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Resources, Community, and
Economic Development Division

B-279906

May 12, 1998

The Honorable James M. Talent
The Honorable J. C. Watts, Jr.
House of Representatives

Subject: Community Development: Identification of Economically Distressed
Areas

On March 12, 1997, a bill (H.R. 1031) was introduced in the House of
Representatives that would allow the Secretary of Housing and Urban
Development to designate up to 100 areas as "renewal" communities. For
these communities, the bill seeks to increase the number of new jobs; form
and expand small businesses; increase educational opportunities and
homeownership; and foster moral renewal-by providing federal tax
incentives, regulatory reform, school reform pilot projects, and
homeownership incentives.

In January 1998, you asked us to identify economically distressed areas that
could qualify for assistance under this bill. On the basis of discussions with
your offices, we agreed to use the most recent data (1990 Census) from the
Census Bureau to identify census tracts' that meet the bill's criteria for
economic distress. Although these data are 8 to 9 years old and
circumstances may have changed for any given tract, these data are the most
recent available for all tracts nationwide. The bill's criteria for economic
distress that have associated measures require an area to have (1) a poverty
rate of at least 20 percent; (2) an unemployment rate that is at least 1.5 times

'We use the term "census tracts" to include census tracts as well as the block
numbering areas used by the Census Bureau for areas where census tracts
have not been established.
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_the national unemployment rate; and (3) at least 70 percent of the

households with an income less than 80 percent of the locality's median
income.”

Our preliminary analysis showed that using a median income measure
severely restricted the number of tracts, particularly rural tracts, that could
qualify for assistance. On the basis of our preliminary results, we agreed
with your offices that the first two criteria would sufficiently identify
economically distressed areas across the country. Consequently, this report
reflects our analysis of census tracts that meet the poverty and
unemployment criteria in the bill. We also agreed to identify whether the
census tracts were in urban or rural areas and whether they were located in
an existing federal empowerment zone (EZ) or enterprise community (EC).?
(Enc. I describes our scope and methodology on this assignment.)

We found that 9,184 census tracts meet both of the criteria for economic
distress, including 1,354 census fracts in rural areas; 7,396 in urban areas; and
434 in mixed urban/rural areas (see table 1). Fourteen percent of these
census tracts are located in an EZ or an EC. Enclosure II lists the census
tract number for each of the 300 most-populated census tracts out of 9,184
tracts that we identified that meet the bill's poverty and unemployment
criteria, along with its state, county, population, and notes indicating whether
the census fract is rural, mixed urban/rural, and/or located in an EZ or EC.

’In addition, to providing specific measures related to poverty and
unemployment, the bill requires that the area be one of "general distress."

’The Omnibus Budget Reconciliation Act of 1993 and the Taxpayer Relief Act
of 1997 authorized the designation of up to 126 communities as EZs or ECs.
As of the date of this report, 105 communities had been so designated.
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Table 1: Number of Census Tracts in Total and Number of Census Tracts That
Meet the Poverty and Unemployment Criteria of H.R. 1031

Tracts with an Tracts

Tracts in  Tracts with a poverly unemployment rate meeting

the rate of 20 percent or of 9.45 percent or both

nation® higher higher® criteria

Rural 13,719 2,882 2,372 1,354

Urban . 40,173 10,343 9,771 7,396
Mixed
urban/

rural 5,089 930 694 434

Total 58,981 14,155 12,837 9,184

®We included a census tract in the analysis if the tract had at least 50 households.
Tracts with fewer than 50 households were not included--there were 2,277 such
tracts.

®|In the 1990 Census, the national unemployment rate was 6.3 percent. In order to
be counted in this column, a tract's unemployment rate was at least 1.5 times the
1990 Census' national unemployment rate, which was 8.45 percent.

Source: GAO's analysis of 1990 Census data.

We also found that the census tracts that meet both of the criteria for
economic distress are located in the District of Columbia and 1,373 counties
(out of 3,141 nationwide) among all 50 states. Figure 1 shows the counties
that meet both of the criteria, and the shadings indicate the population range
of the combined tracts in each of the counties for the tracts that meet both
criteria. In addition, enclosure III lists each of the counties and the District
of Columbia, ranked by the total population of the census tracts that meet
the criteria, and enclosure IV lists counties with tracts that meet both
criteria, grouped by state. Enclosures IIT and IV also include, for each
county, the total population in the census tracts that meet the criteria, the
number of census tracts in the county that meet the criteria, notes on
whether census tracts are rural or mixed urban/rural census tracts, and
whether the tracts are located in an EZ or EC.
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Figure 1: Counties Containing Census Tracts That Meet the Poverty and
Unempioyment Criteria of H.R. 1031

Combined populations of tracts
within counties

I More than 100,000 people (55 counties)
g 25,001 to 100,000 people (172 counties)
.. 25,000 or fewer people (1,146 counties)

Source: GAO's analysis of 1990 Census data.
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Copies of this report will be available to others on request. Please call me at
(202) 512-7631 if you or your staff have any questions about this report.
Major contributors to this report were Mitchell B. Karpman, Daniel S. Meyer,
and Nancy A. Simmons.

éudy A %ngland—J oseplé

Director, Housing and
Community Development Issues

Enclosures - 4
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ENCLOSURE I ENCLOSURE 1

SCOPE AND METHODOLOGY

To identify areas that met the poverty and unemployment criteria in H.R. 1031, we
analyzed census tract and block numbering area (BNA) data, using the 1990 Census of
Population and Housing.! We limited our analysis to census tracts with at least 50
households. A household is defined as all of the persons who occupy a housing unit,
which may be a single family, one person living alone, two or more families living
together, or any other group of related or unrelated persons who share living
arrangements. This definition excludes persons living in institutionalized and
noninstitutionalized group quarters, such as hospitals, prisons, military quarters, and
college dormitories. - In addition, we did not include Puerto Rico, the Virgin Islands of the
United States, Guam, American Samoa, the Northern Mariana Islands and any other
possession of the United States in our analysis.

Using the census data, we designated each tract as either urban, rural, or mixed
urban/rural. The census identifies persons as urban who live in urbanized areas (at least
one place and its adjacent densely settled surrounding territory ("urban fringe"™) that
together include at least 50,000 people) or in places of 2,500 persons outside of urbanized
areas. All other persons are identified as rural residents. If more than 80 percent of a
tract's residents were urban, we designated the tract as urban. If less than 20 percent of
the tract's residents were urban, we designated the tract as rural. If 20 to 80 percent of a
tract's residents were urban, we designated the tract as mixed urban/rural. All

subsequent analyses displayed results separately for urban, rural, and mixed urban/rural
tracts.

To determine a tract's poverty rate, we used the number of persons in the tract who
were determined to be below the federal poverty level for 1989 and divided this by all
persons for whom a poverty determination was made.? Our analysis identified all trac
that had 20 percent or more of its persons below the federal poverty levels. ‘

'The Census Bureau defines census tracts as small, relatively permanent statistical
subdivisions of counties that usually have between 2,500 and 8,000 persons. BNAs are
small statistical subdivisions of a county for grouping and numbering blocks in

nonmetropolitan counties where local census statistical areas committees have not
established census tracts.

’The Census Bureau determines if a person is below the poverty rate using the income
and size of the family unit or unrelated individual. The Census Bureau makes this
determination for all persons except institutionalized persons, persons in military group
quarters and in college dormitories, and unrelated individuals under 15 years old.
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ENCLOSURE I ENCLOSURE I

To determine a tract's unemployment rate, we used the number of persons in the
tract who were unemployed and divided it by the total number of persons both employed
and unemployed. Census defines the unemployed as civilians 16 years and older who
responded that they were not working, but were looking for work during the last 4 weeks,
and were available to accept a job. Our analysis identified all tracts that had
unemployment rates that were at least 160 percent of the census' 6.3 percent national
average unemployment rate—that is, 9.45 percent and higher. Finally, we determined how
many tracts had both a poverty rate of at least 20 percent and an unemployment rate of
at least 150 percent of the national average.

To identify which of the tracts that met the poverty and unemployment criteria
were part of an EZ or EC, we matched census tracts that met both criteria to census
tracts in each EZ and EC, which we obtained from the Department of Housing and Urban
Development. On the basis of the number of tracts that were on both lists, we
determined the percent of tracts that met the poverty and unemployment criteria of H.R.
1031 and were part of an EZ or EC.

We performed our work from January through May 1998 in accordance with
generally accepted government auditing standards.
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