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Economic Developmenl Administration: Overview and Issues 


SUMMARY 

The Economic Development Administro~ 
tion (EDA). targeted for elimination or major 
"reinvention" early in the l04th Congress, 
gained a new lease on life in the waning days 
of the 105th. Having been kept alive via 
appropriations bills since its last authorizing 
legislation expired in 1982 (this is not a 
misprint - 1982:), S. 2364 reauthorized lhe 
EDA and its programs for 5 years (rhe bill also 
provided a 3-ycar authorizatio.l for the 
Appalacnian Regional Commission); President 
Clinton signed the bill into law (P,L, 105·393) 
on November 13. 1998. 

While EDA's organizational structure; 
strategies and programs have undergone 
substantial changes during its 33 year history, 
its overall missioll remains much the same as 
originally envisioned: to provide grants for 
infrastructure development, business im:cn~ 

tives, and other forms of assistance to help 
communities alleviate conditions ofsubstantial 
and persistent unempJoYIT'.ent in economically 
distressed areas llnd regions. 

Roundly and widely criticized during 
much of its existence by taxpayer groups and 
others for putting public money into question­
able projccis. this small agcncy- by Washing­
ton's standards - appears to have 
"trnnsfomled" itself in the past few years. 
Although critics ·remain, EDA convinced a 
growing number of Members and others that 
II has rectified a number ofshortcomings, and 
is servingan important economic development 
role in an efficient and effective manner. 

, !v10rc specifically, during the legislative 
process ofreauthorizing the agency, thcre was 
bipartisan recognition that EDA has been 
effective and su<:cessful in responding to 
changing national and international economic 

conditions, including the effects of military 
base closures, natural disasters. and interna­
iional trade agreements. 

The Economic Development 
Administration and Appalachian Regional 
Development Act of 1998 (PL 105·393) 
included a number of imponant provisions, 
and it endorsed numerous administrative 
refonns recemly undertaken by EDA such as 
efforts to target assistance to the most dis­
tressed a.reas and encourage greater regional 
cooperation in economic d<:veJopmcnt. 

On th<: appropriations front, EDA has 
experienced a tumultuous appropriations 
history over the past few yea.rs. As was the 
case lust year, House and Senate appropriators 
have recommended sharply differing funding 
levels for FY2001, The House Appropriations 
committee recommended $26.5 million for 
Salaries &Expenses (S&E) and $361 ,9 million 
for Economic Devetopment Assistanee 
Programs (EDAP). for a tota\ Commerce, 
Justice, State appropriation of $388.4 million 
for FY200 I, or $48.5 million less than re­
quested, The CJS bill (H,R. 4690, H.Rept. 
106 680) was pas....ed by the House on June w 

26, by a vote of214 - 195, I present. For its 
part. the Senate Appropriations Committee 
recommends (S,Rept. 106-404) $31,5 million 
for S&E and $218 million.tbr EDAP, for a 
total appropriation of $249.5 million for 
FY200L This compares to the Administra­
tion's request of $27.7 million for S&E and 
5409,3 million for EDAP, for a total appropri­
ation of $436.9 mimon, On October 27, 
Congress approved a conference agreement 
recommending S286.? million for EDAP and 
528 million for S&E, for a total PY2001 
appropriationofS41 1.9 million for EDA. The 
measure now awaits approval by the President. 

Congressional Research Servlcc .. The Lihrary of Congress 
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MOST RECENT DEVELOPMENTS 

On Oerober 27, 2000, Congress approved the Commerce, Justice, State (CJS) 
appropriations bill (HR. 4690),1 The measilre tlowawaifsupprm'u{ by the President. H.R. 
4690 is included ill Conference Report approv('d by Congress (UR. 4942: HRept. 106­
1005),i The bill included $286,7 millionjor BDA? and $28 million/or S&E,for a total 
FY200J approprialion of$4J1,9 mIllion/or EDA. O/tlw amounts provided. $286. 7 milljon 
islor Public Works and Economic Dewdopment, $49,6 million is/or Economic Adjustment 
Assistance, $31.5 million is/or DeJense Conversion $,24 million is/or Planning. $9.1 
million isjor Technical Assistance (including Ulliw!rsity Cemers), $10.5 mil/fOlf is/or Trade 
Adjustment Assistance, and $,5 milJion is for ResearclL 

Previously, Ihe Senatc Appropriations Commiuee approved on July 18. 2000, its 
version ojthe Commerce, Justice, Slale (CJS) appropriations bill (H,R, 4690) that provides 
EDA 'sfimding. The bill is awaitingJloor action in Ihe Senate. 11u: Senate's version (S.Rept. 
106-404) "''auld significantly reduce the (lgency ','I fimding for its Economic Development 
Assisf(mf:e Programs (EDAP) Specifically. it wau!d provide 531,,5 million/or Salaries and 
Expenses (s&£'J and $218 million/or £DAP,/or a total appropriation 0/$249.5 million 
for FY2001, or $187,$ mil/iolliess than reque.ued and $138.9 less ,han tite total approved 
by the House. This recomi1leUduttOlI is also S 138. 9 millioll less them tire level appropriated 
for FY1000, 

Prior to the Senale aClioll, the HOllse Approprialions Committee recommended on June 
19, $26.5 million/or Salaries and E,"'xpenses and $361.9 million for Economic Development 
Assistance Programs (EDAP),jora lolal CJS appropriation 0/$388.4 million/or FY2001, 
or $48.5 millioiliess thall requested. The CIS hill (H,/I 4690, Hllept 106-680) was passed 
by the House 011 June 26. bya vote 0/214 ~ 195. 1 prese11l, For FY2001. tire Administration 
requested a tolal appropriutiotl of $436,9 million for the /:'"collomic Development 
Administratioll. More specifically, tlte Presidenf's budget requests $27,7 million/or S&E 
alld $409.3 million/or EDAP, Thi,~ request represents a $48.7 millioll increase/rom the 
FY2000 EDAP appropriation. 

BACKGROUND AND ANALYSIS 

Following II review of E-DA's creation, history, and perfonnance, this issue brief 
provides an overview of the agency's major programs, examines its structure and budget. 
summarizes the important legislative changes fhshioncd by tbe 105111 Congress) and discusses 
prospectii for the l06th Congress, 

, For de-wiled infunnation. scc CRS Report RL30509, Appropriafions for FY2001: Commerce, 
Jllstice. and State, the JudIciary, and Related AgcndtH, . 

1 The measure passed the Hou~e- by 206 yeas to 198 nays and the Scnate- by 49 yeus to 42 nays. The 
floor dcbutcin the Houscand Scnatcis contained in the Congressional RfJcrmJ, VoL 146, October 27, 
2000, pp, H 11265-97: S11230-41 

CRS-I 
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EDA's Creation and History 
EDA's Creation 

Oftcn referred to as a prime example of one of President Lyndon Johnson's Great 
Society programs, the Economic Development Administration (EDA) - an agency within 
the Department of Commerce - was created by the Public Works and Economic 
Development Act of 1965 (PWEDA). The Act (P.L. 89-136), had three antecedents worth 
noting. 

First, and foremost, there was a sustained effort by Senator Paul H. Douglas (a former 
economks professor) and others for special federal aid to economically depressed areas, 
which reached fruition in 1961. Congress, with the endorsement of the Kennedy 
Administration, enacted the Area Redevelopment Act (ARA), authorizing $394 million over 
the 4-yem period 1961-65 for federal aid to areas suffering chronic unemployment. The 
cmphasis in the program was on assisting depressed communities with economic projects 
having long-term growth potential that would help combat unemployment. , 

Second, in 1962, Congress authorized $900 million for the Accelerated Public Works 
progrmn. The emphasis was on creating jobs through federal public works spending aid to 
combat the effects of the 1960-61 recession in areas continuing to experience relatively high 
unemployment. The program was criticized by many as a pump-priming measure that was 
slow to start and that yielded relatively few benefits for the cost involved. 

The third antecedent ofthe PWEDA was the Appalachian Regional Commission (ARC). 
The Appalachia-aid bill (P.L. 89-4), passed in March 1965, authorized $1.1 billion for aid to 
the depressed 12-state Appalachian region. The bill stressed a regional approach to economic 
development and provided federal aid for construction of "infrastructure" (roads, health 
facilities, related basic public facilities) needed as the basis for economic growth. 

During the debate on the ARC, some Members of Congress made it clear that they 
wanted for their own districts the same type of program as was being approved for 
Appalachia. By the end of August 1965, PWEDA was signed into law. 

The Act provided S3.25 billion over the 5 fiscal years 1966-70 for grants and loans for 
public works, development and technical assistance, and other projects to stimulate long-tenn 
and lasting economic growth in areas suffering chronic unemployment. PWEDA relied on 
three basic approaches: 

• 	 Encourage economically depressed communities to draft and carry out 
economic development plans that would help them produce healthy rates of 
economic growth. Wherever possible, such plans were to be on a regional 
or multi-county basis. 

• 	 Assist depressed communities to finance construction of the basic public 
tllcilities (such as harbors, sewage plants, access roads, industrial parks) that 
would make the community attractive to private investment. 

CRS-2 
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• 	 Provide special financial aid to private finns to encourage them to build 
plants and businesses in depressed areas. 

EDA's History 

Over the past 3 decades, two different sources have given risc to a series of legislative 
battles over EDA: cfforts by Republican Presidents to abolish the agt;ncy and its programs, 
and by congressional Democrats to make it a vehicle for broader anti-recession programs. 

Twice during the Nixon Administration, Congress passed legislation to transform the 
EDA program into a counter-cyclical program to combat joblessness. President Nixon 
successfully vetoed the bills. Then, in 1973, President Nixon sought to abolish EDA, 
proposing that its functions be distributed to other agencies. Congress did not go along with 
the idea, however, and continued reauthorizing the agency. 

In 1976 and 1977, Congress approved the Local Public Works program, which received 
a total 01'$6 billion for counter-cyclical public works projects to be spent by EDA. The first 
year, the aid was approved over a veto by President Ford; the second year, it was approved 
with President Carter's support. Carter later sought to expand EDA 's lending power as part 
ofhis urban policy. The proposal died in Congress following the election of Ronald Reagan. 

Following a period ofrejuvenation and increased funding during President Carter's term, 
both the Reagan and Bush Administrations proposed abolishing the agency, arguing that it 
was limited in scope, its initiatives - if justified - should be funded by state or local 
governments, and it financial assistance too often based on political clout rather than on need. 
EOA's choice of projects seemed to sometimes be at odds with its stated goals of helping 
distressed areas. As recently as 1994, it awarded a $500,000 grant to Wofford College in 
Spartanburg, SC, for an athletic stadium that was used for training by the Carolina Panthers 
football team. 

Prior to enactment of the Economic Development Administration and Appalachian 
Regional Development Act of 1998, the EOA's programs had last been authorized by 
Congress in 1980: that authorization expired at the end ofFY 1982. Both the Reagan and the 
Bush Administrations proposed abolishing the agency, arguing that it was limited in scope and 
that its initiatives should be funded by state or local governments, but Congress kept EDA 
alive through appropriations bills. The Clinton Administration, in contrast, has sought to 
revitalize the agency. 

Since 1965, according to EDA, the agency has funded more than 43,000 projects, 
investing over $17 billion in more than 8,000 communities. It is estimated that EDA 
assistance has helped create 4,340,000 jobs, and leveraged more than S 130 billion in private­
sector investment? 

J U.S. Dept. of Commerce, Economic Development Administration, Economic Devel()pment in the 
2/" Century: FY200/ C()ngressional Request. 

CRS-3 
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Agency Structure 

The EOA, an agency within the Department ofCommerce, is headed by the Assistant 
Secretary of Commerce for Economic Development. The agency has six regional directors 
who are responsible for coordinating with local communities about economic planning and 
development. EOA has economic development representatives, primarily located away from 
the regional offices, who are responsible for providing infonnation about the agency's 
programs and activities. They also assist prospective grantees and borrowers in preparing 
applications for financial, planning, and'technical assistance. 

Major EDA Programs 

EDA administers programs and provides grants forinfrustructure development, business 
incentives, and other fonns of assistance designed to help communities alleviate conditions 
ofsubstantial and persistent unemployment in economically distressed areas and regions. The 
agency provides assistance to local and state governments as well as to businesses. Major 
EDA programs include: 

Public Works - The Public Works and Economic Development program has 
traditionally been EDA's largest program. Grantsareprovided to help distressed communities 
attract new industry, encourage business expansion, diversify local economics, and generate 
long-tenn private jobs. Among the types of projects funded arc water and sewer facilities 
primarily serving industry and commerce; access roads to industrial parks or sites; port 
improvements; and business incubator facilities. The FYZOOO appropriation for the program 
was $205,850,000. EDA has requested $251,200,000 for FY2001. H.R. 4690 provides 
$Z51. 7 million for this program for FYZOO I. The Senate Appropriations Committee has 
recommended $144 million for public works grants. 

Economic Adjustment - The Economic Adjustment Assistance program assists states 
and local areas design and implement strategies for facilitating adjustment to changes in their. 
economic situation that cause or threaten to cause serious structural damage to the underlying 
economic base. Such changes may occur suddenly (Sudden and Severe Economic 
Dislocation) or ovcr time (Long-Tenn Economic Deterioration), and result from industrial 
or corporate restructuring, new federal laws or requirements, reductions in defense 
expendilllfes, depletion ofnatural resources, or natural disasters. The Economic Adjustment 
Program receives annual appropriations for its Regular Economic Adjustment Programs and 
Defense Adjustment activities. The FYZOOO appropriation for the regular program was $34.6 
million. EOA has requested $80 million for FYZOO I. H.R. 4690 provides $34.6 million for 
this program for PYZOO I. The Senate Appropriations Committee has recommended $10 
million for economic adjustment grants. For Defense Adjustment activities (sometimes 
referred to as Defense Conversion), the agency received $77.3 million for FYZOOO. EDA 
requested $31.4 million for FY200 I. This decrease, according to EDA, reflects the continued 
phase down of defense adjustment activity, particularly base closures. H,R, 4690 would 
provide the full amount requested. In, contrast, no funds arc recommended for this program 
for FY200 I by the Senate Appropriations Committee. 

CRS-4 
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Planning-The Planning Program for Economic Development Districts, Indian Tribes~ 
and Redevelopmem Areas provides grants to support the fonnulation and implementation of 
economic development programs designed to create or retain full~time permanent jobs and 
income for the unemployed and underemployed in areas ofeconomic distress. The program 
supports 320 Economic Development Districts (EOD) and 65 Indian tribes or representative 
organizations that focus on long·tenn economic challenges, EODs arc the coordinating 
entities for a number of other federal and state programs. BOA's Planning, Technical 
Assistanceand Research and Demonstration programs are designed to build the local capacity 
for comprehensive and collaborative ewnomlc development activities, The FY2000 
appropriations for the program was $24 million, EDA requested $25.3 million for FY2001, 
H.R. 4690 provides $24 million for planning for FY200L The Senate Appropriations 
Committee has recommended $10 million for planning assistan<:e. 

Revolying Lean Fund (RLF) The RLF, program is designed to assist areas to 
overcome specific 'capital market gaps and to encourage grcater private sector participntiun 
in economic development In concert with private lenders, RLF grantees make fixed asset 
and/or workLng capital Joans to area businesses. Since the program's inception in 1976, the 
agency has provided initial capital for more than 480 Jocal RLFs, These locally administered 
funds have made more than 7,200 loans to private businesses and have leveraged over S 1.9 
billion in private capital, according to EDA Upon repayment. principal and interest stay in 
the conununity for re-Iending and further economic development activity, 

Research and Evaluation - Under the Research and Evalua(ion program. grants and 
cooperative agreements are awarded (l) to undertake studies that will increase knowledge 
about emerging economic development issues, the causes ofeconomic distress, and ways to 
alleviate barriers to economic development; and (2) to measure the perfonnan<:e and 
effediveness of economic development programs. The FY2000 appropriations for the 
program was 5500,000, the same amount provided by H.R. 4690 for FY2001) and identical 
to EDA's reque-st fur FY200t The Senate Appropriations Committee has recommended no 
funding for this program, 

Technical Assistance - Grantsilwardcd under the Local Tc:chnical Assistance Program 
are designed to assist in solving specific economic development problems, respond to 
developmental opportunities, imd build and expand local organizational capacltyin distressed 
areas. The majority of local technical assistance projects focus on technical or market 
feasibility studies of economic development projects or programs, The FY2000 
appropriations forTechnicalAssistance, including University Centers, was $9, 1 million, EDA 
has requested $10.3 million for fY2001. H.R. 4690 would provide slightly. more, $[0,5 
million, for FY200l. The Senate Appropriations Conunittee's recommendation provides no 
funding tor this program, 

Trade Adjustment Assistance - EDA funds a network oftwelve :rrade Adjustment 
Assistalll:e Centers (TAAC) through cooperative agreements, TAACs aid firn,s in appIying 
for benefits under Chapter 3 ofTitle II of the Trade Act of 1974, as amended. Firms atTected 
by import competition may petition for certification 0 f impact. If a firm submits a petition and 
is ccrtitle-d it may apply for technical assistance in diagnosing its probJems and assessing its 
opportunities, TAAC then helps the finn develop and adjuslment proposal whichoutiines the 
firm's recovery strategy and any need for implementation technical assistance. The FY2000 
appropriations for the program was $10,5 million. This is the same amount requested by 
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EDA for fY200J, and identical to the amount provided by RR. 4690. The Senate 
Appropriations Committee has recommended $24 mJllion fot trade adjustment assistance. 

Dis;.lster Mitigation and Economic Recovery - EDA provides post-disaster 
economic assistance for communities affected by declared natural disasters. The agency's 
assistance is separate from, yet mtended to be a complement to, the disaster relief efforts of 
Federal Emergency Management Agency and other agencies. The Economic Development 
Administration (EDA) and Federal Emergency Managl..'Otcnt Agency (FEMA) have forged 
a partnership to coordinate hazard mitigation programs and disaster preparedness activities 
designed to belp commumties become Inon~ resistant to natuml disasters. 

Difliculties in Measuring Performance: Does EDA Work? 

fDA has been working to support economic development and growth for more than 30 
years, lllrough its various programs, the agency has attempted to achieve one principle goal: 
alleviate the conditions ofsubstamial and persistent unemployment and underemploymenl in 
ccooomit;ally 'distressed areas and regions by providing assistance to local and state 
governments as well as to businesses. Has it worked? Arc taxpayers getting their money's 
worth? Is it deserving of continued funding? Until recently, there did not appear to be any 
clear~cut answers to these questions. A May 1997 perfonnonce evaluation prepared for EDA 
by a research team headed by Rutgers University gave the agency's Public Works Program 
high marks. 

GAO Report: Results Are Hard To Prove 

III 1996, responding to a congressional request, the General Accounting Offie\! published' 
a report (GAO!RCED~96~1 03, April 1996) about tbc impact of economic development 
assistance provided by EDA, the Tennessee Valley Authority (TVA) and the Appalachian 
Regional Commission (ARC), and on the "performance ratios" th.ey calculate. Only the first 
issue is discussed here. Specifically, GAO was asked to review studies that evaluate the 
impact on economic development of these agencies' programs. 

GAO - despite revlcwing the available literature, and requesting that the agencies 
provide rmy internal Of external studies or other documentation - was unable to find any 
study that established a strong causal linkage between a positive economic effect and an 
agency's economic development assistance. 

As GAO made clear in its report, successfully compieting studies of this nature would 
be difficult 

A p,:rsuasivc study of a program's impacl would require three clements, First, it would 
have 10 document that there had been some improvement in mc tarsekd area, Second, it 
w(luld huvc 1(1 link specific elements in the program to Ihe ccono:nic changes, Finally, it 
would have 10 measure the growth stemm:ng from other influences (In the region's economy 
in order 1(1 is(llate the impact that could be a:tributcd to the economic developmc'nt 
program, 
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Thus, the absence ofstudies documenting the effectiveness ofEDA's programs does not 
mean they do not work or are not effective. The'lack of evidence, however, underscores an 
important point to keep in mind regarding virtually all economic development efforts: It is 
difficult to know what works. 

Rutgers Study: EDA Program Said to Produce Positive Results, But 
Questions Remain 

With a grant provided by EOA, a research team led by Rutgers University (prime 
contractor) evaluated 205 EOA Public Works Program projects that received their lat 
payment in FY 1990. Thus, at the time of the research - 6 years later - the projects had 
been sufficiently established to make their evaluation possible. The evaluation was 
undertaken using perfonnancc measures developed by EDA specifically to evaluate these 
types ofprojects. Perfonnance measures primarily involved numbers ofvarious types ofjobs 
created or retained and amounts of private- and public-sector funds leveraged. 

The report'showed that EDA assistance helped distressed communities create jobs (at 
a cost of $3,058 pe'r job), expanded the local tax base (an increase of $10 for every $1 of 
EDA investment), and leveraged private investment ($10 for every $1 of EDA investment). 
Among the report's major conclusions: 

• 	 Most of EDA's public works projects achieved Eo'A's objectives of 
providing communities with the necessary infrastructure to expand their 
economic base. 

• 	 Jobs and private investment have occurred in many areas that would not have 
experienced this without EDA presence. 

• 	 EDA public-sector economic stimuli create private-sector jobs at high levels 
(If success and low levels of cost. 

• 	 EDA offices, as an instrument of government, and 
• 	 EDA field representatives who interact with grantees, are well-regarded by 

the constituencies. 

The Rutgers study'S estimated effects on growth and job creation are conceptually quite 
straightforward: it endeavors to examine the direct jobs created by the projects, and also 
attempts to measure any related businesses that are deemed to have developed. Thus, as 
noted above, the study satisfies the first of the three elements identified by GAO that are 
required for a persuasive study ofa program's. impact., i.e., it documents improvement in the 
targeted areas. However, the other two elements are absent. And, their absence would tend, 
other things equal, to overstate the effects of the EOA grants on .the projects in question. 

To restate and elaborate on the missing elements: First, no account can be taken of the 
growth that would otherwise have occurred because there is no way to observe what would 
have happened in an alternative world. Second, by and large the growth is likely to have been 
at the expense of growth in some other areas - quite likely, ones that are also poor and 
underdeveloped, and ones that are in near proximity. (It is not necessary to believe, as some 
do, that virtually all economic development is essentially a zero-sum game, to recognize that 
something akin to this phenomenon is generally occurring: Also, from a federal policy 
perspective, it is useful to note there arc usually reasons why businesses do not choose to 
locate in particular places. Nonnally, one would think that location choices are the, result of 
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a reasonably efficient market allocation. To interfere with this i311ocation, it may be argued, 
is to obtain a suboptimal allocation of resources. 

EDA and the I05th Congress 

As part ofthc Administration's on~going efforts, EDA has recently implemented various 
management refoons, a-ccording to agency officials. Results include: streamlined staffing 
levels and an agency reorganization for more efficient program delivery; a re-engineering of 
the grants process that delegated decIsion making authority to field staff and simplified 
application forms; focusing resources 10 areas of highest C{;onomic distress; the 
implementation of a program performance evaluation system in accordance with the 
provisions ofthe Government Performance and Results Act of 1996; and, an accelerated audit 
resolution process with the office of the Inspector General. Agency spokespersons say 
reauthon:r.ati{)O afEDA will cOl'ltinue the transfonnation process hyreduciog burdens on local 
communities, preserving valuable program tools, strengthening the focus of r~sources. 
achieving programmatic .consistency, eliminating obsolete authorities and encouraging 
cooperation among federal agencies, 

Legislation (H.R. 1430) entitled l'The Economic Development Partnership Act of 1997 
(EDPA)" WaS introduced 00 April 24, 1997. Pursuant to the Administration's Fiscal Year 
1998 Budget, it seeks a 5~ycar reauthorization for EDA. retaining a number of provisions 
contained in legislation considered in the I 04th Congress (H.R. 300). It was referred to the 
Committee on Transportation and Infrastructure (and, in addition, to the Committee on 
Banking: and Financial Serviccs). The subcommittee on Public Buildings and Eco-nomic 
Development held hearings on July 10, 1997. 

In t~e Senate, nearly identical legislation (S. 1647) was introduced on February 12, 
1998. The Senate Environment and Public Works Subcommittee on Transportation and 
Infrastructure held a hearing on July 14, ~998, During the hearing, Senator Chafee testified: 

As Chairman of the fu:t Commitlcc, r should bc up·rront about my stance on EDA: I 
historicully have not ~en l) big fun of the EDA, In fue:, in 1985 I sponsored an 
amendment 10 eliminate Ihellger.cy. But in recent years, I have taken nolice ofthe changes 
at the agency and its cfforts to streamline its operalions and target its efforts to truly 
dist:csscd coml1lUnitie.;;, I have come to believe that we shDuld move forward with a 
reauthorization bill that locks in some the changes {hut the agency has undertaken, 

Therefore, over the past few weeks I have been review S. 1647 (the legislation before us 
today), and my staff has been working inwosively with the EDA staff to develop a 
bipar1isan. common~sensc substitule that can pass the Senate. I hope to circulate that draft 
to all members Ihis week. It will nol be cas)' to enacl an EDA rcauthoD7.ntion bill this year, 
but { will do what I can to gel it done, 

On July 24, the House Transportation and Infrastructure Committee approved by voice 
vote a 5-year reauthorization bill (H,R, 4275) for EOA and the Appalachian Regional 
Commission (ARC), The new legislation, introduced by Representatives Bud Shuster, 
James Oberstar, Jay Kim and James Traficant, was reported to the House on August () 
(H.RepL 105·684. Part 1). The committee report endorsed EDA'5 reauthorization and 

r 
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stresses the value of the planning and technical assistance provided by Economic 
Development Districts (EDDs). Specifically, the report asserts: 

• 	 Funding of EDDs has been and remains an integral element of successful 
economic development grants awarded under this Act. Economic 
Development Districts also are the coordinating entities for a number of 
other federal and state programs. 

• 	 Funding levels for EDDs have actually decreased from their original levels 
in addition to not being adjusted for inflation in over 30 years. Currently, the 
average planning grant to districts is approximately $54,000, the same 
amount as in 1966 at the start of the program. Adjusted for inflation, the 
value ofa 1998 planning grant is only $10,800, or about 20% on the dollar, 

. when compared to its original purchasing power. 

• 	 For the past 30 years, EOOs have leveraged and stretched these small but 
significant planning grants to help thousands ofAmerica's small metropolitan 
and rural communities forge ahead and create jobs and opportunities fortheir 
citizens. 

• 	 EOA's planning assistance program is an excellent tool for fostering local 
economic development efforts through EODs, particularly in rural areas 
where resources are limited and regional cooperation in achieving common 
economic goals is difficult. 

• 	 EDA is encouraged to allow EODs to provide funds to purchase geographic 
infommtion systems and global positioning systems. By using the latest 
technology, EODs can dramatically enhance their abilityto map out industrial 
sites; local sewer lines, access roads and other infrastructure; develop 
enhanced overall economic development plans; and analyze local economic 
development trends. The agency is encouraged t9 provide training for EOOs 
that addresses the potential for the systems. 

On July 29, the Senate Environment'and Public Works Committee reported out a 5·year 
reauthorization bill (S. 2364) for EDA. The legislation was introduced by Chairman John 
Chafec and the committee's ranking minority member, Max Baucus. (Unlike the House 
version, the new Senate bill, as introduced, contained no reauthorization language regarding 
the ARC: a 3·year reauthorization for ARC was added during conference.) 

The Economic Development Administration and Appalachian Regional Development Act 
of 1998 (S. 2364) passed the Senate by unanimous consent on October 12th and passed the 
House under suspension of the rules on October 13 th

• The new Act, signed into law by 
President Clinton on November 13 th , is the first major rewrite of the authorization statutes 
for the EOA and for the ARC since the 19705. The following is a summary of the major 
changes made by the new reauthorization legislation to existing law and current practices: 

• 	 Establishes an economic development information clearinghouse on the 
economic development, economic adjustment, disaster, defense conversion 
and trade adjustment assistance activities of federal, state and local 
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governments. The clearinghouse is also intended to help potential applicants 
identifY potential resources and receive technical infQ1l'l1ation on how to 
alleviate unemployment 

• 	 Consolidates nine separate criteria for public works and economic adjustment 
grants into three basic distress factors - high unemployment, low income 
and special need 

• 	 Limits EDA's share ofall grants to 50% (with supplements that may bring 
the federal share to 80%), with recipients allowed to use cash and in~kind 
contributions to reach the cost sharing requirements. (Previously, match 
rates varied by program. The committees argued that this change was made 
to reflect the importance ofloca1 participation and investment in economic 
development activities.) Grant recipients are also required to submit regular 
evaluation reports on all projects for up to 10 years. 

• 	. Continues previous legjslative language that requires approved projects to 
be part of an overall investment strategy. The new teon "comprehensive 
economic development strategy,t serves the purpose ofan "overaIl economic 
development program" or an ··economic adjustment pJan" in the Public 
Works and Economic Dcvelopmcnt Act. The agency may accept 
comprehensive plans developed under another federally supported progrnm. 

• 	 Requires EDA to conduct regular periormance evaluations of university 
centers and economic development distriets. University centers will be 
evaluated to determine which arc performing well and deserve continued 
assistance whereas the district evaluation will focus on management 
standards, financial accountability and program perfonnance, 

• 	 Incorporates language regularly used in the agency's arumal appropriations 
which allows ·the agency to fund projects on a military or Department of 
Energy (DOE) installation even if the applitant does not have title to the 
property or a leasehold interest in the property" 

• 	 Authorizes appropriation for defense conversion and disaster economic 
recovery activities including piiOl projects for privatization and economic 
development activities for closed or realigned military or DOE installations. 
The bill allows the federal share ofdisaswr activities to be up to lW4. 

EDA in the 106" Congress 

Appropriations for FY2000 

The Economic Development Administration {EDA) has expericllced a tumultuous 
llpproprlntions history over the pHst few years, its funding level was sharply reduced by the 
104tl!. Congress, but the cuts in funding were partially restored hy the lOSth. Funding for its 
programs was again under the knife during the Itt session of the I06th Congress; the Senate­
passed version ofthe Commerce, Justice, State Appropriations bill for fY2000 would have 
reduced EDA's funding for its Economic Development ASSIstance Programs (EDAP) by 
4?%. 

More specifically. the Senate Appropriations Committee completed action on its version 
of the CJS (Commerce, Justice, and State, the Judiciary, and other related agencies) 
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appropriations bill (S. 1217, S.Rept. 106-76» on June 1 0, 1999.4 The Committee approved 
only $203.4 million for EDAP and S24.9 million for S&E - which would have provided 
EDA a total FY2000 appropriations of $228.3 million . 

On August 5, 1999, the House, foHawing the recommendation of its Appropriations 
Committee, approved (H.R. 2670, H.Rept. 106-283) $364.4 million for EDAP and $24 
million for S&E, for a total FY2000 appropriation of$388.4 million. 

On November 22, 1999, the Consolidated Appropriations Act for FY2000 (H.R. 3194, 
H.Rept. 106.479) was presented to the President. The Act (P.L. 106-113) provided EDA 
with a total FY2000 appropriation of $388.4 million ($361.8 million for Economic 
Development Assistance Programs and $26.5 million for Salaries and Expenses. This amount 
is approximately $4 million less than the agency's FYI999 funding level. 

Appropriations for FY2001 

For FY200 I, the Administration requested $27.7 million for S&E and $409.3 million for 
EDAP, for a total appropriation of $436.9 million. On June 19, the House Appropriations 
committt:e recommended $26.5 million for S&E and $361.9 million for EDAP, fora total CJS 
appropriation of$388.4 million for FY200 I, or $48.5 million less than requested. The CJS 
bill (H.R. 4690, H.Rept. 106-680) was passed by the House on June 26, by a vote of214­
195, 1 present. 

On July 18, 2000, the Senate Appropriations Committee approved its version of the 
Commerce, Justice, State (CJS) appropriations bill (H.R. 4690) that provides EDA's funding. 
The bill is awaiting floor action in the Senate. The Senate's version (S.Rept. 106-404) would 
significantly reduce the agency's funding for its Economic Development Assistance Programs 
(EDAP) Specifically, it would provide $31.5 million for Salaries and Expenses (S&E) and 
$218 million for EDAP, for a total appropriation of $249.5 million for FY200 I, or $187.5 
million less than requested and $138.9 less than the total approved by the House. This 
recommendation is also S138.9 million less than the level appropriated for FY2000. 

On October 27, 2000, Congress approved the Commerce, Justice, State (CJS) 
appropriations bill (H.R. 4690).5 The measure now awaits approval by the President. H.R. 
4690 is included in Conference Report approved by Congress (H.R. 4942; H.Rept. 106­
1005).h The bill included $286.7 million for EDAP and $28 million for S&E, for a total 
FY2001 appropriationof$411.9 million for EDA. Of the amounts provided, $286.7 million 
is for Public Works and Economic Development, $49.6 million is for Economic Adjustment 
Assistance, $31.5 million is for Defense Conversion, $24 million is for Planning, $9.1 million 

4 The full committee filed its CJS report (S.Rept. 106-76) on June 14, 1999. 

~ For dculiled infonnation, see CRS Report RL30509, Appropriations Jor FY2001: Commerce. 
Justice. and Slate, the Judiciary. and Related Agencies. 

6 The measure passed the House by 206 yeas to 198 nays and the Senate by 49 yeas to 42 nays. The 
floor dcbute in the House and Senate is contained in the Congressional Record, Yo!. 146, October 27. 
2000, pr. HI 1265-97: SI1230-41. 
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is for Technical Assistance (including University Centers), $105 million is for Trade 
Adjustment Assistance, and $,5 million is for Research, 

CONGRESSIONAL HEARINGS, REPORTS, AND DOCUMENTS 

U.S. 	 Congress. House. Committee on Transportation and Infrastructure. Economic 
Development Partnership Ac' ofl998. Report ,oAccompany H.R. 4275. H.Rept. IOS­
684, Part 1, IOSnCongress, 2n.i session. August 6, 1998, Washington. U:S. Govt. Print. 
orr., 1998. 128 p. 

u.s. 	Congress. House, Committee on Transportation and Infrastmcturc. Subcommittee 
on Public Building and Economic Development. Reauthorization of the Economic 
Development Administration and the Appalachian Regional Commission, Hearings, 
105lh Congress. I" session. July Wand 17, 1997, Washington. U.S. GOYt. Print. OfT., 
1998. 258 p. 

U.S. 	 General Accounting Office. Economlc Development: Limited Information Exists on 
the Impact of Assistance Provided by Three Agencies:. April 1996. 
GAOIRCEO·96·103 [Washing,onj32 p. 

FOR ADDITIONAL READING 

A Path to Smarter Economic Development.' Reassessing the Federal Role. National 
Academy of Publie Administration, Washington, 1996. 70 p. 

Chintz, Ben. What Role for tire Economic Development Administration in the New 
Economy? Economic Development Quarterly, v, 9, no. 3. AUbl1ist 1995; 203-206. 

DeWitt, John. ShiJUng Responsibilities: Federalism in Economic De'Vc/opment. National 
Governors' Association, Washington, ,l987. 149 p, 

Hill, 	Edward W. Principles for Rethinking rhe Federal Gotlenmrem '$ Role in Economic 
Developmenl. !:-:Conomk Development Quarterly, v.12.no,4.Nov~mbcr 1998; 299-312. 

Ota,. Alan K. Assailed Development Agency Retains Enough Hill Support to Win a Five~ 
Yea" Reprieve. CQ Weekly, October 17, 1998, p. 2821. 

The Ejfe(:t,\' OjSWl(! and Local Public Policies on Economic Development. New England 
Economic Review, Federal Reserve Bank of Boston (whole issue) MarchlApril1997. 

Thornburgh. Dkk A POlit 10 Smarter Federal Leadership in Economic Development: 
Learning. Leveraging. and Linking. Economic Development Quarterly, v. 12, no. 4, 
November 1998: 291-298. 

CRS-12 



Order Cooe [695[00 

CRS Issue Brief for Congress 

Received through theCRS Web 


Economic Development 

Administration: Overview and Issues 


Updated November 17,2000 

Bruce K. Mulock 

Government and Finance Division 


Congressional Research Service. rite Libraryo/Congress 



CONTENTS 

SUMMARY 

MOST RECENT DEVELOPMENTS 

BACKGROUND AND ANALYSIS 

EONs Creation and History 
EOA's Creation 
EDA's History 

Agency Structure 

Major EDA Programs 

Difflculties in Measuring Performance: Does EDA Work? 
GAO Report: Results Are Hard To Prove 
Rutgers Study: EDA Program Said to Produce Positive Results, But Questions Remain 

EDA and the l05th Congress 

EDA in the 106mCongress 
Appropriations for FY1000 
Appropriations for FY200J 

CONGRESSIONAL HEARINGS. REPORTS, AND DOCVMEh'TS 

FOR ADDITIONAL READING 



11-17-00 

Economic Development Administration: Overview and Issues 

SUMMARY 

The Economic Development Administra~ 
. tioD (EDA), targeted for elimination or major 
"reinvention" early in the I04th Congress, 
gained a new lease on life in the waning days 
of the 105th. Having been kepr alive via 
appropriations bills since its last authorizing 
legislation expired in 1982 (this is not a 
misprint ~ 1982!), S. 2364 reauthorized the 
EDA and It) programs for 5 years (the bill also 
provided a 3-year authorization for the 
Appalac-hian Regional Comm ission); President 
Clinton signed the bill into law (PL. 105-393) 
on Novcmr.er 13, 1998. 

\\'bile EDA's organizntional structure, 
strategies and programs have undergone 
substantial changes during its 33 year history, 
its overall mission remains much the same as 
originally envisloned: to provide grants for 
infrastructure development, business incen~ 
tives. and other forms of asststance to help 
communities alleviate conditions ofsubstantial 
and persistent unemployment in economically 
distressed areas and regions. 

Roundly and widely criticized during 
much of its existence by taxpayer groups and 
others for putting public money into question~ 
able proje<:ts, this small agency- by Washing­
ton's standards - appears to have 
"tmnsfonned" itself in the pasi few years. 
Although critics remain, EDA convinced a 
growing number of Members and others that 
it has rectified a number of shortcomings, and 
is serving an important economic developmem 
role in an efficient and effective manner. 

More specifically, during the legislative 
process ofreautlwrizing the agency, there was 
bipartisan recognition that EDA has been 
effective aild successful in' responding to 
changing nation~1 and international economic 

conditions, including the effects of military 
base closures, natural disasters, and interna­
tional trade agreements. 

The Economic Development 
Administration and Appalachian Regional 
Development Act of 1998 (P,L. 105-393) 
included a number of important proviSions, 
and ~t endorsed numerous administrative 
reforms recently undertaken by EDA such as 
ctforts to target ~ssjstance to the most dis· 
tressed areas and encourage greater regional 
cooperation in economic development. 

On the appropriations front, EDA has 
experienced a tumultuous appropriations 
history over the past few years. As was the 
case lust year, House and Senate appropriators 
have recommended sharply differing funding 
levels for FY200 J. The House Appropriations 
committee recommended $26.5 million for 
Salaries &Expenses (S&E) and $361 ,9 million 
for Economic Development Assistance 
Programs (EDAP), for a total Commerce, 
Justice. State appropriation of$388.4 million 
for FY2001, or $48.5 million less than re~ 

quested, The CJS bill (H.R. 4690, H,Rep'­
I06~680) was passed by the House on June 
26, by a vote of214 - 195, 1 present. For its 
part, the Senate Appropriations Committee 
recommends (S.Rcpt. j 0(404) $31.5 million 
for S&E and $218 million for EDAP, for a 
total appropriation of $249.5 miUion for 
FY200L This compares to the Administra· 
(ion's request of $27.7 million for S&E and 
5409"3 million for EOAP, for a total appropri­
ation of $436.9 million. On October 27. 
Congress approved a conference agreement 
recommending $286.7 million for EDAP and 
$28 million for S&E, for a total FY2001 
appropriationof$4 t L9 million for EDA. The 

, measure now awaits approval by the President. 

~ 
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MOST RECENT DEVELOPMENTS 

On October 27, 2000, Congress approved the Commerce, Justice, 'State (CJSj 
(lppropriations bill (H.R. 4690),1 The measure now awaits approval by Ihe President, HR. 
4690 is included in Conference Report approved by Congress (H.R. 4942: H.Rept. j06~ 
1005).2 The bill included 5286,7 million for EDAP and 528 million for S&E, for a total 
FY200J appropr;mion o/S411.9mU1ionfor EDA, Ojrheamountsprovided. $286,7milfion 
is/or Public Works and Economic Development, $49.6 million is/or Economic Adjustment 
Assistance. $3 J.5 million is for Defense Conversion. $24 million is for Planning. $9,1 
miffio~t is/or rechnica/Assistance (including University Centers). $/0,5 million is/or Trade 

.Adjustment Assistance, and $,5 million is/or Research. 

Prev{ou#v, the Senate Appropriations Commiltee approved on July 18, 2000, its 
version ofthe Commerce, Justice, State (ClS) appropriations bill (H.R. 4690) fhat provides 
EDA 'sJundfng. The bill is awaftlngjloor action in IheSenate, The Senate's version (S.Rept, 
106«404) would significantly reduce the agency's funding for its Economic Development 
Assistance Programs (EDAP) Specifically. if would provide $31.5 mttHon/or Salaries and 
Expenses (S&£) and $218 million/or EDtlP,for a total appropriation of$249.5 million 
for FY2G01, or $187,) million less them requested and $138,9 less than the IOml approved 
by the /louse. This recommendation is also $/38.9 million less than the {evel appropriated 
for FY2000. 

Prior (0 the Senale action, the House Appropriations Committee recommendedon June 
19, $26.5 million [or Salaries and E.tpenses and $361.9 miJlion for economic Development 
AssiSlance Programs (EDAP), for a total CJS appropriation of$388. 4 million for FY100J, 
or 548.5 million less than requested. The CJS bill (H.R. 4690, H.Repl. 106-680) was passed 
by the House on JWle 26, bya vote 0[214. 195, I present. For FY200I, the Administration 
requested (l lotal appropriation oj $436.9 million for the Economic De>Y'e/opment 
Administration. More specifically. the President's budgel requests $27.7 million/or S&E 
and S409.3 milJionfor EDAP. This request represents a $48,7 million increase from the 
FY2f)f)1} EDA? appropriation. 

BACKGROl:ND AND ANALYSIS 

Following a review of fDA'5 creation, histOf)'t and performance, this issue brief 
provides an overview of the agency's major programs, examines its structure and budget. 
summarizes the important legislative changes fashioned by the 105'" Congress, and discusses 
prospects for the I·06th Congress. 

For detailed information,.see CRS,Report RL30S09. Appropriations for FY2001: Commerce. 
Justice. and SlaJe, the Judidary. and Related Agencies. 

1 The measure passed the House by 206 yeas to 198 nays and the Senate by 49 yeas to 42 nays. The 
floor debate in the House and Senate is contained in the Congressional Record, VoL 146, October 27, 
2000, pp. HI 1265-97, 511230-41. 

CRS-l 

I 



IB95100 	 11-17·00 


EDA's Creation and History 
EDA's Creation 

Often referred to as u prime example of one of President Lyndon Johnson's Greal 
Society programs, the Economic Development Administration (BDA) - an agency within 
the Department of Commerce - was created by the Public Works and Economic 
Development Act of 1965 (PWEDA). The Act (P.L 89~ 136). had three antecedents worth 
noting. 

First, and foremost, there was a sustained effort by Senator Paul H. Douglas (a fonner 
economics professor) and others for special federal aid to economically depressed areas, 
which reached fruition in 1961. Congress, with ~he endorsement of the Kennedy 
Administration. enacted the Area Redevelopment Act (ARM, authorizing $394 million over 
the 4~year period 1961*65 for federafaid to areas suffering chronic unemployment. The 
emphasis in the program was on assisting depressed communities with economic projects 
having long-term growth potential that would help combat unemployment. 

Second, in 1962, Congress authorized $900 million for the Accelerated Public Works 
program. The emphasis was on creating jobs through federal public works spending aid to 
combat the effects of the 1960~61 recession in areas continuing to experience relatively high 
unemployment The program was criticized by IlUln)' as a pwnp-priming measure that was 
slow to Start and that yielded relatively few benefits for the co.st involved. 

The third antecedent ofthe PWEDA was the Appalachian Regional Commission (ARC). 
The Appalachia·aid bill (P,l. 89-4), passed in March 1965, authorized S I, I billion for aid to 
the depj'essed 12~state Appalachian region. The bill stressed a regional approach to economic 
development and provided federal aid for construction of "infrastructure" (roads, health 
facilities, related basic public facilities) needed as the basis for ec()Oomic growth. 

During the debate on the ARC, some Members of Congress made it dear that they 
wanted for their own districts the same type of program as was being appro ..'ed for 
Appalachia, By 'he end of August 1965, PWEDA was signed into law, 

The Act provided $3,25 billion over the 5 fiscal yem 1966~70 for grants and loans for 
public works. development and technical assistance, and other projects to stimulate tong-term 
and lasting economic growth in areas suffering chronic unemployment. PWEDA relied on 
three basic approaches; 

• 	 Encourage economically depressed communities to draft and cany out 
economic development plans that would help them produce healthy rates of 
economic growth. Wherever possible, such plans were to be on a regional 
or multi-county basis. 

• 	 Assist depressed communities to finance construction of the basic public 
facilities (such as harbors, sewage plants, access roads, industrial parks) that 
would make the community attractive to private investment. 
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• 	 Provide special financial aid to private finns to encourage them to build 
p[ant" and businesses in depressed areas. 

EONs History 

Over the past 3 decades, two different sources have given rise to a series oflegislative 
battles over EDA: efforts by Republic::m Presidents to abolish the agency and its programs, 
and by congressional Democrats to make it a vehicle for broader anti-recession programs. 

Twice during the Nixon Administration, Congress passed legislation to transfonn the 
EDA program into a counter-cyclical program to combat joblessness. President Nixon 
successfully vetoed the bills. Then, in 1973, President Nixon sought to abolish EDA, 
proposing that its functions be distributed to other agencies, Congress did not go along with 
the idea, however, and continued reauthorizing the agency. 

In 1976 and 1977, Congress approved the Local Public Works program, which received 
a total of56 billion for countcr~cyclical public works projects to be spent by EDA, The first 
year, the aid was approved over a veto by President Ford; the second year. it was approved 
with President Carter's support, Carter later sought to expand EDA's lending power as part 
ofhis urban policy, The proposal died in Congress following the election of Ronald Reagan. 

Following a period ofrejuvenatiQn and increased funding during President Carter's term, 
both (he Reagan and Bush Administrations proposed aoolisrung the agency, arguing that it 
was limited in scope, its initiatlves - if justified - should be funded by state or local 
governments, and it financial assistance too often based on political clout rather than on need. 
EOA's choice of proj~ts seemed to sometimes be at odds wirh its stated goals of helping 
distressed areas, As recently 3S 1994, it awarded a $500,000 grant to Wofford College in 
Spartanburg. SC, for an athletic stadium that was. used for training by the Carolina Panthers. 
football team. 

Prior to enactn'.lent of the Economic Development Administration and Appalachian 
Regional Development Act of 1998. the EONs programs had last been authorized by 
Congre~.s in 1980: that lluUlorizationexpired at the endofFY 1982. Both the Reagan and the 
Bush Administrations proposed abolishing the agency, arguing (hat it was limited in scope and 
Ihat its initiatives should be funded by state or local governments, but Congress kept EDA 
alive through appropriations bills. The Clinton Administration. in contrast, has sought to 
revitalize the agency, 

Since 1965, according to EDA, the agency has funded more than 43,000 projects, 
investing over 517 billion in more than 8,000 communities, [t is estimated that EDA 
assistance has helped create 4,340,000 jobs, and leveraged mOre than $l30 billion in private~ 
sector investment,; 

) U.S, [Rpt of Commerce, Economic Development Administl1ltion, Economic Development in (he 
21" Cemut"'J"' FY200J Congressional Request 
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Agency Structure 

The EDA, an agency within the Department ofComrnen::e, is headed by the Assistant 
Secretary of Commerce for Economic Development. The agency has six regional directors 
who arc responsible for coordinating with local communities about economic planning and 
development EDA has economic development representatives, primarily located away from 
the regional offices, who are responsible for providing information about the agency's 
programs and 2:ctivities, They also assist prospective grantees and borrowers in preparing 
applicalions for financial, planning, and technical assistance, 

Major EDA Programs 

EDA administers programs and provides grants for infrastructure development. business 
incentives, and other forms of assistance designed to help communities aUeviate conditions 
ofsubstantial and persistent unemployment in economicallydistressed areas: and ~gions. The 
agency provides assistance to local and state governments as well as to businesses. Major 
EDA programs include: 

Public Works - The Public Works and Economic Development program has 
traditionally been EDA' s largest program. Gmntsare provided to help distressed communities , 
attract new industry. encourage business expansion, diversitY local economies, and generate 
long~term private jobs, Among the types of projects funded are water and sewer facilities 
primarily serving industry and commerce; access roads to industrial parks or sites; port 
improvements; and business incubator facilities. The FY2000 appropriation for the program 
was S205,850,000. EDA has requested 5251,200,000 for FY2001. H.R. 4690 provides 
$251,7 milJion for this program for FY2001, The Senate Appropriations Committee has 
rccomrr.ended S144 million for public works grants, 

Economic Adjustment-The Economic Adjustment Assistance programassists states 
and local arcas design and implement strategies for facilitating adjustment to changes in their 
economic situation that cause or threaten to cause senous: structural damage to the und~rlying 
economic base. Such changes may occur suddenly (Sudden and Severe Economic 
Dislocation) or over time (Long-Term Economic Deterioration). and result from industrial 
or cQrporate restructuring. new federal laws or requirements, reductions in defense 
expenditures, depletionofnatural resources, or natural disasters, The Economic Adjustment 
Program receives annual appropriations for its Regular Economk Adjustment Programs and 
Defense Adjustment activities. The FY2000 appropriation for the regularprograrn was $34.6 
million. EDA has requested $80 million for PY200l. H.R. 4690 provides $34.6 miJlion for 
this pr9gram for FY2001. The Senate Appropriations Committee has recommended $10 
rr:.iI!ion for economic adjustment grants. ~for Defense Adjustment activities (sometimes 
referred to as Defense Conversion), the agency received $77.3 million for FY2000. EDA 
requested $31.4 million for FY200 I. This decrease,according to EDA, reflects the continued 
phase down of defense adjustment activity, particularly base closures. H.R, 4690 would 
provide the full amount requested. In contrast, no funds are recommended for this program 
tor FY200! by the Senate Appropriations Committee. 
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PJanning- The Planning Program for Economic Development Districts. Indian Tribes, 
and Redevelopment Areas provides grants to support the fonnulation and implementation of 
economic development programs designed to create or retain fuU-time perma.nent jobs and 
income for the unemployed and underemployed in areas ofeconomic distress. The program 
supports 320 6conomic Development Districts (EDD) and 65 Indian tribes or representative 
organizations that focus on long-term economic challenges. EDDs are the coordinating 
entities for a number of other federal and state programs, EDA's Planning, Technic~ 
Assistanceand Research and Demonstration programs are designed to build the local capacity 
for comprehensive and collahorntive ~onomic development activities. The FY2000 
appropriations for the program was $24 million. EDA requested $25.3 million for FY200 1, 
RR. 4690 provides $24 million for planning for FY2001. The Senate Appropnations 
Committee has recommended $10 million for planning assistance. 

Revolving Loan fund (RLF) - The RLF program is designed to aSSist areas to 
overcome specific capit~l market gups und to encourage greater private sector participation 
in economic development. In concert with private lenders, RLF grantees make fixed asset 
and/or working capital10ans [0 area businesses. Since the program's inception in 1976, the 
agency has provided ini(ialcapital for more than 480 local RLFs. These locally administere-d 
funds have made more than 7,200 loans to private businesses and have le\'eraged over $1.9 
billion in private capital, according to EDA. Upon repayment, principal and interest Stay in 
the community for re-Iending and further economic development activity, 

Rt!search and li:valuadon - Under the Research and Evaluation program, grants and 
cooperative agreements arc llwarded (1) to undertake srudies that will increase knowledge 
about emerging economic development issues, the causes ofeconomic distress. and ways to 
alleViate barriers to economic development; and (2) to measure the perfonnance and 
effectiveness of economic development programs, The FY2000 appropriations for the 
program was $500,000, the same amount provided by H,R. 4690 for FY2001, and identical 
to EDA's request for FY200 I. The Senate Appropriations Committee has recommended no 
funding for this program. 

Technical Assistance- Grants awarded under the LocalTechnicalAssistance Program 
are designed to assist in solving specific economic development problems, respond to 
developmental opportunities, and build and expand local organizational capacity in distressed 
areas, The majority of local technical assistance proje<:ts focus on technical or market 
feasibility studies of economic development projects or programs. The FY2000 
appropriations forTechnical Assistance, including UniversityCenters, was S9.l mimon. EDA 
has requested $103 million for FY2001. H,R, 4690 would provide slightly more, $\0,5 
million, for FY200l. The Senate Appropriations Committee's recommendation provides no 
funding for this program, 

Trade Adjustment'Assistance - EDA funds a network oftwelve Trade Adjustment 
Assistance Cemers (TAAC) through cooperative agreements. T AACs aid fmns in applying 
for benefits under Chapter 3 ofTitlc 11 ofthe Trade Act of 1974, as amended. Finns affected 
by import competition maypetitiofi forcenification ofimpact. If a firm submits a petition and 
is certified It may apply for technical assistance in diagnosing its problems and assessing its 
opportunities. TAACthcn helps the finn develop and adjustment proposal which outlines the 
finn '$ recovery strategy and any need for implementatlon technical assistance. The FY2000 
appropriations for the program was $10.5 million, This is the same amount requested by 
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EDA for FY2001. and identical to the amount provided by H,R 4690, The Senate 
Appropriations ,Committee has recommended $24 million for trade adjustment assistance, 

Disaster Mitigation and Economk Recovery - EDA provides post-disaster 
economic assistance for communities affected by declared natural disasters, The agency's 
assistance is separat~ from, yet intended to be a complement to, the disaster relief efforts of 
Federal Emergency Management Agency and other agencies. The Economic Development 
Administration (EDA) and Federal Emergency Management Agency (FEMA) have forged 
a partnership to coordinate hazard mitigation programs and disaster preparedness activities 
designed to help communities become more resistant to natural disasters. 

Difficulties in Measuring Performance: Does EDA Work? 

EDA has been working to support economic development and growth for more than 30 
years. Through its various programs~ the agency has attempted to achieve one principle goal: 
al1eviate the conditions ofsubstantial and persistent unemployment and underemployment in 
economically dis~rcssed areas and regions by providing assistance to local and state 
governments as well as to businesses, Has it worked? Are taxpayers getting their money.'s 
worth? fs it deserving ofcontinued funding: Until recently, there did not appear to be any 
clear-cut answers to these questions, A May 1997 pcrfonnance evaluation prepared for fDA 
by a research team headed by Rutgers University gave the agency's Public Works Program 
high marks. 

GAO Report: Results Are Hard To Prove 

In 1996, responding to a congressional request, the General Accounting Office published 
a report (GAO!RCED-96w l03. April \996) about the impact of economic development 
assistance provided by EDA, the Tennessee VaUey Authority (TVA) and the Appalachian 
Regional ColltInission (ARC), and on the "perfonnance ratios" they calculate. Only the first 
issue is discussed here. SpecificaUy. GAO was asked to review studies that evaluate the 
impact on economic development of these agencies' programs, 

GAO - despite reviewing the available literature. and requesting that the agencies 
provide any internal or external studies or other documentation - was unable to find any 
study that establisned a strong causal linkage between a positive economic effect and an 
agency's economic development assistance. _ 

As GAO made dear in its report, successfuHy completing studies of this nature would 
be difficult. 

A persuasive study of a program's impact would require three efements. First, it would 
have to document that there had been some improvement in Ihe targeted area. Second, it 
would have to link specifi~ elements in the program to the economic changes. Finally, it 
would have to measure the growth sterruning /Tom other influences on the region's economy 
in order to isolate the impaet that could be attributed 10 the economic development 
program. 
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Thus. the absence ofsrudiesdocumenling 'the effectiveness ofEDA's: programs does not 
mean they do not work or are not effective, The lack of evidence. however, underscores an 
important point to keep in mind regarding virtually all economic development efforts: It is 
difficult to know what works. 

Rutg<r. Study: EDA Program Said to Produce Positive Results, But 
Questions Remain 

With a grant provided by EDA. a research team led by Rutgers UniverSity (prime 
contractor) evaluated 205 EDA Public Works Program projects that received their lat 
payment in FY 1990. Thus; at the time of the research - 6 years later - the projects had 
been sufficiently established to make their evaluation possible. The evaluation was 
undenaken using performance measures developed by· EDA specifically to evaluate these 
types ofprojects. Perfonnance measures primarily involved numbers ofvarious types ofjobs 
created or retained and amounts of private~ and public-sector funds leveraged. 

The report snowed that EDA assistance helped distressed communities create jobs (at 
a cost (If $3,058 per job), expanded the local tax. base (an increase of $10 for every $1 of 
EDA investment), and leveraged private investment ($10 for every $1 of EDA investment). 
Among the report's major conclusions: ' 

• 	 Most of EDA's public works projects achieved EDA's objectives of 
providing communities with the necessary infrastructure to expand their 
e(:onomic base. 

• 	 Jobs and private investment have occurred in many areas that would not have 
experienced this without EDA presence. 

• 	 EDA public~sectoreconomic stimuli create private~sector jobs at high levels 
of success and low levels of cost. 

• 	 BDA offices, as an instrument of government, and 
• 	 EDA field representatives who interact with grantees, arc well~regarded by 

the constituencies, 

The Rutgers study's estimated effectson growth and job creation are conceptually quite 
straightforward: it endeavors [0 examine the direct jobs created by the projects) and also 
attempts to measure any related businesses that are deemed to have developed. Thus, as 
noted above, the study satisfies the first of the three elements identified by GAO that are 
required for a persuasive study ofa program's imll3ct, i.e" it documenfs improvement in the 
targeted areas, However, the other two elements are absent. And, their absence would tend, 
other things equal, to overstate the effeets of the EDA grants on the projeetS in question. 

To restate and elaborate on the miSSing elements: First, no account can be taken of the 
growth that woufd otherwise have occurred because there is no way to observe what would 
have happened in an alternative world, Second, by and la.rge the growth is likely to have been 
at the expense of growth in some other areas - quite likely, ones that are also poor and 
underdeveloped, and ones that are in near proximity, (h is not necessary to believe, as some 
do, that vinually all economic development is essentially a zero·sum game, to. recognize that 
somethIng akin to this phenomenon is generally occurring. Also. from a federal policy 
perspective, it is useful to note there are usuaUy reasons why businesses do not choose to 
locate in partitular places. Normally, one would think that location o:;:hoices are the result of 
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a reasonably efficient market allocation. To interfere with this atlocation. it may be argued, 
is to obtain a suboptimal allocation of resources. 

EDA and the I05th Congress 

A~ part ofthe Administration's on~going efforts, EDA has recently implemented various 
management refonns, according to agency ofticials. Results include; streamlined staffing 
levels and an agency reorganization for more efficient program delivery; a re~engineering of 
the grants process that delegated decision making authority to field staff and simplified 
application forms; focusing resources to areas of highest economic distress; the 
implementation of a program perfonnance evatuation system in accordance with the 
proyisionsofthe Government Perfonnance and ResultsActof1996; and, anacceleratednudit 
resolution process with the office of the InspectOr GeneraL Agency spokespersons say 
re;:mthorizationofEDA will continue the transformation process byreducing burdens on local 
communities, preselVing valuable program tools. strengthening the focus of resources, 
achieving programmatic consistency. eliminating obsolete authorities and encouraging 
cooperation among federal agencies, 

Legislation (H.R. 1430) entitled "The Economic Development Partnership Act of 1997 
(EDPA)" was introduced on April 24, 1997, Pursuant to the Administration's Fiscal Year 
1998 Budget, it seeks a 5M year reauthorization for EDA, retaining a number of provisions 
contained in legislation considered in the I 04th Congress (H,R, 300). It was referred to the 
Committee on Transportation and infrastructure (and, in addition, to the Committee on 
Banking and Financial Services). The subcommittee on Public Buildings and Economic 
Development held hearings on July 10. 1997. 

In the Senate, nearly identical legislation (S. 1647) was introdw::ed on February 12, 
1998. The Senate Environment and Public Works Subcommittee on Transportation and 
Infrastructure held a hearing on July 14, 1998. During ~he hearing, Senator Chafee testified: 

As Chainnan of the full Commlttee. I should be up-front about my stance on EDA; 1 
historically have not been a big: fa:l of the EDA, In fact, in 1,985 [ sponsored an 
amendment to elimmate the agency. But in recent years, 1have taken notice of the changes 
at the agency and its efforts to slrc:uuline its operations and target its efforts to truly 
distressed conununities. I have come to believe that we should move fOlWard with a 
reauthorization bill that locks in some the changes that the agency has undertaken. 

Therefore, over the past few weeks I have been review S. 1647 (the legislation before us 
today), and my staff has been working intensively with the EDA staff to develop a 
bipartisan, common-sense substitule thai can pass the Senate. I hope to circulate that draft 
to ull rnembers this week. It will not be easy to enact an EDA reauthorization bill this year, 
but [ will do what I can to get it done, 

On July 24, the House Transportation and Infrastructure Committee approved by voice 
vote a 5-year reauthorization bill (H.R. 4275) for EDA and the Appalachian Regional 
Commission (ARC). The new tegislation, introduced by Representatives Bud Shuster, 
James Oberstar, Jay Kim and James Tl'uficant, was reported to the House on August 6 
(H.Rcpt. 105-684. Part I). The committee report endorsed EDA's reauthorization and 
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stresses the value of the planning and technical assistance provided by Economic 
Development Districts (EDDs), Specifically, the report asserts: 

• 	 Funding of EDDs has been and remains an integral element of successruJ 
economic development grants awarded under this Act Economic 
Development Districts also are the coordinating entities for a number of 
other federal and state programs. 

• 	 Funding levels for EODs have actualiy decreased from their onginallevels 
in addition to not being adjusted for inflation in over 30 years, Currently, the 
average planning grant to districts is approximately $54,000, the same 
amount as in 1966 at the start of the program, Adjusted for inflation, the 
value ofa 1998 planning grant is only $10,80Q, OT about 20% on the dollar, 
when compared to its ,original purchasing power. 

• 	 For the past 30 years. EDDs have leveraged and stretched these small but 
significant planning grants to help thousands ofAmerica' s smaIl metropolitan 
and rural communities forge ahead and create jobs and opportunities for their 
citizens. 

• 	 EDA's planning assistance program is an excellent tool for fostering local 
economic development efforts through EDDs, particulariy in rural areas 
where resources are limited and regional cooperation in achieving common 
economic goals, is difficult, ' 

• 	 EDA is encouraged to allow EDDs to provide funds to purchase geographic 
information systems and global positioning systems. By using the latest 
technology, EDDs candrnmaticully enhance their abilityto map out industrial 
sites; local sewer lines, access roads and other infrastructure; develop 
enhanced overall economic development plans~ and analyze local economic 
development trends. The agency is encouraged to provide training for EDDs 
that addresses the potential for the systems. 

On July 29, the Senate Environment and Public Works Committee reported out as-year 
reauthorization bill (5. 2364) for EDA. The legislation was introduced by Chainnan John 
Chaiee and the committee's ranking minority member, Max Baucus, (Unlike the House 
version. the new Senate bill, as introduced, contained no reauthorization language regarding 
the ARC; a J-year reauthorization for ARC was added during conference.) 

The Economic Development Administrationand Appalachian Regional Development Act 
of 1998 (5, 23(4) passed the Senate by unanimous consent on October 121b. and passed the 
House under suspension of the rules on October 131/1. The new Act, signed into law by 
President Clinton on November 13th 

, is the first major rf;!wrlte of the authorization statutes 
for the EDA and for the ARC since the 1970s. The follOWing is a surrunary of the major 
changes made by the new reauthorization ,legislation to existing law and current practices: 

• 	 Establishes an economic development information clearinghouse on the 
economic development, economic adjustment, disaster, defense conversion 
and trade adjustment assistance activities of federal, Siate and local 
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governments. The clearinghouse is also intended to help potential applicants 
identifY potential resources and receive technical infonnation on how to 
alleviate unemployment 

• 	 Consolidates nine separate criteria forpublic works and eeonomic adjusnuent 
grants int{) three basic distress factors - high unemployment, low income 
and special need 

• 	 Limits EDA's share of aU grants to 5OC/1} (with supplements that may bring 
the federal share to 80%). with recipiems allowed to use cash and in·kind 
contributions to reach the cost sharing requirements, (Previously, match 
rates varied by program. The committees argued that this change was made 
to reflect the importance oflocal participation and investment in economic 
development activities.) Grant recipients are alsQ required to. submit regular 
evaluatio.n reports on all projects for up to 10 years. 

• 	 Continues previous legislative language that requires approved projects to 
be part of an overall investment strategy. The new tenn "comprehensive 
economic development strategy" serves the purpose ofan "overall economic 
development program" Of an "economic adjustment plan" in the Public 
Works and Economic Development Act. The agency may accept 
comprehensive plans developed under another federally supported program. 

• 	 Requires EDA to conduct regular perfonnance evalua(tons of university 
centers and economic development districts. University centers will be 
evaluated to detennine which arc perfonning well and deserve continued 
assistance whereas the district evaluation will focus cn management 
standards. financial accountability and program perfonnance. 

• 	 Incorporates language regularly used in the agency's annual appropriations 
which allows,the agency to fund projects on a military or Department of 
Energy (DOE) installation even if the applicant does not have title to the 
property or a leasehold interest in the property. 

• 	 Authorizes appropriaticn for defense conversion and 'disaster economic 
recovery activities including pilot projects for privatization and economic: 
development activities for dosed or realigned military or DOE installations. 
The bill allows the federal share of disaster activities to be up to. 100%. 

EDA in the 106" Congress 

Appropriations for FY2000 

The Economic Development Administration (EDA) has experienced a tumultuous 
appropriations history over the past few years. Its funding level was sharply reduced by the 
104111 Congress, but the cuts in funding were partially restored by the 105111

, Funding for its 
programs was again under the knife during the 1"\ session ofthe 1061h Congress; the Senate~ 
passed version of the Commerce, Justice, State Appropriations bill for FY2000 would have 
reduced EDA's funding for its Economic De,,:e!oprnent Assistance Programs (EDAP) by 
4~%" 

More specifically, the Se?ate Appropriations Committee completed action on its version 
of the CJ5 (Commerce, Justice, and State, the Judiciary, and other related agencies) 
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appropriations bill (5. 1217, S.Rep.. 106·76» on June 10, 1999.' The Committee approved 
only 520JA million for EDAP and S24.9 million for S&E - which would have provided 
EOA a total FY2000 appropriations of$2283 million 

On August 5, J999, the House, following the recommendation of iL'> Appropriations 
Committee, approved (H.R. 2670, H.Rep .. 106·283) $364.4 million for·EDAP and 824 
million for S&E. for a total FY2000 appropriation of $388.4 million. 

On November 22, 1999, the Consolidated Appropria,ions Act for fY2000 (H.R. 3194, 
H.Rept. 106·479) was presented '0 'he President. The Act (P.L. 106·113) provided EDA 
with a total FY2000 appropriation of $388.4 million ($361.8 million for Economic 
Development Assistance Programs and 526.5 million forSaJariesand Expenses. TbisamOuflt 
is approximately 84 million less ,han the agency's FY 1999 funding level 

Appropriations for FY2001 

For FY200 1, the Administration requested $27,7 million for S&E and $409.3 million for 
EDAP, for a total appropriation of $436,9 million. On June 19, the House Appropriations 
committee recommended $26.5 millionforS&E and $361.9 minion for EDAP. fora total CJS 
appropriation 0($38-8.4 million for FY200J. or $48.5 million less than requested. The CJS 
bill (H.R. 4690. H.Rep!. 106·680) WllS passed by.he House on June 26, by >Yore of 214· 
195, 1 present, 

On July 18, 2000, the Senate Appropriations Committee approved its version of the 
Commerce, Justice, State(CJS) appropriations bill (H.R. 4690) that providesEDA 's funding. 
The bill is awaiting floor action in the Senate. The Senate's version (S.RepL 106-404) would 
significnntlyreduce the agency's funding for its Economic Development Assistance Programs 
(EDAP) ·Specifically, it would provide $31.5 million for Salaries and Expenses (S&E) and 
$218 million for EDAP, for a ,otol appropriation of 5249.5 million for fY2001, or 8137.5 
million less than requested and $138.9 less than the total approved by the House, This 
recommendation is also S 138.9 million less than the level appropriated for FY2000, 

On October 27, 2000, Congress approved the Commerce, Justice, State (CJS) 
appropriations bill (H.R. 4690).~ The measure now awaits approval by the President. H.R. 
4690 is included in Conference Report approved by Congress (H,R, 4942; H.Rept. J06~ 
1005).' The bill included $286.7 million for EDAP and $28 million for S&E, for. total 
FY2001 appropriationof$411,9 million for EDA. Of the amounts provided, 3286.7 million 
is for Public Works and Economie Development, $,49,6 mittion is for Economic Adjustment 
Assistance, $31 ,) million is for Defense Conversion. $24 million is for Planning. $9.1 million 

~ The full committee filed its CJS report (S,Rept. 106~16) on June 14, 1999. 

S For detailed information, see CRS Report RUQ509, Appropriations for FY200}: Commerce, 
Justice, und State. the Judiciary.·and Related Agencies, 

( The measure passed (he Hou$e by 206 yeas to 198 nays and the Senate by 49 yeas t042 nays. Tbe 
Iloor debate in the Ilou~c and Se:Jate i~ contained in the Congressional Record, Vol. 146, October 27, 
2000,pp,H1l265~97:SI1230.4L ' 
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is for Technical Assistance (including University Centers), $10,5 million is for Trade 
Adjustment Assistance, and 5.5 million , is for Research. 
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