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;To the President of the Senate and the 
~Speaket of the House of Representatives 

This report discusses our review of industrial park 
projects funded by the Economic Development Administration. 
Because of the important role the funding of these projects 

‘can play in attracting businesses which in turn create jobs 
) in distressed areas, we sought to assess the projects’ ef- 
‘fectiveness and to determine what management improvements 
‘are needed to maximize project accomplishments. 

Copies of this report are being sent to the Director, 
Office of Management and Budget, and to the Secretary of 
Commerce. 

. 



. 



COMPTROLLER GENERAL'S MORE CAN BE DONE TO 
REPORT TO THE CONGRESS ENSURE THAT INDUSTRIAL 

PARKS CREATE NEW JOBS 

E_IGEST ---- 

Industrial park projects funded by the 
Economic Development Administration (EDA) 
have helped distressed areas attract busi- 
nesses, which in turn have saved or created 
jobs for area residents. GAO's review of 
101 park projects, costing EDA about $41.4 
million, showed that 383 businesses were 
located in these parks, saving or creating 
27,072 jobs. 

However, a number of park projects have 
problems: they have not attracted busi- 
nesses, are not well utilized, and have not 
created nearly as many jobs as anticipated 
when the projects were proposed. To correct 
these problems, GAO is recommending that EDA 

--improve assessments of the need for and 
location of proposed projects, 

--establish a management assistance program 
to help underutilized projects attract 
businesses, and 

--control business relocations. 

Improvements are also needed to effectively 
monitor and assess project accomplishments. 

Through fiscal year 1979, EDA obligated about 
$519 million in grants for about 1,130 park 
projects. GAO's review was based on v*isits to 
26 projects in Louisiana, Mississippi, and 
Michigan and on questionnaire results of 75 
other projects located throughout the country. 

ASSESSING PROPOSED PROJECTS --- 
Do industrial parks stand a good chance of 
attracting businesses and creating jobs for 
area residents? This question needs to be 
answered before park projects are approved. 
EDA does not require feasibility studies 
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to assess whether projects are needed or 
whether they are favorably located to attract 
businesses. As a result, projects are being 
approved without adequate justification. 

Feasibility studies had not been conducted for 
any of the 26 projects GAO visited. Had these 
assessments been made and reviewed by EDA, at 
least three of these projects, which have cost 
EDA $712,600 and have had little or no influence 
in attracting businesses, probably would not 
have been funded. (See pp. 6 to 8.) 

EDA should require applicants 1/ to perform 
feasibility studies on proposea park projects 
to assess whether the projects are needed and 
are favorably located to attract businesses. 
(See p. 17.) 

ESTABLISHING A MANAGEMENT 
ASSISTANCE PROGRAM 

To protect the Federal Government’s investment 
in park projects, EDA should establish a 
management assistance program to help the park 
applicants attract businesses to their parks. 
(See pp. 11 to 16.) 

Although EDA relies on the applicants to market 
and promote their parks, the applicants gener- 
ally do not have the time, resources, or exper- 
tise needed to attract businesses to their parks. 
Of the 26 park projects GAO visited, only three 
applicants personally contacted businesses to 
persuade them to locate in their parks. Because 
EDA relies heavily on the applicants to market 
and promote the parks, it should periodically 
assess the applicants’ capabilities and plans 
for marketing and promoting their parks. 
(See pp. 11 and 12.) 

Specific recommendations for establishing a 
management assistance program and assessing the 
marketing and promotion plans are on page 17. 

i/Applicants can include any State, political sub- 
division, Indian tribe, or private or public 
nonprofit organization representing the area. 

ii 



CONTROLLING BUSINESS RELOCATIONS -.-- --- 

Although a primary purpose of EDA-funded 
industrial park projects is to attract new 
businesses or business expansions, 175, or 
about 46 percent, of the 383 businesses located 
in the parks reviewed are business relocations. 
Of these relocations, 33 should have been pro- 
hibited under EDA policy, and many of the other 
142 relocations, although generally not pro- 
hibited, did not provide additional jobs for 
area residents. 

EDA policy is that businesses relocating from 
one area of the country to another should not 
be allowed to locate in EDA-funded parks because 
this practice, in most cases, merely transfers 
jobs and unemployment problems. Despite this 
policy, prohibited business relocations occurred 
because EDA is unclear as to whether the admin- 
istration of its policy applies to all businesses 
relocating from outside the area or only to those 
businesses relocating within a specified time 
period. Furthermore, park applicants are not, 
in all cases, adhering to their assurances that 
business relocations from other areas will not 
occur. (See pp. 22 to 26.) 

Business relocations within the area of the park 
generally are allowed. However, many of these 
relocations are unjustified because the busi- 
nesses merely moved to more attractive sites 
and did not provide additional jobs. Of the 142 
businesses which relocated within the same labor 
area, 26 had either the same number of or fewer em- 
ployees at their new locations than at their former 
sites, 28 increased employment by an average of 
fewer than three employees, and 9 abolished 
jobs when they relocated to the parks. In all 
instances, these businesses did not save any 
jobs because they probably would have remained 
at their former sites or found new sites in the 
areas had the parks not been developed. (See 
pp. 26 to 28.) 

Specific recommendations for controlling busi- 
ness relocations are on page 29. 
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NEED TO MONITOR AND 
ASSESS PARK PRmS ----e-.---m 

Although it has been funding industrial park 
projects since 1966, EDA has not systematically 
gathered, monitored, or evaluated data on 
project accomplishments to judge their overall 
effectiveness. 

Recognizing the need for such data, in 
November 1977 EDA began designing a system 
to monitor the impact and assess the effective- 
ness of its programs. The system is expected 
to be fully operational in late 1980. It in- 
cludes a cost criterion for saving and creating 
jobs, time frames for realizing employment pro- 
jections, and a way to measure actual employment 
accomplishments. However, because industrial 
park projects are unique in that they are de- 
signed to attract a number of businesses over 
a period of time, refinements to the system are 
needed for park projects. (See pp. 33 to 39.) 

Another shortcoming in the system is that only 
projects funded since fiscal year 1979 will be 
included. As a result, it will be several years 
until park project accomplishment data will be 
available. To monitor and evaluate park projects 
now and to provide management assistance effec- 
tively, EDA should gather accomplishment data 
on park projects funded in the past. 
(See pp. 39 to 41.) 

Specific recommendations on monitoring the 
impact and assessing the performance of indus- 
trial park projects are on page 42. 

AGENCY COMMENTS 

EDA generally agreed with GAO on the conclu- 
sions reached in the report and some of the 
recommendations. Disagreement stemmed primarily 
from the agency's philosophy that the Federal 
Government should not significantly intervene 
in the local development process and the agency's 
view that it is faced with administrative and 
funding restrictions. 

Concerning EDA's comment that the Federal 
Government should not intervene in the local 
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development process, GAO believes that its 
recommendation for a management assistance 
program would not necessitate significant 
direct Federal intervention in the local 
development process but, rather, would be 
welcomed by the applicants who do not have 
the time, resources, or expertise to attract 
businesses on their own. Without assistance 
from EDA, many of the parks will probably 
continue to be vacant or underutilized. 

GAO recognizes that administrative and funding 
restriction constraints could be impediments 
to providing the necessary corrective actions 
to the problems identified. Therefore, the 
recommendations contained in the report are 
made with the purpose of minimizing additional 
costs and preserving limited staff resources, 
where practical. 

The agency’s comments are incorporated in 
pertinent sections of the report and included 
as appendix III. 
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CHAPTER 1 

INTRODUCTION 

The Public Works and Economic Development Act (PWEDA) 
of 1965 (42 U.S.C. 3121), as amended, was enacted to assist 
areas of substantial and persistent unemployment and under- 
employment. Because unemployment and underemployment cause 
hardships for many individuals and families in these areas, 
the Federal Government helps plan and finance area economic 
development. The act tries to help these areas to help 
themselves achieve lasting improvement and domestic prosper- 
ity by establishing stable and diversified economies and 
improved local conditions. 

The act is administered by the Economic Development 
Administration (EDA), lJ which is headed by the Assistant 
Secretary for Economic Development, Department of Commerce. 
EDA's headquarters is in Washington, D.C., and its six re- 
gional offices are in Philadelphia, Atlanta, Chicago, Austin, 
Denver, and Seattle. Regional office field representatives 
advise communities of EDA's programs. 

To be eligible for EDA assistance, an area must meet one 
of the requirements set forth in title IV of the act. The 
term " a r e a '* includes counties, labor areas, census divisions 
of urban communities, and Indian reservations. Areas which 
qualify are those which have (1) substantial unemployment, 
(2) low median family incomes, (3) an unusual and abrupt rise 
in unemployment, (4) a large concentration of low-income per- 
sons, (5) substantial rural outmigration, and (6) economic 
deterioration. After an area qualifies, it must submit an 
Overall Economic Development Program to EDA to become a de- 
signated redevelopment area and be eligible for EDA program 
assistance. This program --prepared by the local planning 
organization-- describes an area's environment and examines 
economic development opportunities.' It also identifies proj- 
ects for promoting economic progress and improving community 
facilities and services. The program is updated as changes 
occur. 

The act authorizes a wide range of financial assistance 
to help economically distressed areas attract new industry, 
thereby creating new and permanent jobs. The principal as- 
sistance offered is public works and developmental facilities 
grants. Between fiscal years 1966 and 1979, EDA obligated 

LL/EDA is the successor agency to the Area Redevelopment Admin- 
istration in helping economically distressed areas. 
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about $2.5 billion in direct and supplemental grant assistance 
on about 5,400 public works projects, or about 52 percent of 
the $4.8 billion provided by all ERA programs authorized by 
PWEDA during this period. Other assistance includes public 
works and development facility loans, business development 
loans and guarantees, technical assistance and planning 
grants, and special economic development and adjustment 
assistance grants. 

PUBLIC WORKS AND DEVELOPMENTAL 
FACILITIES GRANT PROGRAM 

Title I of the act authorized EDA to make direct and 
supplemental grants for public works and developmental 
facilities projects. These projects help distressed areas 
suffering from high unemployment, low family incomes, and 
sparse financial resources to implement their area improvement 
projects. These projects support local and State improvement 
efforts by providing funds for basic facilities. These facil- 
ities promote general industrial and commercial growth by 
encouraging private enterprise to establish or expand job- 
generating activities in these areas. 

Title I of the act states that EDA may make grants for 
public works and developmental facilities if the grant project 
will directly or indirectly 

--tend to improve opportunities in the area for 
successfully establishing or expanding industrial 
or commercial plant facilities, 

--otherwise assist in creating additional long-term 
employment opportunties, or 

--primarily benefit the long-term unemployed and members 
of low-income families. 

In addition, the project must fulfill a pressing need in the 
area and be consistent with its approved economic development 
plan. The types of projects funded under the Public Works and 
Developmental Facilities Grant Program are diverse--they in- 
clude industrial parks: industrial and commercial development 
facilities such as water, sewer, and waste treatment facil- 
ities; port and harbor facilities; airport facilities; recre- 
ational and tourism facilities; skill-training centers; and 
health centers. 

The funding of industrial park projects has played an 
important role in EDA’s development strategies because their 
primary purpose is to upgrade the land in distressed areas 
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to make it attractive for industry to locate and create jobs. 
Between fiscal years 1966 and 1979, EDA ‘obligated about $519 
million in public works grant funds for about 1,130 park proj- 
ects. This represents about 21 percent of the $2.5 billion 
obligated in direct and supplemental grant assistance under 
the public works program. 

Industrial park projects 

Although there is no standard or EDA definition of an 
industrial park, available criteria spell out the key elements 
which separate parks from other industrial or commercial 
projects. Generally, an industrial park is a tract of land 
that has a minimum number of acres suitable for industrial 
use because of topography, proper zoning, availability of 
utilities, and accessibility to transportation and is under 
the control and administration of a single entity. In addi- 
tion, park usage is regulated by covenants that enable a 
group of industries to operate within the park efficiently. 

EDA-funded park projects are primarily designed to 
upgrade the land in economically distressed areas so that 
it attracts new industries. In turn, new industries provide 
new jobs for the communities’ unemployed, underemployed, and 
low-income residents and increase the communities’ tax base. 

EDA-funded industrial park projects can be used to 
develop new parks or to expand and/or improve existing ones. 
The types of facilities constructed in the parks vary from 
project to project, but they usually include a combination 
of paved streets or access roads; water storage, treatment, 
and distribution facilities; sewage collection and treatment; 
storm sewers; and railroad spurs or sidings. There are no 
limitations on park size; it can vary from only a few acres 
to thousands of acres. 

Once an area is determined eligible for funds, EDA may 
make grants for industrial park projects to any State, polit- 
ical subdivision, Indian tribe, or private or public non- 
profit organization representing the area. Like other title 
I projects, direct grants for industrial park projects are 

. 

limited to 50 percent of the project’s total costs. The 
amount of a supplemental grant depends on an area’s degree 
of economic distress and the nature of the project. The 
combined direct and supplemental grants on a project cannot 
exceed 80 percent of its estimated cost, except for grants 
made to Indian tribes, which can amount to 100 percent. 
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‘OBJECTIVES,SCOPE,ND METHODOLOGY -- 

Our review objectives were to determine how successful 
‘EDA-funded industrial park projects have been in attracting 
~businesses and saving and creating jobs for area residents 
‘and whether agency management improvements are needed to 
~maximize past and future park project accomplishments. 

In conducting our review of EDA-funded industrial park 
projects, we interviewed EDA officials and reviewed policies, 

I regulations, and procedures at EDA headquarters in Washington, 
D.C., and at regional offices in Atlanta, Georgia; Austin, 
Texas: and Chicago, Illinois. 

The projects selected for review were based on an EDA 
computer run of all industrial park projects funded under the 
public works program as of September 22, 1978. From this run, 
which totaled 937 projects, we eliminated projects located 
in Puerto Rico and on Indian reservations, projects completed 
after June 30, 1976, and projects funded under the Public 
Works Impact Program. Reasons for eliminations are discussed 
in appendix II. After eliminations, our potential universe 
for review was reduced to 476 projects. From the 476 projects, 
we first selected 26 projects to review in detail through 
site visits and tried to determine the effectiveness of 150 
other park projects by sending questionnaires to the park 
applicants and businesses located in the parks. 

The 26 projects we visited were in Louisiana, Missis- 
sippi, and Michigan. These States were chosen because they 
had 107, or about 22 percent, of the 476 projects in the 
universe. The selection of the 26 projects visited was based 
on the geographic closeness of the projects in each State 
to maximize project visits. During our visits, we inter- 
viewed applicant representatives, park businesses, planning 
and development districts, State and local governments, and 
other community groups and organizations. We also reviewed 
the project files at the Atlanta, Austin, and-Chicago re- 
gional offices and discussed the projects with EDA State 
representatives. 

Questionnaires were sent to applicants of the 150 other 
park projects asking them to give us the names and addresses 
of the businesses located in their park projects so that 
another questionnaire could be sent to these businesses. 
Because some applicants either did not respond or responded 
that their projects were not for industrial parks and because 
some park businesses did not respond, we received complete 
results on 75 park projects. (See app. II for sampling 
select ion, addit ional methodology used, and questionnaire 
results.) 



CHAPTER 2 

NEED TO BETTER ASSESS PROPOSED PROJECTS AND 

ESTABLISH A MANAGEMENT ASSISTANCE PROGRAM 

EDA-funded industrial park projects have helped 
distressed areas attract businesses, which in turn have 
saved or created jobs for area residents. Overall, our 
review of 101 park projects between February 1979 and 
January 1980 showed that 383 businesses were located in 
these parks and that 27,072 jobs were saved or created. 
(See app. I.) 

Despite this success, many park projects have not 
attracted businesses and created jobs as anticipated by 
park applicants. Our review of the 101 park projects 
showed that 

--lo percent of the projects were vacant, although 
they had been completed for an average of about 
7 years: 

--38 percent of the projects had a park utilization 
rate L/ of less than 25 percent although they had 
been completed for an average of 5-l/2 years; and 

--51 percent of the projects that had job projections 
actually met less than half of their projections 
for each project, even though these projects had 
been completed for an average of about 6 years. 
Also, these projects together had met only 15 per- 
cent of their projections. 

To maximize past and future project accomplishments 
and prevent the park results noted above from recurring, 
EDA needs to improve its management of industrial park 
projects by 

--assessing whether proposed projects are needed and 
are favorably located to attract businesses before 
being approved and 

&/Percentage of park acres occupied by businesses as compared 
with park acres available to be occupied. 
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--establishing a management assistance program to 
help projectr that have had little or no success 
in attracting businesses and creating jobs. 

NEED TO BETTER ASSESS 
PROPOSED PROJECTS 

Although EDA has developed guidelines for industrial park 
feasibility studies, it does not require its applicants, when 
requesting funding for industrial park projects, to submit 
studies based on an assessment of the need for the project 
and whether the project is favorably located to attract busi- 
nesses. As a result, EDA approves park projects without ade- 
quate justification to ensure that the proposed parks will be 
successful in attracting businesses and creating jobs for the 
area residents. 

We reviewed the project files for the 26 park projects 
that we visited and found that no feasibility studies were 
made to determine whether the projects were needed or were 
favorably located to attract industry. If feasibility studies 
had contained these assessments and their contents had been 
carefully analyzed by EDA, some of these projects, which at 
the time of our review were vacant or poorly utilized, may 
not have been approved. 

In 1968 EDA, through its technical assistance staff, 
developed guidelines to perform economic and technical feasi- 
bility studies of proposed industrial park sites. As part of 
the guidelines, EDA stated that feasibility studies should 
include an inventory and analysis of the specific economic and 
physical resources of the area where the proposed park is to 
be located. This inventory and analysis would determine if 
the proposed park site could attract businesses. The guide- 
lines outlined in detail the specific economic and physical 
resources of the area to be considered. These included the 
(1) types of natural resources and their proximity to major 
sources of raw material, (2) adequacy of the labor force, 
(3) adequacy of the transportation systerr, (4) adequacy of the 
utilities and communications systems, (5) economic makeup of 
the area, and (6) competitive position of the proposed site 
in relation to other existing and potential industrial sites 
in the area. 

We asked the public works staffs at the EDA regional 
offices why feasibility studies assessing the need for the 
projects and whether they were favorably located were not 
performed on the projects we reviewed even though guidelines 
have been developed for such studies. We were told by the 
staffs that the feasibility study guidelines are primarily 
designed to help EDA’s technical assistance staff determine 
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whether facilities being placed in a proposed park are 
technically feasible and adequate--that is, to determine 
whether placing utilities, access roads, etc., on park 
property is feasible --rather than to determine whether a 
need for the project exists or whether the project is 
favorably located to attract businesses. We were told that 
the applicants’ city engineer usually performs the technical 
feasibility study on the project facilities and this infor- 
mation is reviewed and appropriate recommendations made by 
EDA’s technical assistance staff. The information then 
becomes part of the project file and may be used when 
considering project funding. 

Although we did not specifically review each of the 
projects visited to determine whether they should have been 
funded , we did note that if EDA had required feasibility 
studies in accordance with the guidelines established by its 
technical assistance staff, and if the studies had been care- 
fully reviewed by EDA, at least three of the projects visited 
probably would not have been funded. These three projects, 
which cost EDA $712,600 and are outlined below, have had 
little or no success in attracting businesses and creating 
jobs. 

--EDA, in June 1972, approved a 370acre industrial 
park in northeast Michigan. The project, which 
cost EDA $118,400, was approved to provide indus- 
trial diversification for the area and to increase 
employment in the county. It was anticipated that 
the project would attract businesses and create at 
least 60 jobs in the area. During our visit to 
the project, we noted that the park project loca- 
tion was geographically isolated--the nearest 
major highway was more than 40 miles away and the 
local airport had no commercial flights. In addi- 
tion, most area businesses were associated with a 
large steel company, and the business’ employees 
were unionized and their hourly wages were well 
above the hourly incomes of employees from the 
surrounding area, who were not unionized. As 
a result, other businesses were discouraged from 
locating in the area. At the time of our visit, 
which was about 40 months after the park project 
was completed, the park remained vacant. 

--EDA approved a 57-acre park project in February 
1970 in a rural Michigan community which, at 
that time, had a population of 2,684. The project 
cost EDA $538,000. In April 1972, about 7 months 
before the 57-acre park project was completed, EDA 
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approved another 60-acre park project in a rural 
community 3 miles away, which in 1970 had a popula- 
tion of 1,150. This project cost EDA $267,200. It 
was anticipated that the 600acre park project would 
create 93 jobs for area residents. Because of the 
close proximity of these parks and the relatively 
small number of people living in these communities, 
it seems unlikely that this area could support two 
successful park projects. Both parks are having 
problems in attracting businesses. The 57-acre park, 
which had been complete for 80 months at the time of 
our visit, had met its projected employment but was 
only about 50 percent occupied. The 60-acre park, 
which had been completed for 37 months at the time 
of our visit, had attracted only one business, 
which employed 20 people, and occupied 9 of the 
available 60 acres of park land. 

--EDA approved a 20-acre park project in June 1971 
in a small Louisiana community. The project cost 
EDA $327,000. EDA approved the project because 
the applicant had a commitment from a business to 
locate in the park. It was anticipated that the 
business would create 141 jobs and that more 
businesses would locate in the future and create 
more jobs. However, before the park project was 
completed, the owner of the business died and the 
business was never started. At the time of our 
visit, about 61 months after the project had been 
completed, the park remained vacant. We asked the 
applicant why no other businesses had located in the 
park. We were told that since the park was com- 
pleted, two businesses had expressed interest in lo- 
cating in the park; however, one business located 
in an EDA-funded park 16 miles away because that park 
had access to the waterways. The other business lo- 
cated in an EDA-funded park 6 miles away because that 
park had a better labor supply, was near an airport, 
and had more suitable rail conditions for the busi- 
ness. In addition, EDA’s economic development 
representative for Louisiana, commenting on vacant 
EDA-funded parks in that State, said that the park 
was poorly located for general transportation needs. 

If ECA had assessed the projects’ needs and whether they 
were favorably located to attract businesses, we believe that 
the (1) inadequate labor force, (2) inadequate transportation 
system, and (3) poor competitive position of the proposed 
sites in relation to other sites in the area would have been 
highlighted, thus making it likely that these projects would 
not have been funded. 



EDA has recognized that it funded 
r-jects near other p ark arks 

Concerning the competitive position of the proposed 
sites in relation to other sites in the area, EDA recognized 
that it was funding park projects that were near other in- 
dustrial parks that had excess capacity. In a June 27, 1977, 
memorandum, EDA’s Deputy Assistant Secretary for Operations 
directed the public works chiefs in each regional office to 
justify the funding of new park projects in areas where other 
parks already existed regardless of whether the existing parks 
were funded by EDA or by some other organization. As part of 
that justif ication, the Deputy Assistant Secretary stated that 
if other parks existed within a 25-mile radius, the existing 
parks’ occupancy rate would have to be determined, and if the 
parks had unused capacity, an explanation of why additional 
space should be developed would be necessary. 

In a followup memorandum in October 1977, the Deputy 
Assistant Secretary for Operations clarified his position. 
He said that for EDA to select potentially successful 
industrial park projects, more information was needed 
for a more complete assessment of the industrial space 
existing in the area. This information included 

--number of existing developed industrial parks and 
their acreage; 

--occupancy rate, type of industry, and number of 
employees within the existing park; 

--the classification of the types of available in- 
dustrial space, such as whether the space is suit- 
able for heavy or light industry, is vertical 
or hor izontal space, and a description of the 
environment surrounding the’ existing parks; and 

--the parks’ accessibility to transportation and 
markets. I 

The October memorandum also stated that the 25-mile radius 
would be retained for proposed projects in rural areas, 
However, the prescribed area to report industrial park 
information on existing projects for projects proposed in 
urban areas should be the redevelopment area or the political 
jurisdiction where the proposed project is to be located, 
whichever is smaller. The memorandum further stated that 
additional information should be considered for proposed park 
projects in urban areas. This additional information included 
the (1) quality of available space, (2) reasons for availa- 
bility of existing space, (3) feasibility of using existing 
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space, and (4) effect of the proposed project on the area’s 
commercial and residential sections. 

Although these memorandums were not in effect for the 
park projects included in our sample, EDA continues to ap- 
prove park projects in areas close to existing ones and where 
excess capacity still remains. We noted that two projects 
approved after the Deputy Assistant Secretary for Operations’ 
memorandums, were in the same economic development district 
where EDA had previously approved six other park projects. 
The two projects were both located in rural areas and were 
approved despite being within 25 miles of other parks with 
excess capacity. 

One project was approved in August 1979 at an estimated 
cost to EDA of $330,000. The project was to expand an 
existing non-EDA park from 29 to 52 acres by providing addi- 
tional water capacity to the park and constructing access 
roads, a railroad spur, and a truck staging area. The park 
project was approved even though at the time of approval an 
EDA-f unded , 177-acre park about 10 miles away was vacant, and 
a 50-acre, non-EDA park about 15 miles away still had 19 un- 
used acres. EDA’s justification for approving the park proj- 
ect was that two rail-oriented businesses wanted to locate in 
the park because it had ready access to a railroad while the 
other two parks did not. In discussing the project with the 
applicant, we were told that the two prospective businesses 
planned to locate on the original 29 acres, and the 23 acres 
developed with the EDA-funded project would be used for future 
expansion. 

The other project was approved in July 1978 to construct 
a 70-acre park at an estimated cost to EDA of $649,200. The 
project was approved because the applicant had a commitment 
from a business to locate in the park, and the business would 
create 100 new jobs initially and an additional 200 jobs 
within 3 years. The project was approved even though an 
EDA-f unded , 20-acre park 6 miles away was vacant, and an- 
other EDA-funded, 17-acre park 16 miles away had 8 unused 
acres remaining. EDA justified project approval because 
(1) the prospective business wanted to use 30 acres of park 
land and neither of the other two parks had the needed acre- 
age, (2) the 20-acre vacant park did not have access to a 
railroad, and (3) the weight-bearing capacity of the 20-acre 
park’s soil was not sufficient for the needs of the prospec- 
tive business. In discussing the 70-acre park project with 
the applicant, we were told that the railroad spur was deleted 
from the project because the railroad tracks that had run 
alongside the project were taken apart. When reviewing the 
project file for the 20-acre vacant park, we also noted that 
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the applicant had an option to purchase 16 additional acres 
adjacent to the 20 acres. 

The chief, Public Works Division, of the EDA regional . 
office where these two projects were approved said that 
the region’s basic philosophy is to fund industrial park 
projects if the project has a prospective business commitment 
and will result in immediate jobs. He said that the region 
does inventory other park projects located within 25 miles 
of the proposed project, but if the parks are not feasible 
for a prospective business to locate in, the region will,fund 
additional projects. He said that the region will not post- 
pone approving park projects just to fill vacant acreage at 
existing parks. 

Based on the above two examples, the June and October 
1977 memorandums issued by EDA’s Deputy Assistant Secretary 
for Operations have not been effective in curtailing the 
funding of industrial park projects that are located near 
other park projects with excess capacity. Rather, continuing 
to fund projects based on a commitment from a business may 
cause additional excess capacity in the area. Since our 
review was limited to the two examples cited above, we do 
not know how widespread is the practice of funding additional 
parks in areas where existing parks have excess capacity. 
However, based on the philosophy of the regional office where 
these projects were funded, it may be prevalent for projects 
funded by that region. 

We also believe that the two examples cited above rein- 
force our position that assessments need to be performed on 
proposed park projects to determine whether a need for the 
project exists OK whether the projects are favorably located 
to attract businesses. 

NEED FOR A MANAGEMENT 
. 

EDA does not have a management assistance program to help 
applicants who have problems attracting businesses to locate 
in and use their industrial parks. EDA’s involvement with its 
park projects generally ends when the construction of the park 
is physically complete; it relies on the applicants to market 
and promote their own parks. (EDA does have a management as- 
sistance program for parks it has funded on Indian reserva- 
tions.) Although applicants should bear overall responsibil- 
ity for marketing and promoting their parks, EDA needs to 
help parks that are vacant or have low utilization rates to 
protect the Federal Government’s investment in such projects. 
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DQring our review of the 101 park projects, we found that 
10 parks were vacant even though they had been completed for 
an average of about 7 years; 22 other parks, completed for 
an average of 5 years, had attracted only 39 businesses and 
had an average park utilization rate of about 12 percent. 
Although part of this problem may be attributed to the feasi- 
bility of funding some of these parks, a significant factor, 
based on visits to 26 park projects, is that applicants gen- 
erally do not have the time, resources, or expertise to ac- 
tively market and promote their parks to attract businesses. 

Our review of 26 park projects visited showed that in 
10 cases the applicants did no promoting of their parks, and 
in the remaining 16 cases, park promotion was generally lim- 
ited to advertising in various local, State, and/or trade 
publications and mailing out brochures containing informa- 
tion about the community. In only three cases did the appli- 
cants personally contact businesses and try to persuade them 
to locate or expand their operations in the industrial parks. 
Eecause EDA relies heavily on the applicants to promote their 
parks, it needs to assess their capabilities and plans for 
marketing and promoting their parks and periodically determine 
how these plans are being carried out to attract businesses. 

Our review also showed that because EDA does not have 
a management assistance program, it has done little to help 
applicants find businesses for parks. We noted that two parks 
that were vacant at the time of our visits might have been 
helped if EDA had had a management assistance program. In 
both cases, EDA expressed concern that the parks were vacant 
but did not offer help in finding occupants. 

We discussed the need for EDA to help parks that have 
remained vacant or that are poorly used with the three re- 
gional offices we visited. After our discussion, one re- 
gional office director directed the economic’ development 
representatives in the region to prepare quarterly reports, 
beginning May 1979, identifying all EDA-funded vacant parks 
in the region. A reporting format was also devised for use 
by each of the representatives in compiling information on 
the vacant parks, assessing the local communities’ attitudes 
toward industrial expansion, and to comment and make sugges- 
tions on how EDA can trigger actions to attract businesses 
to the parks. 

In followup discussions with the region, we were told 
that the reports had been useful to identify vacant parks 
and determine the communities’ attitudes toward industrial 
expansion and what actions have been or are planned by the 
applicants to attract businesses. 
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Recommendations have been 
maae the past on the need for 
management asarstanG?forts 

EDA, through its Office of Management and Administration 
(formerly the Office of Administration and Program Analysis), 
has evaluated its industrial park projects in the past. In 
two such evaluations, l/ EDA recognized the need to become 
more involved in provizding management assistance to help 
attract additional businesses to its vacant and underuti- 
lized parks. The 1973 evaluation made the following 
recommendations: 

“EDA should become much more involved in the 
operational phase of EDA financed industrial 
parks, particularly in the area of promotional 
activities intended to attract industry to dis- 
tressed area industrial parks. EDA should use 
technical assistance funds to pilot test the 
promotion of approximately 20 industrial parks 
that are either unoccupied or less than 50 percent 
occupied and have been in operation for from 12 
to 22 months.” 

* * * * * 

“EDA should directly employ, both nationally and 
regionally, industrial location specialists, whose 
primary responsibility should be the attraction of 
industry to EDA designated areas. These specialists 
should particularly concentrate on attracting in- 
dustry for the approximately 78 percent of developed 
industrial park acreage that is unoccupied.” 

The 1974 evaluation recommended that 

I’* * * There is a need for more co=-ordination be- 
tween EDA's public works, technical assistance, and 
business loan programs. Prefe’rential treatment 
could be given to firms seeking to locate in areas 
where substantial EDA-funded industrial park 
acreage exists. 

d-e--- 

i/“Industrial Parks Funded by the Economic Development Ad- 
ministration,” April 1973, and “An Updated Evaluation of 
EDA-Funded Industrial Parks 1968-1974,” June 1974, Office 
of Administration and Program Analysis, EDA, Department 
of Commerce. 
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‘* * * There is also a need for co-ordination be- 
tween the Agency and the Small Business Administra- 
tion [SEA]. The larger SBA loan program offer8 great 
potential leverage for encouraging businesses to 
locate in economically depressed areas. 

“* * * Greater emphasis must be placed on filling 
industrial parks. At present, involvement with 
industrial parks occurs primarily at the development 
stage. Many park official8 complained about a lack 
of resources, including personnel, with which to 
promote the park. Greater Agency involvement in 
promotional activities through technical assistance, 
planning grants, 
required. 

and business loans program8 is 
The Agency should also strive to increase 

the effectiveness of the Economic Development Dis- 
tricts and the States in selecting industrial park 
sites and in attracting industry to economically 
distressed areas through leadership, technical 
assistance, and greater co-operation.” 

We discussed these recommendations with the Deputy Direc- 
tor of EDA’s Office of Public Investments. We were told that 
these recommendations were implemented for park projects 
located on Indian reservations but not for others because 
the agency does not have enough staff or resources. We were 
told that establishing a management assistance program to 
help attract businesses to parks on Indian reservations was 
feasible because EDA’s investment in these parks is relatively 
small and only a small staff is needed. The Deputy Director 
said that because EDA’s park investments on non-Indian reser- 
vations are much larger, a much larger staff would be needed 
to provide them with management assistance. 

Management assistance is beinq qiven 
to parks on Indian reservations 

In November 1973 EDA established the Indian Industrial 
Development Office to help develop self-sustaining economies 
on Indian reservations. One of the primary reasons for 
creating the Office was to help Indian tribes attract busi- 
nesses since many of their EDA-funded industrial parks were 
not being aggressively promoted and were vacant or poorly 
utilized. During discussions with the Director of that 
Office, we were told that management assistance was being 
provided to increase the use of EDA parks. These efforts 
included 

--working with tribal leaders to evaluate the reserva- 
tions’ potential for developing promotional programs, 
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---providing technical and management assisthnce to 
businesses in the parks to produce and market their 
products, 

--conducting an ongoing contact program with growth 
companies throughout the country to encourage them 
to establish branch plants or joint ventures in 
the parks, and 

--giving priority for business development loans 
to qualified businesses that locate in industrial 
parks on Indian reservations, 

We were told that these initiatives have resulted in attract- 
ing 29 businesses to locate on Indian reservation lands since 
November 1973. Sixteen of these businesses located in 15 
industrial parks are on Indian reservations. 

EDA, through its fiscal year 1980 Indian program ’ 
strategy, has also developed additional initiatives con- 
cerning industrial parks located on Indian reservations. 
Of the 49 park projects that have been funded on Indian 
reservations, EDA has identified 14 (4 under construction 
and 10 constructed but vacant) that need to be examined to 
determine their potential to create and expand both Indian- 
owned and privately owned businesses in these parks. As 
part of that examination, EDA will use in-house staff and 
consultant services to (1) study the parks’ industrial 
potential, (2) develop an action plan for parks with 
potential, and (3) identify alternate uses for parks 
with no industrial potential. 

EDA does have the capability to determine what types 
of businesses would be attracted to ‘its industrial parks. 
Through its Industrial Location Service (ILS) , EDA had de- 
veloped a computerized system that matched the basic economic 
location requirements of certain growth businesses with the 
economic location factors of selected areas eligible for EDA 
assistance. The system was designed to improve local planning 
efforts by helping areas eligible for EDA assistance to iden- 
tify businesses that could operate profitably within them and 
to help businesses identify economic development areas that 
would be best suited for future expansion. The system was 
developed because many eligible areas are small, little-known 
towns and cities whose local leaders did not have the exper- 
tise to identify businesses that would find their locations 
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attractive. Aleo, businesses would often overlook these towns 
and cities when seeking new plant sites for future expansion. 

As a result of the computer match, which was initially 
conducted in 1971 and is continually being updated, ILS can 
determine which of its economic development areas would be 
best suited and meet the needs of about 2,650 growth busi- 
nesses that may wish to expand their operations in the future. 
We believe that this data could be used as a valuable tool by 
EDA to provide management assistance to applicants having 
problems in attracting businesses to their industrial parks. 

Although the Deputy Director of the Office of Public 
Investments said that the agency does not have enough staff 
or resources to properly implement management assistance 
efforts for park projects located on other than Indian reser- 
‘vations, we believe that providing management assistance is 
necessary to maximize project accomplishments and to protect 
the Federal Government’s investment in such projects. We 
believe that the cost of establishing a management assist,ance 
program to help applicants who have problems attracting busi- 
inesses can be minimized by 

--using the ILS to determine the types of businesses 
that would be best suited to locate in these parks; 

--adopting the Office of Management and Administration’s 
recommendations to directly employ industrial loca- 
tion specialists to attract businesses and coordinate 
between the Office of Public Investments and the 
Office of Development Finance Projects in giving 
priority for business development loans to qualified 
businesses that locate in the parks; and 

--requiring the regional offices to prepare periodic 
reports identifying vacant and poorly utilized parks, 
develop possible solutions to attract businesses, 
and assess the applicants’ marketing and promotion 
plans and their progress in attracting businesses. 

EDA-funded industrial park projects have been successful 
in attracting businesses and saving and creating jobs in 
distressed areas. However, a number of projects have prob- 
lems: they have not attracted businesses, are not well 
utilized, and have not created nearly as many jobs as were 
anticipated when the projects were proposed. 
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A number of park projects have not been successful for 
two main reasons: (1) feasibility studies are not performed 
to assess whether the proposed projects are needed and are 
favorably located to attract businesses and (2) EDA does not 
have a management assistance program to help applicants who 
are having problems attracting businesses to their parks. 

RECOMMENDATICNS TO THE 
SECRETARY OF COMMERCE 

To maximize past and future industrial park accomplish- 
ments, we recommend that the Secretary of Commerce direct the 
Assistant Secretary for Economic Development to: 

--Require applicants to perform feasibility studies 
on all proposed industrial park projects. These 
studies should include an assessment of whether 
the project is needed and whether it is favorably 
located to attract businesses. 

--Establish a management assistance program to help 
applicants that have problems attracting businesses 
to their industrial parks. After this program is 
established, the Industrial Location Service should 
be used to determine the types of businesses that 
would be best suited to locate in the parks, and 
the recommendations made by the Office of Management 
and Administration on management assistance efforts 
should be adopted. 

--Require regional off ices to prepare periodic reports 
identifying vacant and underutilized parks and develop 
possible solutions to attract businesses to them. The 
reports should also assess the applicants’ marketing 
and promotion plans and their progress in attracting 
businesses to the Farks. . 

AGENCY COMMENTS AND OUR EVALUATION 

In commenting on a draft of our report (see app. III), 
EDA acknowleged that it needs to obtain enough information 
from the applicants to make feasibility reviews of proposed 
projects; however, it believes this information can be Fro- 
vided by the applicants to EDA without requiring the ap- 
plicants to perform “official” feasibility studies on all 
proposed projects. Although the agency said that feasi- 
bility studies may be necessary in certain cases to make 
judgments about the viability of industrial parks, it did 
not elaborate on when these feasibility studies would be 
necessary. EDA said that its review of the data submitted 
by the applicants is more critical than the requirement 
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that applicants submit feasibility studies. The agency 
said that it needs to train its existing staff to assure 
that professional decisions can be made on proposed 
projects. EDA agreed that the guidelines it developed 
in 1968 on economic and technical feasibility studies 
could be modified to be useful for reviews of all poten- 
tial industrial park projects. 

We agree that EDA’s review of the data submitted by 
the applicants is critical; however, we found instances 
(see pp. 7 and 8) where EDA approved park projects without 
adequate justification to ensure that the proposed parks 
could be successful in attracting businesses and creating 
jobs for area residents. 

Our recommendation was not intended to require appli- 
cants to perform elaborate “official” feasibility studies 
on all proposed projects. Rather, the recommendation is 
intended to require that applicants determine whether the 
proposed projects are economically as well as technically 
feasible. To do this, the applicants need to assess whether 
there is a need for industrial parks in their areas and 
whether the parks are favorably located to attract busi- 
messes. We believe that applicants can properly make as- 
sessments if they are required to gather and document the 
specific data called for by EDA in its 1968 guidelines for 
performing economic and technical feasibility studies. We 
believe that if the applicants were required to gather and 
document this data and include it in their project proposals, 
and if EDA does train its existing staff to carefully review 
the data before project approvals, the parks would stand a 
better chance of attracting businesses and creating jobs for 
area residents. 

EDA disagreed with our recommendation that it establish 
a management assistance program to help applicants that have 
problems attracting businesses to their parks.. The dis- 
agreement is based on EDA’s philosophy that the Federal 
Government should not intervene in the local development 
process. EDA said that: 

“The Management Assistance program suggested 
in the report would necessitate significant 
direct Federal intervention in the local 
development process. The report suggests 
that EDA become directly involved in the 
location of industries. We do not believe 
that is an appropriate role for the Federal 
government. * * *,r 
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The agency said that although it agreed that it should be 
concerned about the success of its investments, a substan- 
tial amount of the funds is provided by the localities 
and, therefore, EDA considers industrial parks to be local 
facilities and the agency cannot superimpose its will 
upon the applicants. The agency also said that a manage- 
ment assistance program would not be a panacea for its 
industrial parks. 

EDA agreed that it is essential that the agency consider 
the management and marketing capacity of the applicants when 
funding industrial parks. Although the agency said that it 
cannot legally use technical assistance funds to hire its own 
personnel, it said that when staffing its regional offices 
it will look for people with a background in industrial loca- 
tion and marketing along with other economic development 

, 

skills. The agency said that since it cannot afford the 
luxury of full-time industrial location specialists, the 
management capacity of existing applicants should be analyzed 
and improved and the resources of existing State and regional 
organizations should be used. EDA said that it will continue 
to encourage and provide funding for public interest groups 
to train, through conferences and workshops, local officials 
who operate or plan to operate industrial parks. The agency 
said that it will also continue to encourage economic develop- 
ment district organizations to provide localities with their 
expertise. 

EDA said that it is looking into the effectiveness 
of the ILS and it will consider OUT recommendation in 
making a decision on ILS’ future. Concerning the recom- 
mendation on management assistance efforts made by EDA’s 
Office of Management and Administration, the agency agreed 
that coordination among its various programs is necessary 
and it has been attempting to achieve that coordination. 
The agency agreed that there should be increased coordination 
between EDA and SBA, but that the coordination should be at 
the local level. EDA also agreed that development finance 
assistance should be given to businesses which agree to 
locate in EDA-funded industr.ial parks. 

We disagree with EDA’s contention that establishing 
a management assistance program as recommended in the 
report would necessitate significant direct Federal inter- 
vention in the local development process. The management 
assistance program called for in the report is to help 
applicants that are having problems attracting businesses 
to their industrial parks. As discussed on page 12 of 
the report, a significant factor which has caused many 
parks to be underutilized is that applicants generally 
do not have the time, resources, or expertise to actively 
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market and promote their parks to attract businesses. We 
believe most applicants who are having problems attracting 
businesses to their parks would welcome management assis- 
tance efforts from EDA. 

Concerning the agency’s comment that it cannot legally 
u@e technical assistance funds to hire its own personnel, 
we have deleted the suggestion that these funds be used but 
do agree with EDA that when staffing its regional offices 
it should look for people with backgrounds in industrial 
location and marketing along with other economic development 
skills. 

Although we agree with the agency that the applicants 
should bear the overall responsiblity for marketing and 
promoting their parks, we also believe that since EDA funds 
between 50 and 80 percent of the cost to construct these 
parks, it needs to help the applicants of vacant or under- 
utilized parks attract businesses to protect the Federal 
Government’s investment in such parks. EDA’s stated 
actions to (1) assess the management and marketing capa- 
city of the applicants when funding park projects, (2) 
encourage and provide funding for public interest groups 
to train officials operating or planning to operate in- 
dustrial parks, and (3) encourage economic development 
district organizations to provide applicants with their 
expertise should help applicants in promoting and marketing 
the parks. However, unless EDA establishes a management 
assistance program to help applicants who do not have the 
t i!me , resources, or expertise to attract businesses, many 
of the EDA-funded parks will probably continue to be vacant 
or underutilized. 

EDA agreed that periodic reports on the utilization 
of industrial parks would be useful and that it will initiate 
ac’tion to require them. EDA said that it can utilize the 
reports to appraise the management capacity of an area to 
de;termine the area’s future needs and problems. Al though 
EDA disagreed that it should use the information contained 
in the reports to develop solutions to attract businesses, 
it said that the economic development districts and other 
appropriate organizations can use the information to de- 
termine what assistance can be provided to the localities 
involved. Although we agree that the economic development 
districts and other appropriate organizations can use the 
information to help the localities, we believe that EDA, as 
part of its management assistance program, should also use 
the report information to develop solutions to attract busi- 
nesses to vacant and underutilized parks. 
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EDA said that conclusions drawn from the disparity 
between actual and projected jobs for the projects we re- 
viewed are of little importance because the job projections 
made during the period covered by the review were optimisti- 
cally inflated and not based on a sound methodology. We 
agree that the applicants’ job projections were not always 
based on a sound methodology and may have been inflated in 
some instances. However, we noted other instances where the 
projects’ job projections were probably deflated because the 
projections were based only on commitments from businesses 
that planned to locate when the parks are completed; no con- 
sideration was given to projected jobs from businesses that 
may locate in these parks in the future. Our conclusions 
were not based solely on whether the projects reviewed failed 
to meet the original job projections; they were based on the 
fact that some projects remained vacant or underutilized- 
as well as the fact that, in many cases, substantially fewer 
actual jobs were saved and/or created than projected. 
Furthermore, the fact that applicants’ job projections are 
not always based on a sound methodology reinforces our posi- 
tion that applicants be required to determine whether the 
proposed projects are economically as well as technically 
feasible and that EDA carefully review the data before project 
approvals. 
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CHAPTER 3 

NEED TO MORE EFFECTIVELY 

CONTROL BUSINESS RELOCATSONS -em 

The primary purpose of EDA-funded industrial parks 
is to provide economically distressed areas with the facili- 
ties needed to attract new businesses or business expansions, 
which in turn create new jobs for area residents. Despite 
this purpose, 175, or 46 percent, of the 383 businesses 
located in the parks reviewed are business relocations. Of 
these relocations, 33 are from outside the labor area, l/ 
which should be prohibited under EDA policy. The remaifiing 
$42 are relocations from within the area, which although not 
usually prohibited, do not always provide more jobs for 
area residents. 

For relocations from outside the area, EDA needs to 
revise its administration of the non-relocation policy so 
that it clearly applies to all businesses planning to enter 
EDA-funded industrial parks. EDA also needs to monitor the 
businesses locating in the parks to be sure the non-relocation 
policy is not being violated. For relocations from within the 
area, EDA needs to develop criteria which will minimize these 
telocations and emphasize to its applicants that park projects 
are designed to provide new employment opportunities by at- 
tracting new businesses or business expansions, rather than 
to be used as vehicles for relocating existing area businesses 
to more attractive sites. 

BUSINESSES ARE RELOCATING 
FROM OUTSIDE THE AREA 
IJJSPITE EDA PROHIBITIONS -- 

EDA states that all programs and benefits under PWEDA, 
including industrial park projects, will be administered with 
$trict adherence to the policy of denying assistance to busi- 
nesses which have recently relocated and to those that are 

i/A labor area is a geographic area that has a concentration 
of economic activity and labor demand and in which workers 
can readily change jobs without changing their residence. 
It may include one or more counties with the maximum dis- 
tance from one labor area to another generally being less 
than one hour’s drive. In our review, relocations were con- 
sidered from outside the labor area only if the relocation 
from the prior site to the park involved a distance of more 
than 60 miles. 
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seeking to relocate from one labor area of the country to 
another. EDA administers this policy by seeking assurances 
from applicants that projects will not be used to assist 
businesses which have recently relocated into the areas 
or businesses that are intending to relocate. 

Our review showed that the non-relocation policy and 
applicant assurances were not always effective in prohibiting 
relocations. We noted that 33 businesses had relocated from 
one labor area to another. In 18 instances, these relocations 
occurred because the administration of EDA’s non-relocation 
policy was unclear to some EDA regional office personnel as 
to whether it applied to all businesses intending to relocate 
into the parks or was limited to businesses intending to re- 
locate within the first 2 years after EDA accepted the parks 
as complete; the relocations occurred in 15 instances because 
the applicants did not adhere to the relocation assurances. 

Administration of the 
non-relocation policy is unclear 

Section 202(b)(l) of PWEDA provides that EDA financial 
assistance shall not be used to assist industrial or commer- 
cial businesses in relocating from one area to another. This 
provision was included because this practice merely transfers 
jobs and unemployment problems rather than creating new jobs 
and helping solve the unemployment problems. Although section 
202(b)(l) of the act specifically applies only to the Business 
Development Assistance Program, EDA applies this non-relocation 
prohibition to all sections of the act, including the funding 
of industrial park projects under the public works program. 

Although EDA applies the non-relocation provision to 
industrial park projects, it is unclear whether EDA applied it 
to all businesses intending to locate in the parks or only to 
businesses that intended to locate in the parks within 2 years 
after EDA accepted the parks as complete. Even though the 
administ.ration of the non-relocation policy was revised in 
October 1978--subsequent to the date of the projects we 
reviewed-- the administration of the policy remains unclear. 

For the projects in our review, EDA administered the 
non-relocation policy by requiring industrial park appli- 
cants to sign two forms. On one form, a Certificate of Non- 
Relocation (ED-Sol), the applicant certified that the proposed 
project was not undertaken to serve businesses that had re- 
located into the area during the past 2 years or to assist, 
solicit, negotiate with, or encourage these businesses to 
relocate into the proposed project. The form also required 
that if the applicant had reached agreement with any business - 
to locate in the park before final disbursement of EDA funds, 
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the applicant would have to notify EDA of this agreement and 
submit the business’ name. 
(ED-153), 

On the other form, an EDA covenant 
the applicant agreed that for 2 years from the date 

the industrial park project was accepted by EDA, the applicant 
would not sell, lease, or make any part of the park facilities 
available for occupancy by a business unless the business 
first signed a Certificate of Non-Relocation stating that it 
did not intend to relocate from another labor area into the 
park. After the 2-year period this certification was not 
necessary. 

Some EDA regional office officials interpreted the 
2-year clause in the covenant to mean that businesses could 
relocate from other areas 2 years after EDA accepted the park 
projects as complete. However, other EDA regional office 
officials stated that this 2-year period was not intended 
to relieve applicants of complying with the non-relocation 
policy but only to relieve them from the burden of requiring 
all future businesses to certify that they are not relocating 
from other areas. 

Our review noted that in 18 instances, businesses relo- 
cated into the parks after the 2-year period had terminated. 
Because of the unclear administration of the non-relocation 
policy, EDA regional office staff in the Public works Division 
could not tell us whether these instances violated the non- 
relocation policy or whether the covenant permitted the ap- 
plicants to let businesses relocate into the parks. 

EDA revised its application process in October 1978 
to reduce applicants’ paperwork when applying for EDA assist- 
ante. As part of this process, EDA eliminated the covenant. 
However, EDA kept the requirement for a Certificate of 
Non-Relocation. 

We asked the Deputy Director, Office of Public Invest- 
ments, whether this change meant that the non-relocation pro- 
vision applied only to businesses that had reached agreement 
to locate in parks before EDA’s final disbursement, or for 
all business relocations from other areas. We were told that 
EDA does not know how long the non-relocation provision should 
stay in effect for industrial park projects. We were also 
told that EDA now wants to assure that relocations from other 
areas do not occur before the final disbursement of project 
funds (generally about 1 year after the project construction 
is completed ) . The Deputy Director said that since some 
industrial park projects may take an indefinite number of 
years to become fully occupied, it does not seem feasible to 
keep the non-relocation provision in effect indefinitely. 
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Applicants do not always adhere 
to non-relocation policy 

EDA’s administration of the non-relocation policy was 
unclear for businesses that planned to relocate into its parks 
from other areas 2 years after EDA accepted the park project 
as complete. However, it was clear that EDA’s administration 
of the policy did prohibit from relocating into its parks 
those businesses that had relocated in park areas within the 
past 2 years, that planned to relocate before final disburse- 
ment of EDA funds, or that planned to relocate within 2 years 
after EDA accepted the project. Although EDA received Certi- 
ficates of Non-Relocation from the applicants, our review 
showed that prohibited relocations did occur in 15 instances. 
In nine instances, the relocations occurred before final dis- 
bursement of EDA funds, in two instances the businesses had 
relocated to the area within the past 2 years, and in four 
instances the businesses relocated into the parks within 2 
years after EDA accepted the parks as complete. Under EDA’s 
revised administration of the non-relocation policy, the last 
four instances may not be violations of the applicants’ 
assurances. 

EDA states that it does not monitor projects for non- 
relocation violations but instead relies on the applicants’ 
certifications that relocations from other areas will not oc- 
cur. The regional counsel for an EDA regional office stated 
that a violation becomes known only if someone brings it to 
the office’s attention, which rarely happens. Although the 
applicants certify that relocations will not occur, there 
is little incentive for applicants to turn away relocating 
businesses. The applicants are more interested in finding 
businesses to locate in their parks and to subsequently hire 
area residents than in what effect these relocations have 
on the areas where the businesses were previously located. . 

The following examples illustrate this point. 

--EDA approved a grant for a new park project in 
January 1971. The project consisted of sewage and 
road improvements that would result in a g-acre 
industrial park of which 8 acres would be suit- 
able for industrial use. EDA accepted the project 
as complete and also disbursed funds in March 1972. 
A business relocated to the park from 365 miles 
away and occupied all 8 available acres in March 
1971, which was 2 months after the project was ap- 
proved and 12 months before the final disbursement 
of funds. Before the business relocated, it closed 
down its operation at the previous site and 
abolished 60 jobs. 
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--EDA approved a grant for a new park project in June 
1970. The project consisted of water, sewage, and 
road improvements for an 83-acre industrial park. 
Although no final acceptance date was available, 
EDA made final disbursement on the project in Feb- 
ruary 1975. A business relocated into the park 
from about 140 miles away in December 1974, which 
was 2 months before final disbursement. The 
business transferred two employees and abolished 
five jobs. 

--EDA approved a grant for a new park project in 
June 1966. The project consisted of water storage, 
treatment, and distribution for the park. A busi- 
ness relocated from about 650 miles away into the 
proposed park in October 1965, or about 9 months 
before EDA approved the project. Before the busi- 
ness relocated, it closed down its operation at 
the previous site, transferred 25 jobs to the park 
and 10 jobs to other sites, and abolished 300 jobs. 

EDA needs to monitor businesses locating in its park 
6rojects so that situations like those cited above do not 
continue to occur. To have an effective non-relocation 
@olicy, we believe EDA cannot rely solely on the applicants’ 
assurances, but instead must review all businesses planning 
to locate in the parks. We believe that this review can be 
accomplished through field visits to the park projects before 
final disbursement of EDA funds is made. For projects where 
final disbursements were made, the review can be combined 
with field visits made to monitor the parks’ successes as 
discussed in chapter 4. 

RELOCATIONS FROM WITHIN THE AREA 
PROVIDE FEW ADDITIONAL JOBS 

The congressional intent behind the funding of public 

1 
orks projects is to make economically distressed areas at- 
ractive so that new businesses or business expansions will 

locate in these areas to create new jobs for area residents. 
Despite this intent, we found that 142, or about 37 percent, 
of the 383 businesses located in the parks reviewed were 
business relocations from within the area. Although EDA 
does not prohibit these businesses from relocating into its 
funded parks except when the relocations would result in a 
loss of existing jobs at the time of the relocation, many 
of these relocations had very little impact in providing 
additional jobs for the areas’ residents. 
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We found that 26 businesses which relocated to Parke 
from within the area had either the same number of or fewer 
employeea at the park location than at their former eitee. 
Twenty-eight other relocated businesses increased employment 
by an average of fewer than three employees, In addition, 
nine other burineese8 abolished jobs when they relocated 
and therefore should not have been allowed to relocate in 
the parks. In all instances, the above businesses did not 
save any jobs because the owners or managers stated, through 
discussions or questionnaire results, that they probably 
would have remained at their former sites or found new sites 
in the areas had the parks not been developed. 

EDA’s Deputy Assistant Secreta,ry for Operations said that 
relocations from within the area are justifiable when they are 
needed to stabilize or improve the businesses, regardless of 
whether the relocations result in immediate additional jobs. 
We agree that some businesses relocating from within the area 
to the parks may be justif ied in doing so because they needed 
better facilities to operate more efficiently or expand opera- 
tions or because they would have left the areas if the parks 
had not been constructed. But other relocations were unjus- 
tified because they would have stayed in the area and, in all 
likelihood, were not planning to expand operations but were 
merely relocating to more attractive sites. Some examples of 
businesses with unjustified relocations include 

--Government agencies, such as the Department of 
Agriculture, and nonprofit groups, such as district 
planning organizations; 

--labor union affiliates whose main purpose for 
relocating was to provide sufficient space for 
monthly meetings; and 

--telephone service and soft drink *bottling and 
distribution companies servicing the area. 

Some.applicants are accepting businesses relocating from 
within park areas which are not expanding their operations 
and which would probably have remained in the areas without 
the parks. Thus, some parks are not meeting their employment 
projections even though they are either substantially utilized 
or have attracted a substantial number of businesses. This 
situation is illustrated by the following examples. 

--A park costing EDA $223,444 has been completed for 
about S-1/2 years and has one business currently 
operating in it. This business occupies all 22 
acres of the park land available for industrial 
use. However, the business is a relocation from 
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within the area, and when it moved it transferred 
350 jobs to the park location and abolished 100 
others. The business, in reply to our question- 
naire, stated that it has about 400 employees 
in the park, 50 fewer employees than it had when 
it relocated. As a result, the park project did 
not meet its projection of creating an additional 
61 jobs. 

--A park costing EDA $294,335 has been completed for 
about 5 years and has eight businesses currently 
operating in it. These eight businesses occupy 29, 
or about 66 percent, of the 44 acres available for 
industrial use. However, all eight businesses are 
relocations from within the area, and they account 
for only 55 jobs created and none saved. The ap- 
plicant, however , projected that 342 jobs would be 
saved and/or created at the time of park approval. 

--A park costing EDA $249,225 has been completed for 
almost 6 years and has six businesses currently op- 
erating in it. These six businesses occupy 21, or 
about 46 percent, of the 46 acres available for 
industrial use. However, five of these businesses 
are relocations from within the area, and the other 
business was already located in the park before the 
park project was approved. These six businesses 
have accounted for only 71 jobs created and none 
saved, although the applicant projected 544 jobs 
would be saved and/or created at the time of park 
approval. 

CONCLUSIONS 

To effectively control business relocations in EDA- 
funded industrial parks, EDA must clearly administer the 
non-relocation policy and limit relocations from within 
park areas. 

Since EDA applies the provisions of section 202(b)(l) 
of PWEDA to all its programs, including industrial park 
projects, it appears that all businesses planning to relocate 
to EDA-funded parks from other areas should be prohibited 
from doing so. EDA’s administration of its non-relocation 
policy is unclear, and it seems that once EDA makes final dis- 
bursement on a project, it is no longer concerned with admin- 
ister ing the non-relocation policy. EDA needs to administer 
the non-relocation policy so that all business relocations 
from other labor areas are clearly prohibited from entering 
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its parks. EDA field officials need to apply the policy 
consistently, and EDA applicants ought to be fully aware 
of how the policy is administered. 

A primary purpose of funding industrial park projects 
is to provide distressed areas with the facilities to attract 
new businesses or business expansions, which in turn will 
create new job opportunities for area residents. Therefore, 
businesses relocating from within the areaa should be limited 
since many of them are not expanding their operations and 
providing new job opportunities for area residents and do 
not result in jobs saved because, in all likelihood, the 
businesses would have remained in the areas whether or not 
EDA-funded parks were developed. Although EDA stated that 
relocations from within the park areas are justifiable, we 
believe that in many cases these business relocations are 
not justified. 

RECOMMENDATIONS TO THE 
SECRETARY OF’ COMMERCE 

If EDA is to properly enforce its non-relocation policy 
and place emphasis on attracting new businesses or business 
expansions to create new job opportunities, we recommend that 
the Secretary of Commerce direct the Assistant Secretary for 
Economic Development to: 

/ 
--Administer EDA’s non--relocation policy to clearly 

prohibit businesses from other areas from relocating 
in EDA-funded parks. 

--Issue instructions to EDA field staffs clearly 
stating how EDA will administer its non-relocation 
policy for industrial park projects and revise the 
EDA application form so that applicants are fully 

/aware of how the policy is administered. 

-!+!onitor the effectiveness of the non-relocation 
policy through periodic field visits to the parks. 
‘EDA should make these visits before final disburse- 
ment of funds and when determining the parks’ 
successes. 

!-Develop triter ia to minimize relocations from within 
park areas and emphasize to EDA applicants that 
park projects are designed to attract new businesses 
or business expansions to provide new employment 
opportunities rather than to be used to relocate 
existing area businesses into more attractive 
sites. 
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AGENCY COMMENTS AND OUR EVALUATION 

In commenting on our report, EDA agreed that its 
Application of the non-relocation policy for industrial park 
‘rejects needs to be clarified. 
x 

However, EDA said that it 
oes not know how long the prohibition should last for in- 

dustrial parks. It said that it will continue to investigate 
the matter and, if necessary, revise its regulations. EDA 
Also said that it plans to revise its public works applica- 
tion form to clarify the agency’s policy on non-relocation 
and that all procedural statements would be revised for 
consistency. 

We appreciate the concerns raised by EDA over the 
length of time the relocation prohibition should stay in 
effect for industrial park projects. However, it is our 
position that the non-relocation policy needs to be applied 
fairly and consis.tently to all businesses planning to re- 
locate in EDA-funded parks and not just to the businesses 
which plan to relocate in the parks prior to the date EDA 
makes the final disbursement of funds on the projects. As 
a result, the non-relocation policy needs to remain in effect 
for as long as there is land available to be occupied by 
businesses in the parks. 

In commenting on our recommendation to monitor the 
effectiveness of the non-relocation policy through periodic 
#field visits to the parks, EDA said that: 

“It is not administratively possible for EDA 
to monitor the effectiveness of the non-relocation 
policy through periodic visits to every park 
project. Rather we believe we can improve the 
enforcement of the non-relocation policy through 
monitoring on a sample basis and looking into 
information brought to our attention on anyt other 
project. We will also define specific policies 
and actions to be taken for cases where r.eloca- ’ 
tions have occurred.” 

EDA also said that our report does not set a time limit on 
how long EDA should review businesses locating in the parks. 
It said that businesses could locate in the parks 30 and 
40 years after the parks are constructed and that,to review 
these businesses for non--relocation violations would be 
clearly unrealistic. 

We appreciate EDA’s concerns that it is not administra- 
,tively possible to monitor the effectiveness of the non- 
‘relocation policy through periodic visits to all the park 
,projects. We agree that the monitoring of the businesses 
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on a sample basis, if implemented properly, together with 
defining specific policies and actions to be taken for cases 
where relocations occur, will improve the enforcement of 
the non-relocation policy. We have reservations that the 
enforcement of the non-relocation policy will be improved 
by violations being brought to EDA’s attention because, as 
discussed on page 25 of the report, indications are that 
this rarely happens. 

Concerning EDA’s comment that our report does not eet 
a time limit on how long EDA should review businesses lo- 
cating in the parks for relocation violations, we believe 
EDA is in the best position to develop criteria and aet time 
frames. We believe EDA can develop methodologies to accom- 
plish this through its newly designed Crosscut Evaluation 
System. This system is discussed in more detail on pages 
42 and 43 of the report. 

EDA disagreed with our recommendation that it should 
develop criteria to minimize relocations from within park 
areas and emphasize to its applicants that park projects are 
designed to attract new businesses or business expansions to 
provide new employment opportunities rather than to be used 
to relocate existing area businesses into more attractive 
sites. Although EDA agreed that the primary objective of 
industrial parks is to attract new and expanding businesses, 
it said that job retention is a significant part of local 
economic development strategies. The agency said it should 
not discourage retention of firms, where appropriate. It 
did not say what it meant by “where appropriate.” EDA said 
it did not believe that the small number of firms which 
moved for no apparent business reason constitute a problem. 
EDA also said that: 

“* * * When a firm decides to move to another site 
in the same locality, it usually has bona fide 
reasons to do so. For example, it. is likely to 
generate increased profits for the firm. These 
profits will provide economic benefits to the 
community by stimulating tax revenues and spin- 
off jobs. These secondary impacts, although not 
the primary objective for EDA projects are of 
importance . The movement of a firm could also 
leave vacant space for more marginal firms to 
locate in. Such space can be considered incuba- 
tor space for small firms. In addition, the firms 
that relocate do not generally consume large 
amounts of space and may have a positive effect 
on the remaining space, by helping to attract 
other firms ot [sic] the park through the 
agglomeration effect.” 
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As discussed in the report, bona fide job retention is 
important . However, we disagree with the agency’s belief 
that there is no problem because only a small number of busi- 
nesses are relocating from within the area for no apparent 
reason. We believe this problem is significant. 

As discussed on page 2’7 of the report, our findings 
showed that of the 142 businesses which relocated from 
within the areas, 35 businesses either had the same number 
of or fewer employees at the park locations than at their 
former sites or abolished jobs at the time of the reloca- 
tions, and 28 other businesses increased employment by an 
average of fewer than three employees. For these 63 busi- 
nesses, which represents 44 percent of the 142 businesses 
which relocated from within the areas, no jobs were saved 
because the owners or managers stated that they would have 
definitely or probably remained at their former sites or 
found new sites in the areas had the parks not been developed. 
Our report also points out that because some applicants are 
allowing their parks to be filled by these businesses, the 
parks are not meeting the applicants’ employment projections 
even though the parks have a substantial number of businesses 
operating in them. 

We recognize that a policy that allows area businesses 
to locate in EDA-funded parks in those areas, regardless 
of the businesses’ reasons for doing so, could result in 
increased profit for the businesses and secondary impact 
on the communities. However, such a policy does not meet 
the congressional intent behind the funding of public works 
projects and should not be used to infer that criteria are 
not needed to minimize relocations from within the areas. 
This is especially true when the park projects are being 
used to relocate existing area businesses into more attrac- 
tive sites without saving existing or creating new jobs for 
area residents. 
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CHAPTER 4 

IMPROVEMENTS ARE NEEDED TO EFFECTIVELY 

MONITOR AND ASSESS PARR PROJECTS 

EDA has been funding industrial park projects since 
1966; however, it has not systematically gathered, monitored, 
or evaluated project accomplishment data to judge the overall 
effectiveness of its park projects and to determine whether 
changes in project funding levels should be made. EDA has 
recognized this weakness and has designed a system to monitor 
the impact and assess the effectiveness of all its projects. 
While the system is a significant EDA initiative, refinements 
to it and other improvements are needed before EDA can judge 
the overall effectiveness of its industrial park projects. 

First, the system is designed on a program-by-program 
basis rather than on a project-by-project basis. Because 
industrial park projects are unique in that they are designed 
to attract a number of businesses over a period of time, the 
system needs refinements to more effectively monitor and as- 
sess park projects. Second, only projects funded since fis- 
cal year 1979 will be part of the system, and accomplishment 
data for these projects will not be available for several 
years. To effectively monitor and evaluate its park proj- 
ects now, EDA needs to gather accomplishment data on proj- 
ects funded in the past. It also needs to disseminate to 
appropriate regional offices previous industrial park evalu- 
ations that may be useful in approving future park projects. 

EDA HAS DESIGNED A SYSTEM 
TO MONITOR AND EVALUATE 
PROJECT ACCOMPLISHMENTS 

EDA has designed an Operational Planning and Control 
System (OPCS) to improve its ability to manage, monitor, and 
evaluate its programs. Since the system will not become fully 
operational until late 198Q, we could not assess its perform- 
ante. However, we did review documentation about the system 
and discussed its design and use with EDA officials. 

EDA initiated development of OPCS in November 1977 at 
the direction of the Assistant Secretary for Economic 
Development. The system provides procedures and guidelines 
for defining agency goals, establishing program objectives, 
allocating agency resources, setting performance standards, 
monitoring program operations, and evaluating program results. 
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Under OPCS, specific criteria, objectives, and per- 
formance standards were established for each EDA program. 
According to the OPCS manual, these were developed based on 
past evaluation studies and staff experience in developing 
projects. For the public works program, a criterion was 
established that the cost to save or create a full-time 
permanent job should average $13,500 in obligated public 
works funds. With this criterion in mind, an objective was 
established to save or create a specific number of jobs in 
a given fiscal year. To attain that objective, a certain 
number of projects involving a specific level of funding 
would have to be approved. For example, if EDA wanted to 
save or create 10,000 full-time jobs under its public works 
program in a specific fiscal year, it would have to approve 
$135 million in public works projects (10,000 jobs x $13,500 
= $135 million). According to the OPCS manual, the $13,500 
figure will be adjusted annually to account for inflation. 

In addition, criteria were established to facilitate 
the orderly progression of projects during a fiscal year., 
The criteria specify the percentage of a program’s resources 
which, at the end of each quarter of a fiscal year, should be 
committed to projects in one of three stages--preapplication, 
processing, or approval. These percentages are more detailed 
objectives and will be used periodically to inform EDA manage- 
ment of how much has been accomplished, how much remains to be 
accomplished, and how much is in the pipeline. It will also 
allow for adjusting regional allocations based on actual 
funding opportunities. 

Under OPCS, criteria were developed to evaluate employ- 
ment projections made on applications, and time frames were 
set to achieve these projections. EDA plans to revise the 
criteria and standards in accordance with operating exper- 
ience, changing policies and programs, and a changing economic 
development environment. 

The criteria for evaluating employment projections under 
the public works program consider the time projected by the 
applicant to achieve its projected employment and also pro- 
vide a way to convert part-time jobs to full-time equivalents. 
Largely because (1) long-term forecasting is less accurate 
than near-term forecasting and (2) applicants may be overly 
optimistic in projecting employment to elicit EDA funding, 
the following formula was established to discount applicant 
projections: 

--Jobs to be saved by the firm(s) staying in operation 
are counted at 100 percent. 

34 



--Jobs projected to be created within 1 year after 
project approval and before project completion are 
counted at 90 percent. 

--Jobs projected to be created within 2 years after 
project approval are counted at 80 percent. 

--Jobs projected to be created within 5 years after 
project approval are counted at 50 percent. 

--Jobs projected to be created after 5 years of pro- 
ject approval are counted at 25 percent. 

--Jobs projected to be created on a long-term basis 
or sheer speculation are counted at 10 percent. 

To realize these employment projections, the following 
time frames were established: 

--5 percent of projected employment should be achieved 
in the fiscal year immediately following the year of 
approval. 

--60 percent in the third fiscal year following the 
year of approval. 

--100 percent in the seventh fiscal year following the 
year of approval. 

EDA plans to use a combination of statistical and nar- 
rative reports to monitor and evaluate actual project per- 
formance. A business that would directly benefit from the 
project and that expected to save or create 15 or more per- 
manent jobs would submit a report to EDA showing its current 
and projected employee and payroll data. The business would 
update the report and submit it to EDA annually for 5 addi- 
tional years. These updated figures would then be entered 
into EDA!s computerized information system so that project 
accomplishments on job and bayroll data could be continually 
evaluated. Specific procedures and controls were developed 
to ensure that reported data is accurately entered into the 
information system. 

EDA plans to verify reported employment as well as Staff 
adherence to program operating procedures through regular re- 
views by agency staff and outside consultants. Results of 
these reviews are to be summarized in narrative form. 
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THE SYSTEM NEEDS REFINEMENTS 

Although OPCS has a cost criterion for saving and creat- 
ing jobs, time frames for realizing employment projections, 
and methods to measure actual employment accomplishments for 
its public works program, they are designed on a program-by- 
program basis. Because industrial park projects are unique 
in that they are designed to attract a number of businesses 
over a period of time, the system needs refinements to more 
effectively monitor and assess park projects. we believe that 
the cost criterion per job may be too high and too easily at- 
tainable, the time frames for realizing employment projections 
too short , and the means to measure actual employment accomp- 
lishments too limited. 

Cost criterion per job 

Under OPCS, a criterion was established that the cost 
to save or create a full-time permanent job under the public 
works program should average $13,500 in obligated public works 
funds. According to the OPCS manual, this criterion was based 
on past evaluation studies of public works projects and staff 
experience in developing projects. To arrive at a full-time 
equivalent job, the system plans to convert projected part- 
time employment by taking the average manufacturing wage for 
the area in which the businesses are located and dividing 
it into the aggregate wages projected to be paid to these 
employees. 

Eased on our review and prior EDA studies, I.-/ the 
$13,500 figure may be too high for industrial park projects. 
Our review showed an average cost per job of $1,528. (See 
app. I.1 A 1970 EDA study showed an average cost per job 
of $1,434, and another EDA study conducted in 1973 showed an 
average cost per job of between $3,782 and $6,748. Our job 
figures and those of the 1970 EDA study are on the low side 
because they do not consider full-time equivalent jobs, 
other EDA investments such as business development loans to 
businesses located in the parks, and adjustments for infla- 
tion. However, the figures developed in the 1973 FDA study 

lJ”The EDA Industrial Park Program, An Analysis of Its 
Impact,” July 1970, p. 11, and “Industrial Parks Funded 
by the Economic Development Administration,” April 1973, 
pp. 71-72, U.S. Department of Commerce, EDA, Office of 
Administration and Program Analysis. 
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may be more realistic since they do consider other EDA 
investments in the parks. 

A major reason why industrial park projects should have 
a lower job-cost ratio is that they are designed with the 
anticipation that a number of businesses will eventually 
locate in the parks. As more businesses locate in the parks, 
more jobs are created, which will lower the overall cost per 
job for the projects. This situation is in contrast to some 
other public works projects, such as recreational and tourism 
facilities, skill-training centers, and health centers, which 
are designed to provide direct job opportunities for those 
persons who are working at these facilities. 

For example, a $600,000 public works project to construct 
a loo-acre industrial park may be approved,because one busi- 
ness with 50 employees wants to locate on 5 acres of the park. 
The project is approved because it will result in a cost per 
job of $12,000 ($600,000 divided by 50 = $12,000). However, 
2 years after the project is complete, a second business lo- 
cates on an additional 5 acres of the park and employs an 
additional 50 people. As a result, 100 people are now work- 
ing in the park and the job-cost ratio is reduced to $6,000 
($600,000 divided by 100 = $6,000). In contrast, a $300,000 
public works project to construct a recreational facility 
may be approved because it will provide 25 jobs. The proj- 
ect is approved because it will result in a cost per job 
of $12,000 ($300,000 divided by 25 = $12,000). Two years 
after the project is complete, the recreational facility 
should still have about 25 employees and the job-cost ratio 
will remain at $12,000. 

Because industrial park projects offer the potential to 
create more jobs as more businesses move in, thus reducing the 
job-cost ratio, the criterion to determine the cost of saving 
or creating a job for park projects needs to be reduced. 

Since industrial park projects are designed with the 
anticipation that a number of businesses will eventually 
locate in the parks, EDA also needs to develop a criterion 
for park utilization. We believe that job data and park 
utilization rates are a better measure of success than job 
data alone. Going back to the above example, although the 
job cost ratio was $6,000, the park was only 10 percent 
utilized (100 acres divided by 10 acres = 10 percent), which 
means that the park still can accommodate additional busi- 
nesses. Although the above example is hypothetical, we 
believe that it illustrates the major reason why many of 
the parks in our review had low job-cost ratios, yet had 
low utilization rates. (See app. I.) 
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Time frames for realizing 
&ipoyment--- . pralections 

Under OPCS, 100 percent of the job projections for 
public works projects should be realized in the seventh 
fiscal year following the year the project was approved. 
This time frame may be too short for industrial park proj- 
ects. Based on our review, 79, or about 21 percent, of the 
383 businesses did not locate in the parks until some time 
after the seventh year following the year of approval. If 
this trend continues, a number of projects may be considered 
unsuccessful because their job projections would not be met 
within the OPCS time frames, when, in fact, the projects at 
a later date could be successful in realizing their employ- 
ment projections. This possibility is illustrated by the 
following examples. 

--A park project was approved in June 1966; it was 
anticipated that the project would create 170 jobs. 
In June 1973, 7 years after the year of approval, 
the park was vacant and therefore no jobs had been 
created. However, one business located in the park. 
in 1975 and two others located in the park in 1978. 
As a result, at the time of our review, these three 
businesses had created 188 jobs, or 18 more than 
originally anticipated. 

--A park project was approved in June 1970; it was 
anticipated that the project would create 124 jobs. 
In June 1977, 7 years after the year of approval, 
four businesses were located in the park and, based 
on employment remaining constant, had created 59 
jobs, or 65 fewer than anticipated. However, three 
additional businesses located in the park after 
June 1977 and, at the time of our review, the seven 
businesses in the park had created 164 jobs, or 40 
more than anticipated. . 

Since public works projects take an average of about 
2 years to complete after approval, and since most busi- 
nesses do not locate in industrial parks until the parks are 
completed (see next page), we believe that a more realistic 
time frame would be from park completion date rather than 
from approval date. Although we do not know precisely how 
long it should take to realize job projections, we were told 
that park projects should have become fully utilized about 
8 to 12 years after they have been completed. A lo-year 
period after the completion date should be sufficient to 
realize employment projections. 
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Measuring actual job 
accomplishments 

EDA plans to mea8ure actual job accomplishmente by 
requiring businessee that directly benefit from the project 
to submit periodic reports on their employment data. The 
report (ED-612) is a detailed schedule ahowing current and 
projected employment and payroll data. However, for indus- 
trial park projects this report would be required only for 
businesses that intended, at the time of final disburse- 
ment of funda, to locate in the park. Businesses that plan 
to or actually do locate after disbursement of funds would 
not be required to submit this report. Since our review 
showed that most businesses locate in the parks after the 
final disbursement of funds, EDA will receive actual employ- 
ment data from a limited number of businesses. 

Our review showed that only 141, or 38 percent, of the 
375 businesses for which we could determine the final dis- 
bursement date l/ located in the parks before final disburse- 
ment of funds. -We also noted that in 25 of the parks re- 
viewed , all the businesses had located in these parks after 
final disbursement of funds. If this same trend continues, 
the reports will not be a very effective tool to monitor 
actual employment data for park projects. 

We believe that if EDA intends to use this report to 
monitor actual employment data for businesses located in its 
industrial parks, it will have to require that all businesses 
submit the report. If this approach is not feasible, EDA 
ought to periodically contact the businesses, either through 
site visits, by telephone, or through its applicants, to ef- 
fectively monitor actual employment data for all of them. 

ACCOMPLISHMENT DATA NEEDS 
mBE GATHERED ON PROJECTS 
FUNDED IN THE PAST 

EDA has not systematically monitored or evaluated indus- 
trial park projects in the past. Although it plans to accom- 
plish monitoring and evaluation through OPCS for projects 
approved since fiscal year 1979, industrial park projects are 
long-term investments and accomplishment data realized will 
not be available for analysis for several years. For EDA to 
effectively monitor and evaluate its park projects now, and 
to effectively implement the management assistance program 

-- 

L/We could not ascertain the final disbursement date for one 
park that had eight businesses. 
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called for in chapter 2, it needs to gather accomplishment 
data on park projects funded in the past. Also, evaluations 
of parks funded in the past can be used to revise the criteria 
and performance standards developed for OPCS. 

Our review showed that for 74 parks for which we could 
determine park applicant contacts with EDA, 37 applicants, 
or 50 percent, stated that they have not been in contact with 
an EDA official even though these projects have been completed 
and in operation for an average of about 7 years. EDA head- 
quarters and regional office officials said that they have 
been unable to monitor park projects adequately because travel 
fund limitations and staff shortages have required placing 
emphasis on processing new applications and assuring that 
construction specifications are met for park projects under 
construction. Regional office officials believe that the 
inability to properly monitor park accomplishment data is 
a significant weakness in administering park projects. 

As noted earlier, EDA, through its Office of Management 
and Administration staff, has evaluated its industrial park 
projects in the past. l/ These studies, which were evalua- 
tions of between 72 an?! 155 park projects, generally concluded 
that EDA parks have been successful in attracting new busi- 
nesses and creating jobs for area residents. The 1973 and 
1974 studies also concluded that EDA park projects could be 
more successful. The studies recommended that EDA be more 
selective about where it funds future projects and that it 
get more involved in helping existing parks attract new busi- 
nesses. As stated in chapter 2, these recommendations were 
generally not implemented. In addition, regional office of- 
ficials who are responsible for public works projects stated 
that they were unaware of these studies. They said that 
these evaluations would be very useful when considering the 
funding of future park projects. 

As discussed in chapter 2 and shown in appendix I, 
many projects in our review had problems: some have re- 
mained vacant for a long period of time, others have not 
met their job projections, and others are vastly under- 
utilized. Without systematically gathering accomplishment 
data on these and other projects funded in the past, projects 
cannot be monitored and evaluated. As a result, projects 
having problems will continue to go undetected and corrective 
actions, such as providing management assistance, cannot be 
properly implemented. 

i/See pp. 13 and 14 and footnote on p. 36. 
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We recognize that gathering project accomplishment data 
will place an additional burden on EDA’s limited staff re- 
sources. To soften this burden, EDA should identify the types 
of accomplishment data needed to properly monitor and evaluate 
its parks and request that park applicants periodically submit 
this data to the appropriate regional offices. 

EDA also needs to disseminate previous studies on its 
park projects to its regional offices. This dissemination 
is particularly important because the accomplishment data 
developed in these studies is the only information available 
to regional offices when they consider funding future park 
projects. 

CONCLUSIONS 

EDA has not systematically gathered, monitored, or 
evaluated industrial park accomplishment data in the past. 
EDA has recognized this weakness and has designed a system 
to monitor and evaluate all projects, including industrial 
parks. As part of the system, EDA has established a cost per 
job criterion to determine how many jobs should be saved or 
created from its investments. The system also includes time 
frames for realizing employment projections. EDA also plans 
to measure whether employment projections have been met by 
requiring businesses that directly benefit from its projects 
to submit periodic employment reports. 

However, because the system is designed on a program- 
by-program basis and because industrial park projects are 
unique, the (1) cost per job triter ion may be too high and 
too easily attainable to be a realistic measure of project 
success, (2) time frames are too short for realizing employ- 
ment projections, and (3) number of businesses required to 
submit employment reports is too limited to effectively 
measure actual employment data for park projects. 

OPCS, while a major initiative, will not give EDA 
complete park project accomplishment data for several years. 
To effectively monitor and evaluate its park projects now 
and to effectively implement the management assistance pro- 
gram called for earlier in the report, EDA needs to gather 
accomplishment data on park projects funded in the past. 
Past project accomplishment data can also be used to revise 
OPCS. 

EDA also needs to disseminate previous studies on its 
park projects to appropriate regional offices since the 
accomplishment data developed in these studies is the only 
information available to regional offices when they consider 
funding future park projects. 
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RECOMMENDATIONS TO THE 
SECRETARY OF COMMERCE 

To more effectively monitor the impact and assess the 
.performance of industrial park projects funded in the past and 

in the future, we recommend that the Secretary of Commerce 
direct the Assistant Secretary for Economic Development to: 

J 
--Refine the Operational Planning and Control System. 

These refinements should include (1) reducing the 
cost per job criterion if actual results show the 
criterion is too high, (2) developing and using 
criteria on park utilization rates along with the 
cost per job criterion to measure park success, 
(3) revising the time frames for realizing em- 
ployment projections from 7 years after the year 
of approval to 10 years after park completion, 
and (4) requiring that actual employment data be , 
received from all businesses in the parks. 

/ 
--Identify and gather accomplishment data needed to 

properly monitor and evaluate park projects not 
covered by the Operational Planning and Control 
Sys tern. To preserve limited staff resources, EDA 
should request that park applicants periodically 
submit this data to the appropriate regional 
offices. 

i 
--Disseminate previous studies on park projects 

to appropriate regional offices for their use 
when considering the funding of future projects. 

AGENCY COMMENTS AND OUR EVALUATION 

The agency agreed that it will need to refine its OPCS. 
It said that this will be accomplished as a result of the 
Crosscut Evaluation System (CES) which the agency initiated 
in 1979. The agency said that the CES will include post- 
approval evaluations, on a stratified sampling basis, of 
project accomplishment data which will be fed into the CPCS 
to update and refine the provisional standards contained in 
the OPCS final report, such as the cost per job criterion 
and the time frames for realizing employment projections. 
The agency also said that developing and using criteria on 
park utilization rates would be useful. The agency d&a- 
greed that actual employment data should be received from 
all businesses that locate in its parks. EDA said that the 
CES will provide it with sufficient information to adequate- 
ly assess the success of industrial park projects. 
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It appears that the establishment of the CES should 
provide the agency with enough project accomplishment 
data so that refinements to the OPCS can be made to more 
effectively monitor and assess park projects. However, 
because the operational framework for carrying out the 
CES has not been completely developed and implemented, we 
could not assess its performance. Specific areas which 
have yet to be addressed include (1) the types of accomp- 
lishment data needed to evaluate projects, (2) how the 
accomplishment data will be obtained, and (3) the sample 
size and techniques used to select the projects to be in- 
cluded in the sample. Because industrial park projects 
are unique as compared to some other public works projects 
in that they are designed to attract a number of businesses 
over a period of time, we believe that special attention 
needs to be given to these projects in the agency’s delib- 
erations on developing and implementing the operational 
framework for carrying out the CES. 

In its comments, EDA said we misused the $13,500 figure 
throughout the chapter in that we failed to recognize the 
figure as an average cost per job. It was our intention 
to recognize the figure as an average and we have revised 
the report to clarify this. 

In commenting on our recommendation to identify and 
gather accomplishment data needed to properly monitor and 
evaluate park projects not covered by the OPCS, the agency 
agreed that there is a need to monitor such accomplishment 
data. However, EDA said it would consider utilizing local 
organizations, such as economic development districts, 
to monitor these projects for EDA rather than to request 
applicants to submit project accomplishment data to the 
appropriate regional off ices. The agency said that, in 
addition to staffing restrictions, there are strict Office 
of Management and Budget restrictions on..increasing the 
public’s reporting burden and also that It would find it 
difficult to require reports from applicants throughout 
the life of the projects. . 

We appreciate the concerns raised by EDA and believe 
the use of economic development districts to monitor appli- 
cant accomplishment data may be beneficial. Nevertheless, 
in view of the fact that many of the industrial park proj- 
ects are having problems in attracting businesses, we 
believe EDA needs to closely monitor its projects so 
that problem projects can be identified and corrective 
actions taken. Therefore, we believe our recommendation 
is warranted. 
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EDA agreed with our recommendation to disseminate 
previous studies on its park projects to the appropriate 
regional offices for their use when considering the funding 
of future projects. 
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COMPARISON OF PROJECTED VS. ACTUAL EMPLOYHENT DATA, 

JOB COST DATA, AND UTILIZATION OF PARKS 
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APPENDIX II APPENDIX II 

SAMPLE SELECTION AND QUESTIONNAIRE 

METHODOLOGY AND RESULTS 

SAMPLE SELECTION 

The Economic Development Administration gave us a 
listing of all industrial park projects funded under the 
public works program as of September 22, 1978. From this 
list, which totaled 937 projects, we eliminated from poten- 
tial review projects funded in Puerto Rico, on Indian reser- 
vations, projects completed after June 30, 1976, and projects 
funded under the Public Works Impact Program. 

Projects in Puerto Rico and on Indian reservations were 
eliminated because we believe that they are not representa- 
tive in that projects funded in Puerto Rico were all funded to 
the same applicant and projects funded on Indian reservations 
are administered by a separate staff. Projects completed 
after June 30, 1976, were eliminated because they were not in 
operation long enough to fairly judge their effectiveness in 
attracting businesses and creating jobs. Public Works Impact 
Program projects were eliminated because their main purpose 
is to provide temporary rather than permanent employment. 
After eliminating these projects, our potential universe for 
review was reduced to 476 projects. 

From the 476 projects, we selected 26 projects to visit 
and tried to determine the effectiveness of 150 of the remain- 
ing 450 projects through a random sampling of parks to deter- 
mine their effectiveness in attracting businesses and saving 
or creating jobs. 

QUESTIONNAIRE METHODOLOGY 

Questionnaires were developed for park applicants and 
park businesses. We first sent questionnaires to park ap- 
plicants asking them to verify that their projects were in- 
dustrial-parks and, if so, to complete the questionnaires, 
including giving us the names, addresses, and telephone 
numbers of each business located in the parks. If an 
applicant stated that a project was an industrial park, 
a second questionnaire was sent to each business located 
in the park. In a number of cases, telephone calls were 
made to both the applicants and businesses to clarify 
questionnaire responses. 
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CUESTIONNAIRE RESULTS 

We sent questionnaires to 150 park applicants located 
throughout the United States and we received 140 responses. 
Forty-six respondents said that the EDA project was not 
an industrial park, and six other applicant responses had to 
be deleted from the sample because of special situations. l-/ 
For the remaining 88 park projects (140 - 52 = 88), we sent 
questionnaires to the 380 businesses in these parks and 
received 358 responses. Based on the business responses, 
we received complete responses from all businesses in 75 of 
the 88 park projects. We eliminated the remaining 13 park 
projects from our sample because we could not get all the 
businesses in these parks to respond to our questionnaire. 

L/The six special situations included two cases where the 
parks were not completed by June 30, 1976; two cases where 
the applicants stated that no EDA funds were involved in 
the construction of the parks; one case where the applicant 
did not want us to send the businesses in the park a ques- 
tionniare; and one case where the applicant stated that 401 
businesses were located in the park, and it would be irr- 
practicable to send all 401 businesses a questionnaire and 
expect a 100 percent response. 
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UNITlO 8TATlll DIPARTMHNT Of COMMIRCE 
%’ .  

igy/ 

Iht Inapoetr Owwral 
washlngton. 0.c 20230 

Mr. Henry Eschwtgt 
Director, Community and Economic 

Development Divirion 
IJ. S. General Accounting Office 
Washington, D. C. 20548 

Dear Mr. Eschwege: 

This is in reply to your letter of August 12, 1980 
requesting comments on the draft report entitled 
“Economic Development Administration’s Management 
Of Its Industrial Park Projects Can Be Improved.” 

We have reviewed the enclosed comments of the 
Assistant Secretary for Economic Development and 
believe they are responsive to the matters discussed 
in the report. 

Sincerely, 

Mary P. Bass 
Inspector General 

Eric losure 
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UNITED STRTLS DEPARTMENT OF COMMERCE 
The Aamimtant Smarotuv tu Ewnomio OwdoPawnt 
Wmohington. O.C. 20&?30 

Mr. Henry Eachwege 
Director 
Community and Economic Development Division 
U. S. General Accounting Off ice 
Washington, D. C. 20548 

Dear Mr. Eschwege : 

Thank you for the opportunity to comment on the General 
Accountinq Office (GAO) draft report entitled “Economic 
Development Administration’s Management of Its Industrial Park 
Projects.” We were generally pleased with the results of this 
survey. The job/cost ratio and occupancy rates of the 
industrial parks have shown EDA’s investments to be fairly 
successful. The survey indicates an average cost per job of 
$1,528 and an occupancy rate of 53 percent. 

The report has raised thought-provoking issues, many of which 
have not been reviewed for several years. It has stimulated 
significant discussions within the Economic Development 
Administration (EDA) and will ultimately result in a 
clarification of some of our policies regarding industrial park 
projects. You will note from our comments, however, that we do 
not always agree with the recommendations that are proposed as 
solutions to the problems raised in the report. Rather, we 
agree that some problems exist, but believe that in several 
cases alternative solutions would be more workable. The 
prnblem with the recommendations in the report is that they 
tend to ignore administrative and funding restrictions which 
make their implementation virtually impossible. Fur thermore, 
there are cases where the recommendations are based on a 
misunderstanding of EDA policy and procedures. 

The comments provided are arranged by the sections of the 
report. They include policy clarifications, general criticisms 
and responses to each of the recommendations of the report. 

Chapter 1 - Introduction 

Industrial Park Projects 

The last sentence of the third paragraph on page 3 states 
that grant funds cannot be used to buy land. That 
statement was correct for the time period the report 
covers. However, it should be noted that the policy 
restricting land acquisition has been eliminated. EDA 
recently revised its regulations to allow the acquisition 
of land with Public Works funds. 

[GAO Note: This reference has been deleted from 
the report.] 

NOTE: Page numbers have been changed to agree with the 
final report. 
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- 2 - 

Chapter 2 - Need to Better Assess Proposed Projects and Establish a 
Ranagemefif-Kss-‘~c~ProgT-aiii------ 

______-. I__--__-- ---- --- 
- - 

The report indicates that a substantial part of the sample of 
projects failed to meet the original job projections. EDA agrees 
that the job estimates made during the time period of the study were 
optimistically inflated and not based on a sound methodology. 
Consequently, we believe that copclusjons drawn from the disparity 
between actual and estimated jobs created are of little importance. 
(ItI is interesting to note that the job cost ratio of projects with 
job estimates and projects without job estimates is virtually the 
same. ) Further, as is mentioned in the report, EDA has attempted in 
recent years to refine its ability to estimate the job impacts of 
projects and continues to do so. 

Need to Better Assess Proposed Projects --- -- 

The last paragraph on page 6 indicates that EDA Public Works staff 
utilized feasibility studies for technical reviews. It should be 
made clear that the Public Works engineers were responding to 
technical, not economic, feasibility studies. Furthermore, the 
1968 guidelines mentioned were designed for the Technical 
Assistance staff’s review of any EDA-funded economic feasibility 
studies, and were not applied to all industrial park projects. We 
do, however, agree that the 1968 guidelines can be modified to be 
USeful for reviews of all potential industrial park projects. 

EDA has recognized it funded parkqrojects near other parks ____- --- ---- - 

The report, on page 11, indicates that funding a project based 
upon a commitment from a business may cause excess capacity. 
Until recently EDA could not fund a project for a single user. 
Consequently, industrial land was developed in addition to what 
was needed by the firm locating in the park. This practice is no 
longer followed because the single-user restriction was recently 
deleted from our regulations. 

The conclusion reached on page 11 regarding the funding of 
industrial park projects in areas with excess capacity seems to be 
based on a sample of two. We do not believe that a conclusive 
judgment should be made on such a small sample.’ It is EDA's 
judgment that the “25-mile” requirement has had a positive 
effect. We will continue to emphasize the policies defined in the 
1977 memorandums which are referenced in the report. These 
Policies will be incorporated into an EDA Directive. 

EDA does have capabilities to identify and attract businesses to 
-tsInaustr i al 

----__ ----- 
p arks 

The report on page 16 proposes that EDA’s Industrial Location 
Service (ILS) he utilized to assist grantees in attracting 
businesses to industrial parks. EDA is in the process of 
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analyzing the effectiveness and the future use of the ILS System. 
So far, the analysis has indicated that if the ILS System is 
continued it would require significant updating and improvement. 
Our analysis has indicated the following problems, among others: 

o it may not accurately reflect the present business environment 
as it is based on the 1971 census: 

o the methodology is unclear and would have to be refined: 

o the size of the original sample was too small: and 

o critical locational factors were omitted. 

These problems make the system in its present state unusable. 

The suggestion, on page 16, to hire EDA industrial location 
specialists with Technical Assistance (T.A.) funds is not legally 
possible since EDA cannot hire its own personnel with T.A. money. 
While T.A. funds could be used to contract with a firm to provide 
industrial location services to EDA grantees, we do not agree with 
this approach. In addition to the fact that there are already 
excessive demands on our limited T.A. funds, we believe it is more 
appropriate for local resources to be used for industrial location 
efforts. As further discussed below, EDA should make sure that 
its industrial park applicants have plans to carry out such 
efforts. 

Recommendations 

The recommendations made in Chapter 2 seem to assume that the 
industrial parks funded by EDA should be treated as Federal 
property. We would agree that EDA should be concerned about the 
success of our investments. However, we disagree with the idea 
that these industrial parks are Federal domains. EDA does not 
provide 100 percent of the funds for an industrial park 
development. A substantial amount of the funds are provided by 
the localities. EDA therefore considers that the industrial parks 
are local facilities and that we cannot superimpose our will upon 
the grantees. 

Require applicants to perform feasibility studies on all 
proposed industrial park projects. These studies need to 
include an assessment of whether the project is needed and 
whether it is favorably located to attract businesses. 

In certain cases a feasibility study may be necessary in order 
to make a judgment about the viability of an industrial park. 
However, we believe that an applicant can provide sufficient 
information to EDA, without the aid of an “official” feasibility 
study, in order for EDA to make a feasibility decision. 
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Furthermore, whenever feasibility studies are performed by an 
applicant, they invariably prove the development feasible. 
FDA’8 feasibility review would be mere critical than the 
requirement for a feasibility study. Therefore, we believe that 
EDA needs to obtain sufficient information Erom the applicant to 
make a feasibility review and we need to train EDA’s existing 
staff to assure that professional decisionS can be made. A 
requirement that all applicants perform feasibility Studies 
would not lead to more successful projects. 

Establish a management assistance program to help applicants 
that have problems attracting businesses to locate in their 
industrial parks. After this program is established, the 
Industrial Location Service should be used to determine the 

f businesses that would b best suited to locate in the 
and the recommendations mXde by the Office of Management 

and Administration on management assistance efforts should be 
adopted. 

It should be remembered that EDA-funded industrial parks are 
located in the most economically distressed areas of the 
country. A management assistance program would not be the 
panacea for EDA’s industrial parks. Industrial parks are 
necessary, but not sufficient to attract industry to an area. 
Location decisions are based on a wide variety of factors. 
Localities must, therefore, consider industrial parks within the 
context of their entire economic development process. For 
example, studies have shown that amenities provided by a 
community may be aa important as the transportation linkages in 
an area. Consequently, although management capacity is 
important it should not be considered the ultimate solution to 
attracting industry to economically distressed areas. 

The Management Assistance program suggested in the report would 
necessitate significant direct Federal intervention in the local 
developrlent process. The report suggests that EDA become 
directly involved in the location of industries. We do not 
believe that is an appropriate role for the Federal government. 
The analogy to the Indian Industrial Development Office does not 
hold. The special nature of development problems on Indian 
reservations as well as the small number of EDA-projects 
distinguishes them from EDA’s other industrial park developments. 

As stated above, we do agree that management capacity is 
necessary at the local level. However, we believe that it can 
be accomplished through other means than direct Federal 
intervention in the market. It is essential that EDA consider 
the management and marketing capacity of applicants when funding 
an industrial park. When staffing EDA Regional Offices we will 
look for people with background in industrial location and 
marketing along with other economic development skills. 
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However, we cannot afford the luxury of full-time industrial 
location specialists. Rather, the management capacity of 
existing grantees should be analyzed and improved and +.he 
resources of existing State and regional organizations 
should be used. Further, EDA will continue to encourage and 
provide funding for public interest groups to train, through 
conferences and workshops, local officials who operate or 
pl an to operate industrial parks. We also will continue to 
encourage Economic Development District organizations to 
provide localities with their expertise. These methods will 
achieve the ultimate end described in the report, with the 
added benefit of increasing the economic development 
capacity at the local level. 

As mentioned above, EDA is looking into the effectiveness of 
the Industrial Location Service. We will consider the GAO 
recommendation in making a decision regarding its future. 

In addition to the above recommendations, past evaluations 
have suggested that there Is a need for more coordination 
between EDA’s programs and that preferential treatment be 
given to firms locating in EDA funded parks. We agree that 
coordination is necessary and have been attempting to 
achieve that coordination. It admittedly has not been 
totally successful. In addition, businesses that agree to 
locate in &DA-funded industrial parks should be given 
priority for Development Finance assistance as long as the 
firms meet the other selection criteria of that program. 

The evaluators’ suggestion for increased coordination 
between the Agency and the Small Business Administration 
(SBA) is also well taken. However, the coordination should 
be at the local level. Districts and grantees should 
develop a relationship with the SBA offices. 

Lastly, the evaluators confirm our opinion that a key to 
success of industrial parks is the effectiveness of local 
jurisdictions, e.g., the Economic Development Districts and 
the States. 

Require that its Regional Offices prepare periodic reports 
identifying vacant and low-utilized parks and develop 

promotion plans and their progress in attracting businesses 
to the parks. - 

We agree that periodic reports on the utilization of 
industrial parks would be useful and we will initiate action 
to require them. Further, we believe that the Economic 
Development Districts should be involved ir, the reporting 
process. It should be noted that other Regional Offices, in 
addition to the Southeast Regional Office, have been 
collecting this information. However, we do not agree that 
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EDA itself should utilize the information to develop 
solutions to attract businesses. Rather, EDA should review 
this information with the Economic Development Districts and 
other appropriate organizations to determine what assistance 
they can provide to the localities involved. EDA can 
utilize the information to appraise the management capacity 
of an area to determine what its future needs and problems 
are. 

Chapter 3 - Weed to More Effectively Control Business Relocations 

Lack of adherence by applicants to non-relocation Policy 

The suggestion on page 26, that EDA review all businesses 
planning to locate in industrial parks is unworkable and 
contradicts the OMB direction for agencies to accept assurances 
from grantees. Furthermore, the Report does not set a time 
limit. Does the GAO expect EDA to review all businesses that 
locate in industrial parks for the life of the project, e.g., 
30-40 years? Clearly that is unrealistic. 

Relocations From Within the Area Provide Few Additional Jobs 

An objective of the Public Works program is job retention. 
It is a key to the economic stabilization and revitalization 
of many distressed areas. 

We do not believe that the relocation of firms already 
existing within the area to an industrial park is a major 
problem. When a firm decides to move to another site in the 
same locality, it usually has bona fide reasons to do so. 
For example, it is likely to generate increased profits for 
the firm. These profits will provide economic benefits to 
the community by stimulating tax revenues and spin-off jobs. 
These secondary impacts, although not the primary objective 
for EDA projects are of importance. The movement of a firm 
could also leave vacant space for more marginal firms to 
locate in. Such space can be considered incubator space for 
small firms. In addition, the firms that relocate do not 
generally consume large amounts of space and- may have a 
positive effect on the remaining space, by helping to attract 
other firms ot the park through the agglomeration effect. 

Recommendations 

Administer EDA’s non-relocation policy so it is clear that 
all business relocations from other areas are prohibited from 
relocating in EDA-funded parks. 

We agree that the application of the non-relocation policy 
for industrial park projects needs to be clarified. The 
question that is raised, however, is how long t,hE ;;:ycation 
prohibition should last for industrial parks. 
continue to investigate this issue and, if necessary, revise 
our regulations. 
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Issue 7.natructionr to EDA field 
non-relocation poll y f 
wered anil re:iseO:he EDA app 
are fully aware of how the policy is administered. 

We also plan to revise the Public Works application to clarify 
EDA’s policy on non-relocation. All procedural statements will 
be revised for consistency. 

Monitor the effectiveness of the non-relocation policy through 
periodic field visits to the parks. These visits should take 
place before final disbursement of funds and when determininq 
the parks1 succemmes. 

It is not administratively possible for EDA to monitor the 
effectiveness of the non-relocation policy through periodic 
visits to every park project. Rather we believe we can improve 
the enforcement of the non-relocation policy through monitoring 
on a sample basis and looking into information brought to our 
attention on any other project. We will also define specific 
policies and actions to be taken for cases where relocations 
have occurred. 

Develop criteria to minimize relocation8 from within park areas 
and emphasize to EDA applicants that park projects are designed 
to attract new businesses or business expansions to provide new 
employment opportunities rather than to be used as vehicles to 
relocate existing area businesses into more attractive sites. 

We agree that the primary objective of industrial parks is to 
attract new and expanding businesses. However, job retention is 
a significant part of local economic development strategies. We 
do not believe that we should discourage retention of firms, 
where appropriate. We do not believe that the small number of 
firms which moved for no apparent business reason constitute a 
problem. 

Chapter 4 - Improvements Are Needed To Effectively Monitor and 
Assess Park Projects 

The GAO report fails to properly recognize the role of post-approval 
evaluations which gather data on the actual accomplishments of 
projects on a sample basis and feed it back into the Operational 
Planning and Control System (OPCS). In 1979 EDA’s Program 
Evaluation Division initiated a Crosscut Evaluation System (CES). 
The CES includes: 

(1) The development of a variety of impact evaluation methodologies, 
from simple to sophisticated, appropriate to each of EDA’s major 
program areas (development finance, public works, technical 
assistance, and planning grants). Included are all of the OPCS 
impact evaluation methodologies. 
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(2) 

(31 

Field testing of a selection of these methodologies, including 
both the OPCS methodologies and more sophisticated 
methodologies, the results of which will provide checks and 
refinements to the OPCS system. 

A Multi-Year Tracking System for stratified samples of projects 
within each program area (including industrial parks in the 
public works area) that will follow projects longitudinally and 
obtain time profiles of the economic impacts of EDA assistance. 
These recurrent field surveys and analyses will pick up 
retrospective information, and will include projects initiated 
in past as well as current years. 

It should be noted that the CES evaluations will meet all of the 
recommendations of Chapter 4 of the GAO study (page 42) except for 
the recommendation “that park applicants periodically submit 
(accomplishment) data to the appropriate regional offices.” The CES 
Multi-Year Tracking System relieves regional office personnel of 
this added burden, and places the gathering of such data directly in 
the hands of EDA’s analytical personnel. 

CES feedback to OPCS is expected to improve all of the provisional 
standards contained in the OPCS Final Report, such as the $13,500 
per job figure and the l-3-7 year tentative evaluation cycle, 
discussed in the GAO report. 

The second paragraph on page 33 indicates that EDA does not gather 
accomplishment data on projects funded in the past. Although it is 
true that EDA does not gather such data on a project-by-project 
basis, EDA does perform evaluations on a sample of projects, as 
described above. These studies will provide EDA with information 
with which to develop improved criteria and guidelines for selecting 
industrial park projects and estimating the size and time frame of 
their job impacts. 

EDA Has Designed A System to Monitor and Evaluate Project 
Accomplishments 

The $13,500 figure is misused throughout this chapter. On page 34 
it is described as an EDA objective. Actually’, the $13,500 is the 
average estimated cost per job for .the entire public works 
portfolio of projects for a given year. It is a measure of direct 
and indirect jobs created and saved. It is expected that some 
individual projects will have a lower cost per job and others will 
have a higher cost per job. $13,500 is not a rigidly enforced 
standard against which proposed projects are judged. It is 
primarily used to estimate the number of jobs the entire public 
works program will probably save or create at different budget 
levels. The report improperly assumed that the $13,500 job cost 
standard was firmly established, only to be changed to account for 
inflation. 
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The time frames (described on 
P 

age 35, paragraph 2) within which 
jobs will actually occur (59 f rst year, 60% third year, etc.) are 
first-cut estimates based on past evaluations which need to be 
updated. One of the purposes of the ongoing Cross-Cut Evaluation 
is to help EDA refine and update these estimates. 

Refinements To The System are Needed 

The OPCS cost criterion (paragraph 1 on page 36) is misused. As 
part of OPCS, the expected impact of individual projects is 
estimated so the relative merits of proposed projects can be 
compared. As the evaluation component of OPCS, CES will look at 
individual project performance, the performance of categories of 
projects, and overall program performance. 

Cost Criterion Per Job 

The Agency recognizes the need to further refine our ability to 
estimate how many jobs will occur in an industrial park and when. 
As mentioned earlier, our evaluations will help us do this on an 
ongoing basis. Information should be based on immediately 
identifiable jobs, probable jobs , or the job-creation potential of 
parks if fully occupied. New estimating guidelines will be issued 
based on the analysis of this information. 

The first full paragraph on page 37 contrasts industrial park 
projects to other public works projects, e.g., skill training 
centers, tourism facilities, etc., indicating that these other 
projects are designed to provide direct job opportunities at the 
facilities. This comparison is inaccurate since the objectives of 
the latter types of projects relate to the economic impacts such 
projects will have on a community, particularly the attraction of 
private investment to an area. The direct jobs that will be 
created at the facilities are not the justification for the 
projects. 

Measuring Actual Job Accomplishment 

The description of the use of the ED-612 on page 39 needs to be 
clarified. The 612 applies only to firms that create or save 15 
or more jobs and was designed originally for and is primarily a 
means of monitoring compliance with Civil Rights requirements. It 
will also provide the Agency with some evaluation data, but the 
evaluation studies are our primary system for gathering 
information on post-approval accomplishments. In order to reduce 
the reporting burden on the public and to focus our Civil Rights 
monitoring on businesses which are the primary beneficiaries of 
Agent 

r 
assistance and are the major basis for project 

justi ication, the 612 reporting requirement is limited to 
businesses which locate in the industrial park prior to final 
disbursement. 
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Recommendatione 

Efine the Operational Planning and Control Sy stem. These 
bet-per-lob 
I is too high, (2) 

refinements should include (1) reducing the cc 
criterion if acltual results show the criterion 
developing and using criteria on park utilization rates al;nq 
with the cost-per-job criterion to measgre park success, ( ) 
revieing the time frame8 

-~~ 
for resl~ising employment projections 

:er park from 7 years after the year of approval to 10 years aft 
completion, and (4) requiring that actual employment data be 
received from all businesses that locate in the parks. 

We agree with the first two parts of the above recommendation. 
We particularly believe that the percent of industrial space 
occupied would be a useful performance measurement. On the 
third part, rather than expand the data collecting for OPCS to 
10 years, we will wait until the data on the time frame in which 
jobs occur is collected by the Cross-Cut Evaluation System to 
help UB determine the appropriate time frames. 

We do not believe it will be possible or practical to receive 
report8 from each business that locates in an EDA-funded 
induetr ial park. The time lapses between the approval of 
projects and location of businesses can be 20 years. It does 
not 8cem practical to ask businesses to report to EDA. The 
evaluation system will provide sufficient information to EDA to 
adequately assess the success of industrial park projects. 

Identify and gather accomplishment data needed to properly 
monitor and evaluate park projec’ts not ‘covered by the - 
Operational Planning and Control System. To preserve limited 
staff resources, EDA sh ould request that park applicants 
periodically submit this data to the appropriate regional 
off ices. 

Although we agree that there is a need to monitor the 
accomplishments of industrial parks, the GAO should recognize 
that there are strict OWB restrictions on increasing the 
public’s reporting burden. EDA would find it very difficult to 
require reports from grantees throughout the-life of the 
project. In addition, given our staffing restrictions, we will 
consider utilizing local organizations, such as economic 
development districts, I as the monitors for EDA. 

Disseminate prior studies on park projects to appropriate 
regional offices for their use when considering the funding of 
‘future projects. 

We believe that most Regional Offices have received the reports 
on industrial parks, although if they have not or cannot locate 
them, we will make sure that they receive the studies. 
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Again, we thank you for the opportunity to review the study. Please 
be assured that EDA will focus on the issues raised and make 
modifications to the administration of its industrial park program 
where necessary. While we do not always agree with the 
recommendations of the report, it doe8 clearly identify many of the 
problem areas of a Federally assisted industrial park program. 

We would like to express our appreciation for the work which 
Chet Janik of your ataff has done on this study. We would be glad 
to meet with him again to further discuss any of the points made in 
our response. 

Assistant Secretary 
for Economic Development 

(069160) 
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