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COMMODITY FUTURES TRADING COMMISSION 

DESCRIPTION: CFTC furthers the economic utility of the futures markets by encouraging their 
efficiency, assuring their integrity, and protecting participants against abusive trade practices, 
fraud, and deceit. The object of commodity futures trading regulation is to enable the markets 
to better serve their designated functions of providing a price discovery mechanism and a 
means of offsetting price risk. By properly serving these functions, the futures markets serve 
the public interest by contributing toward better planning, more efficient distribution and 
consumption, and more economical marketing. Program areas include: Market Surveillance, 
Analysis, and Research; Enforcement; Proceedings; and other registration, audit, and review 
functions. 

FY 1996 BUDGET PROPOSAL: Projected FY 1996 budget appropriation is $59,711 million, 
an increase of $10,567 million over FY 1995. Projected FY 1996 FTE is 629, an increase of 82 
FTE from FY 1995. 

AGENCY PROPOSAL: CFTC argues that it has a Federal role as a regulatory agency. 
According to the agency, because of FTE and budget reductions in FY 1993 and FY 1994, 
CFTC has implemented streamlining, automation, and regulatory reform initiatives. Regarding 
their regulatory scheme, CFTC is trying to work with the commodities trading industry to 
encourage self-regulation. Specifically, the agency envisions the exchanges and the National 
Futures Association conducting direct regulation of market participants while the CFTC 
oversees the overall regulatory program. While CFTC is working on issues in cooperation with 
states (and foreign governments), the agency does not believe its functions can be devolved to 
a lower level. 

DECISION OPTIONS: 
A. No change. Fund CFTC at FY 1996 levels. 
B. Fund CFTC at FY 1996 levels, but encourage the agency to explore REGO Phase 2 

regulatory reform proposals. 
C. Fund CFTC at FY 1996 levels, but encourage the agency to explore REGO Phase 2 

regulatory reform proposals as well as merger with the Securities and Exchange 
Commission (especially including co-location) and the devolution of certain CFTC 
oversight functions to self regulatory organizations, such as the National Futures 
Association. 

D. Eliminate CFTC and rely on the private exchanges to regulate the securities markets. 

ADVISORY GROUP RECOMMENDATION: C. 

RATIONALE: CFTC has a Federal role. Option C encourages CFTC to seek cost savings and 
better results through additional regulatory reform. By continuing to work with the stakeholders 
to develop goals which have measurable results, CFTC could improve results while reducing 
costs both for the CFTC and for the industry. Merging the SEC and CFTC into one agency, as 
well as devolution of certain oversight functions to self regulating organizations, would produce 
a more efficient and effective regulatory apparatus with which to oversee today's increasing 
complex and intertwined financial markets. 

STEERING COMMITTEE RECOMMENDATION: 

TabG 
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Pnrpaae cf tht» CFTC 

When the Conmission was f i r s t etstablished I n 1975, Che 
Congress recognized the need f o r an expert agency to help resolve 
new issues t h a t emerge i n the changing f i n a n c i a l marketplace and 
to p r o t e c t the important n a t i o n a l i n t e r e s t s Chat are served by 
corrjmodity f u t u r e s and options niarkets. Those markets today serve 
as the primary reference p o i n t i n e s t a b l i s h i n g p r i c e s f o r a wide 
range of a g r i c u l t u r a l products and f i n a n c i a l inscruments. They 
are indispensable t o producers, processors, coiisumers, iarye 
m u l t i n a t i o n a l corporations, pension funds, and others i n hedging 
against f u t u r e p r i c e changes t h a t otherwise could have a 
devastar.ing e f f e c t . I n a d d i t i o n , the p a r t i c i p a t i o n n£ market 
professionals provides l i q u i d i t y t o the marketplace. 

The f u t u r e s markets are c r i t i c a l t o the economic 
well-being of the country, and the o v e r s i g h t f u n c t i o n performed 
by the CPTC i s no less e s s e n t i a l t o the continued h e a l t h and 
v i t a l i t y of those markets. The Commission i s responsible i'or 
asb^iriny the f i n a n c i a l i n t e g r i t y and q u a l i f i c a t i o n s of 
professionals who trade i n the marketplace f o r themselves mid 
oth^^rs, i n c l u d i n g those p r o f e s s i o n a l s who manage i n c r e a s i n g l y 
:;TipGr':.?Ant pools of i n v e s t o r funds. The Commission's rules and 
oversi;}ht assure the segregation and p r o t e c t i o n of the funds of 
customers who use these markets. We work t o see tha t t r a d i n g on 
exchangee i s conducted i n a competitive environment, free of 
manipulative forces, and t h a t p r i c e s are t r a n s p a r e n t l y 
established and imir.ediately disseminated. And we are working 
tiven ranra d i l i g e n t l y t o prosecute fraud and other wrongdoirig i n 
every marker than we are charged w i t h r e g u l a t i n g . . 

The r e c o g n i t i o n t h a t r e g u l a t i o n of mar.ket p a r t i c i p a n t s , 
prevention on manipulation, accurate dissemination of in f o r m a t i o n 
v;ouiiJ c o n t r i b u t e t o the s t r e n g t h of Che markets and the n a t i o n a l 
accncmy were recognized i n e a r l y f u t u r e s l e g i s l a t i o n , sucili as the 
Grain r u t u r e s Trading Act of 1922. As Che markets grew, the naed 
f o r r.ore s i g n i f i c a n t r e g u l a t o r y a u t h o r i t y t o aiaintain the 
i n t e g r i t y of the markets grew as w e l l , leading t o the crer.ti-jn cf 
ths Czrrmission as an independent r e g u l a t o r y agency i n 1273. 

A l l of the f u n c t i o n s the Commission i s resv,'onsibl6 f o r are 
a l l "h'-i more important i n l i g h t of the e x t r a o r d i n a r y growth of 
le g a l a t e d markets since 1974. Since t h a t ?:ime, t r a d i n g of 
fu t u i ' i s and options contracts on U.S. f u t u r e s exchanges has 
lucr-^ifaised more than 1500%. I n 1594 alone, t r a d i n g voluzTie on U.S. 
;:utures exchanges increased 25% over 1993. Funds comraittsa t o 
ir.rcfe??!ional management f o r f u t u r e s t r a d i n g also increased from 
hso i r . i l l i o n d o l l a r s i n 1980 t o 25 b i l l i o n d o l l a r s today. 

The spectacular growth i n the U.S. f u t u r e s markets has beer. 



accompanied by extraordinary innovation i n product develoDmeriC. 
In addition to a g r i c u l t u r a l , metals and energy products, futures 
and optiorie are now offered on a vast array of f i n a n c i a l 
instruments including foreign currencies, U.S. and foreign 
government securities, and U.S. and foreign stock indices. 
Banks, insurance companies, pension plans and other i n s t i t u t i o n s 
.havd fsund that futures contracts on f i n a n c i a l products, properly 
used, can be employed to hedge cash ma.rket price exposure and 
thereby s t a b i l i z e revenue flows, as has long been the case for 
Stcricultural producers and processors using futures contraccs~on 
a g r i c u l t u r a l products. 

At the same time, futures trading around Che world also has 
increased dramatically, with the Commission's regulatory system 
serving as a model for similar overseas irarkecs. This increase 
i n global futures trading has created strong competitive 
pressures and regulatory challenges for the U.S. markets. 
Although volume on U.S. exchanges continues to grow 
substantially, futures trading cn overseas markets now accounts 
for approximately one-half of global trading volume. The 
Commission i.g committed to assuring that U.S. markets remain 
strong and competitive i n t h i s changing environment. 

FTE and Cost deduction Thrcuah Streamlining 

^ These developments dramatic increases i n volume; 
p r o l i f e r a t i o n of complex new products; and the 
i n t e r n a t i o n a l i z a t i o n of markets have a l l required that the 
Con-jni3 3ion's p o l i c i e s and rules develop and evolve i n order for 
i t to maintain s f f s c t i v e oversight. In addition, a l l of the 
marketplace developments have occurred without commensurate 
increa(?es i n Coi^miission resources. Indeed, during the l a s t t..r.rse 
ysarig, as exchange trading volume arew by more than 42% and 
3ver-the-counter ("OTC") derivatives p r o l i f e r a t e d , the CFTCs 
st a f f i^ctually decreased by 3% percent; exchange volume i s 
prc:]-cted to grow a t o t a l of 60% from 1992 through the close of 
f i s c a l 199C, with no additional s t a f f growth. 

,In order to maintain s t a f f i n g at Che highest possible levels 
while the Commission's funding level ren-amed v i r t u a l l y f l a t , ^he 
operating accounts were^targeted. Over 52,000,000 in 
-Toncroliable budget a c t i v i t i e s were either reduced or elimirated 
m the FY 1993 and FY 1994 operating budgets. Overall funding 
devoted tc overhead has f a l l e n irom a high of 33% i n FY 19^0 to a 
level of approximately 2 5% i n the current operatincr budaet for FY 
i?95, with a f u l l 75% of cur appropriation earmarked f:..r 
compensation and benefits. This i s a lower overhead percentage 
th,:;n most other regulatory cigencies. Soecific cutbacks i n 
operating expenses over Che period included a 17* reduction i n 
'iravei related expenses, an 18% cut i n the cost of communi cat ions 
and u - i i i t i . e s , a 33% tightening i n the t-uoply accounts, and a 4L-% 
reduction r.n the cost of obtaining t r a n s c r i p t i o n ^-ervicea which 



support our legal program areas. 

The agency has been able to manage at. these reduced levels 
through streamlining, automation and i t s unique regulatory scheme 
which r e l i e s on the industry to bear some of the burden of 
regulation. Because regulation on a national l e v e l i s essential 
to the international competitiveness of U.S. futures trading, the 
Commodity Exchange Act grants exclusive j u r i s d i c t i o n to CFTC. 
However, the regulatory scheme also envisions that much of the 
dir s c t regulation of market participants w i l l be conducted by the 
exchanges and the National Futures Association, with oversight by 
CFTC. In addition, as described below, the CFTC has made a 
special e f f o r t to coordinate with the states, with other Federal 
agencies and with foreign regulators to strengthen enforcement 
and CO minimize duplication. I n that context, the agency 
reviewed i t s program options f o r meeting i t s mission. 

Bnforcenent 

Strong enforcement i s essential to both the perception and 
the r e a l i t y of the i n t e g r i t y of the futures and option"markets. 
A l l market participants have an interest i n ensuring that i f 
fraud or abuse occurs, the perpetrators w i l l be Stopped, funds 
recovered i f possible, and future abuses deterred. 

The agency has a program to educate and assist states 
attorneys' o f f i c e s i n bringing cases against futures market 
participants that f a l l under state j u r i s d i c t i o n . The Enforcement 
di v i s i o n also has successfully coordinated i t s e f f o r t s with other 
Federal agencies, such as the federal Bureau of Investigation, 
and. increasingly, with foreign governments. The industry also 
plays £ role, with each exchange having r e s p o n s i b i l i t y for i t s 
nembere' compliance with exchange rules. Sanctions are also 
irr.piemer.ted with the assistance of Che National Futures 
Association which ensures that those banned from trading cn s 
temporary or permanent basis cannot register as market 
participants. The CFTC i s ac t i v e l y reviewing the Enforcement 
pror.rarr, to determine i f greater e f f i c i e n c y and effectiveness can 
be r.chieved. 

In 3urmr,ary, the Enforcement program i s essential to the 
agency's mission; the program cannot be done as well or better 
at The state or local l e v e l ; introducing competition would not 
:;ut cost or improve performance; and, the agency i s currentlv 
pursuing aii i n t e r n a l evaluation cf the Enforcement program. 

T r a d i n g and Markets 

Uniform regulation and oversight'of areas includina ciearinq 
and settlement, audit t r a i l , sales practices, segregation cf 
funds and cap i t a l requirements enhance the economic functions and 
-he int'::grir,y of the futures markets. The CFTC has worked 



closely with i t s advisory groups to ensure that the requirements 
of the law and the needs of i t s constituents•are balanced and 
considered. 

For example, i n 1992, the Commission completed an i n i t i a t i v e 
tc reexamine regulatory burdens and practices and to streamline 
i t s rulebook with input from boch s t a f f and market participants. 
Among other things, t h i s i n i t i a t i v e resulted i n the 
s i m p l i f i c a t i o n of regulatory requirements for commodity pool 
operators, changes i n position l i m i t s i n non-agricultural markets 
which promoted international competitiveness, reduction of 
reporting requirements f o r large traders, and an electronic 
f i l i n g i n i t i a t i v e ' t h a t resulted i n a 77% reduction i n paper 
f i l i n g s with the Commission. This year, the Commission plans to 
i n i t i a t e a.aeries of roundtable discussions with market 
participant representatives to examine specific issues of 
concern. 

The agency has also evaluated i t s regulatory scheme and 
looked t o r ways to delegate more r e s p o n s i b i l i t y to the industry. 
The agency delegated r e s p o n s i b i l i t y for r e g i s t r a t i o n and routine 
audit of market participants to the National Futures Association 
(NFA). The Commission retains r e s p o n s i b i l i t y f o r oversight cf 
WFA and for conducting oversight and non-routine audits for 
futures firms. Delegation of oversight and regulatory 
r e s p o n s i b i l i t i e s to state and lo c a l organizations v/ould only 
increase the regulatory burden on the industry and would be . 
counterproductive. However, the Commission does coordinate 
closely with other regulators, including the Federal Reserve, the 
SEC, and a nun±;er of foreign governments. The structure and 
operations of the Trading and Markets program are being evaluat^a 
IS parr of the agency's streamlining plan. 

In .gummari', the Trading and Markets program i s essential co 
the agency's mission; state or lo c a l regulation would only 
increase the costs and burdens to the industry and harm 
competitiveness; introducing additional competition v;ould not 
cut cost or improve performance; and, the agency w i l l continue 
to review the program as part of i t s screamlining plan. 

Market 3ur-v-ei 1 lance. Ana-jyaifl ̂ nd Research 

The economic functions of r i s k s h i f t i n g and price discovery 
are the essential value of the futures markets. Commission 

surveillance economists make recommendations to the Commission 
on Betting speculative l i m i t s for each commodity, a function 
which can cnly be maintained at the Federal l e v e l . The 
-omnuasion also reviews new contracts and s i g n i f i c a n t rule 
-hangee i n crder to assure that the goals of r i s k s h i f t i n g and 
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price discovery w i l l be met. 

In recent years, the agency has streamlined both i t s 
regulations and i t s process fo r reviewing new contracts and rule 
changes. The s t a f f emphasizes meetings with exchange o f f i c i a l s 
and coordination with other Federal agencies, when necessary, to 
resolve issues quickly. A s t a f f of only 11 reviewed 28 new 
futures and options contracts, many of them involving new and 
complex issues, and 93 major rule changes. 

The CFTC has been a leader i n using sophisticated automation 
systems to enhance i t s operations. For example, with the 
assietance of automation, between FY 1980 and FY 1994, the CFTC a 
Market Surveillance section reduced the number of people who 
receive and process market surveillance data from 45 to 20 and 
t o t a l surveillance s t a f f f e l l from 79 to 60. During that same 
period, the number of markets covered by Market Surveillance grew 
from 83 to 188, trading volume increased dramatically, and the . 
s t a f f has spent a great deal of e f f o r t i n evaluating the economic 
impact of derivative products. The Commission w i l l continue to 
evaluate p o t e n t i a l targets for increased e f f i c i e n c y i n 
conjunction with i t s streamlining plan. 

Tr. summary, the Market Sur^/eillance, Analysis and Research 
program i s essential to the agency's mission; the program cannot 
be done as well or better at the state or l o c a l l e v e l ; 
introducing competition would not Cut cost or improve 
performance; and, the agency w i l l continue to review the orogram 
as part of i t s streamlining plan. 

Prcceedingg 

The expertise of the ALJs and Judgment Officers hearing 
administrative enforcement and reparations actions i n the Office 
of Proceedings i s essential to the creation of consistent and 
accurate law governing the futures and options markets. The 
a v a i l a b i l i t y of judges with specific expertise i n commodities 
law, an area not regularly dealt with by Federal or state court 
judges, provides efficiency i n the j u d i c i a l process. 

A.g part of i t s streamlining plan, the agency revised the 
reparations rules 'part of the Proceedings program). During that 
process, the Commission considered eliminating i t s voluntary 
decisional procedure, which provides an expedited, less formal 
t'orum for reparations complaints. Customers have, as options, 
going to NFA for a r b i t r a t i o n or taking t h e i r case to Federal 
::ourc. However, .-customers comments favored retention and the 
r.ompi;:;ints are a gocd source of information about the industry. 
The Commission feels that these changes not only improve the 
roparations process, but allow the Com.mission to operate the 
program without any increase i n reecurces. 



In summary, the Proceedings program is essential to the 
agency's mission; the program cannot be done as well or better 
at the state or local level; competition already exists in the 
program; and, the agency has reviewed the program as part of i t s 
streamlining plan. 

Summary 

In summary, because of the nature of i t s regulatory scheme 
and because of the severe budget constraints the agency has 
faced, the CFTC has consistently evaluated how the self-
regulatory organizations and i:he states can assist in meeting the 
agency's mission. We do not believe at this time that additional 
delegations would be f r u i t f u l . However, we intend, co continue 
cur reinvention efforts to make the agency's programs and 
operations as efficient and effective as possible.-
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THE EXECUTIVE DIRECTOR July 6, i994 

Mr. Chris Parker, Budget Examiner 
Office of Management & Budget 
New Executive Office Building 
725 17th Street, N.W. 
Room 923 5 

Washington, D.C. 20503 

Dear Mr. Parker: 
As requested i n 0MB memo M-94-19, enclosed i s an updated 

copy of the Commodity Futures Trading Commission's Streamlining 
Plan. 

Sincerely, 

Donald L. Tendick 
Acting Executive Director 

cc: Tom Kingston, NPR 
Madge Bolinger, CFTC, OBFO 



STREAMLINING PLAN 
COMMODITY FUTURES TRADING COMMISSION 

Updated June, 1994 

INTRODUCTION 

The Congress established the CFTC i n 1975 to provide strong, 
independent regulation of the commodity futures and options 
markets. The Commission's essential mission i s t o protect the 
i n t e g r i t y (including f i n a n c i a l i n t e g r i t y ) of these markets and to 
protect customers that transact i n these markets and entrust 
funds to f i n a n c i a l intermediaries. The agency has grown very 
l i t t l e over the years i n spit e of increasing regulatory 
r e s p o n s i b i l i t i e s and huge growth i n the complexity and size of 
the markets i t regulates. 

For example, exchange trading volume was over 402 m i l l i o n , 
futures and option contracts i n FY .1993. This represents a 
twelve f o l d increase i n trading volume since the Commission began 
i t s operations i n 1975. During that same period, the Commission 
has gone through 4 reauthorizations before Congress, each time 
receiving new r e s p o n s i b i l i t i e s . 

For example, the Futures Trading Practices Act of 1992 
("FTPA") gave CFTC ad d i t i o n a l a u t h o r i t y to detect and deter fraud 
and abuse of customer orders on U.S. futures exchanges. The 1992 
changes, i n the law require r e g i s t r a t i o n and f i t n e s s checks on a l l 
traders, not ju s t those who d i r e c t l y handle customer orders. In 
addit i o n , the Commission has adopted new rules r e s t r i c t i n g dual 
trading, tightening the audit t r a i l f o r futures transactions, 
enhancing recordkeeping requirements f o r o r a l orders, requiring 
r e g i s t r a t i o n of broker associations and r e q u i r i n g ethics t r a i n i n g 
f o r industry professionals -- a l l i n response t o Congressional 
concerns about fraud and abuse i n the markets. The CFTC also was 
given new r e s p o n s i b i l i t y to assure the p r o p r i e t y of emergency 
actions. 

The FTPA also r e f l e c t s a Congressional concern about the 
increasing sophistication, interdependence and 
i n t e r n a t i o n a l i z a t i o n of the futures and options markets by 
assigning the Commission other new a u t h o r i t i e s . For example, the 
FTPA gives the CFTC new au t h o r i t y to assist f o r e i g n futures 
regulators, to adopt and monitor rules concerning r i s k assessment 
of the a c t i v i t i e s of unregulated a f f i l i a t e s of regulated futures 
industry firms, and to review and exempt from regulatory 
requirements innovative f i n a n c i a l derivative products. The Board 
of Governors of the Federal Reserve has delegated to the 
Commission new r e s p o n s i b i l i t y to oversee margins on stock index 
futures. Furthermore, the Congress has urged the Commission to 
enhance i t s already s i g n i f i c a n t commitment to combatting 
telemarketing fraud. The twelve rulemakings mandated by the FTPA 
of 1992 required ten staff-years of e f f o r t plus approximately 
$10,000 i n non-salary support costs. Ongoing resources are 



needed t o monitor compliance w i t h these new r e g u l a t i o n s , i . e . , t o 
review implementing r u l e s submitted by the exchanges and t o a u d i t 
exchanges t o ensure compliance. 

I n the FTPA of 1992, Congress al s o assigned the Commission 
f i v e r e p o r t s t o be completed i n the next two years. The Study of 
Swaps and D e r i v a t i v e s Trading was completed October 28, 1993. 
The Competitiveness Study was released May 6, 1994. The study on 
p e n a l t i e s i s underway and the s t u d i e s on a u d i t t r a i l and computer 
t r a d i n g are i n the planning stages. The estimated resource 
commitment t o conduct a l l f i v e of these s t u d i e s i s 26 f u l l - t i m e 
e q u i v a l e n t ' s t a f f years plus approximately $54,000 i n d i r e c t non-
sa l a r y support costs, such, as travel', p r i n t i n g and mail expenses. 

The e x p l o s i v e growth of complex off-exchange d e r i v a t i v e 
instruments i s pr e s e n t i n g new challenges f o r the agency. I n 
l i g h t of growing concern about the p o t e n t i a l r i s k s posed by these 
markets, the.Commission may be given a d d i t i o n a l r e s p o n s i b i l i t i e s 
i n t h i s area. 

Despite i t s i n c r e a s i n g r e s p o n s i b i l i t i e s , CFTC has been 
forced t o reduce i t s FTE l e v e l s . Although the Commission was 
urged by Congress t o increase s t a f f i n g from FY 1990 t o FY 1992, 
the approved l e v e l of our FY 1993 and FY 1994 budgets r e q u i r e d 
the agency t o implement a h i r i n g freeze i n J u l y 1992. The 
freeze, which was p a r t i a l l y l i f t e d i n December 1993, has r e s u l t e d 
i n a net l o s s of 50 permanent employees, and the requested FTE 
c e i l i n g f o r FY 1995 i s 545, down 12% from the l e v e l approved f o r 
FY 1992, when the h i r i n g freeze was implemented. 

I n a d d i t i o n , the agency has d r a s t i c a l l y cut costs. ̂  Over the 
past f i v e years o p e r a t i o n a l costs were reduced from a h i g h i n FY 
1990 of 33% of budget t o a low i n FY 1994 of 24% of budget. For 
example, from FY 1993 t o FY 1994, t r a v e l expenses were cut by 
29%. Program support costs r e l a t e d t o t r a i n i n g , t r a n s c r i p t i o n 
s e r v i c e s , o n - l i n e research s e r v i c e s , m a i l and supplies were a l l 
reduced 20% over previous operating l e v e l s . Over $2,000,000 i n 
c o n t r o l l a b l e budget a c t i v i t i e s were e i t h e r reduced or e l i m i n a t e d 
i n both FY 1993 and FY 1994 ope r a t i n g budgets. The FY 1995 
budget request contains approximately 29% i n o p e r a t i n g expenses, 
but t h i s f i g u r e includes some one-time o u t l a y s r e l a t e d t o the 
r e l o c a t i o n of CFTC's headquarters, the upgrade of the 
Commission's computer network, and t r a n s i t i o n from a stand alone 
mainframe c o n f i g u r a t i o n t o a more d i s t r i b u t e d a r c h i t e c t u r e . I t 
should be noted t h a t although CFTC's leased space costs are 
in c r e a s i n g , they continue t o be below the comparable cost of GSA 
leased space. The Commission has been l e a s i n g i t s space less 
expensively than GSA since our c h a r t e r i n 1975. 

The CFTC has been a leader i n using s o p h i s t i c a t e d ' automation 
systems t o enhance s e r v i c e and streamline operations. For 
example, between FY 19 80 and FY 1994, the CFTC's Market 



Surveillance section reduced the number of people who receive and 
process market.surveillance data from 45 to 20 and t o t a l 
surveillance s t a f f f e l l from 79 to 60. During that same period, 
the number of markets covered by Market Surveillance grew from 83 
to 188. I n a d d i t i o n , we have improved automation of our 
f i n a n c i a l management system, i n t e g r a t i n g budgets, r e q u i s i t i o n 
processing, procurement, accounting, t r a v e l order and voucher 
processing, subscriptions, and monetary receipts i n t o a single 
system l i n k e d t o p a y r o l l , personnel and proj e c t cost accounting 
systems. We also decentralized processing f o r our automated 
payroll/personnel system. Almost every CFTC employee has a 
computer and the agency makes extensive use,of el e c t r o n i c mail, 
both w i t h i n each CFTC o f f i c e and between regions. . 

Furthermore, i n 1992 the Commission completed Excellence 
2000, a major i n i t i a t i v e to reexamine regulatory burdens and 
practices and to streamline i t s rulebook. Among other things, 
t h i s i n i t i a t i v e resulted i n the s i m p l i f i c a t i o n of regulatory 
requirements f o r commodity pool operators, changes i n p o s i t i o n 
l i m i t s i n non-agricultural markets which promoted i n t e r n a t i o n a l 
competitiveness, reduction of reporting requirements f o r large 
traders, and an electronic f i l i n g i n i t i a t i v e that resulted i n a 
77% reduction i n paper f i l i n g s with the Commission. 

STREAMLINING PLAN 

As the foregoing makes clear, the CFTC has been engaged i n 
e f f o r t s t o streamline, to cut costs, and to serve the public i n 
the best way possible. With the assistance of a dedicated s t a f f 
and ongoing e f f o r t s to streamline i t s regulations and operations, 
the CFTC has car r i e d out i t s mission despite diminished resources 
and increased r e s p o n s i b i l i t i e s . We f e e l that we cannot absorb 
ad d i t i o n a l cuts and s t i l l accomplish our mission. Nevertheless, 
as part of our commitment to conduct ongoing reviews of our 
ef f i c i e n c y and effectiveness, we propose to take the steps set 
f o r t h below. We note, however, that because we are already 
operating under severe resource constraints, any savings achieved 
from these proposals may best be used i n improving our a b i l i t y to 
meet goals mandated by Congress. Some of these proposals may be 
cont r o v e r s i a l , others may require l e g i s l a t i o n , and f i n a l 
decisions on some may be affected by the appointment of a new 
Chairman. 

The Commission has established an NPR Working Group, 
comprised of the agency's senior managers, which w i l l undertake 
or oversee the following e f f o r t s : 

PROGRAMMATIC REVIEW 

o STRATEGIC PLANNING. Undertake a s t r a t e g i c planning e f f o r t 
which w i l l evaluate the mission, structure and management of the 
agency. 



STATUS: The Commission has been d i s c u s s i n g s t r a t e g i c 
p l a n n i n g w i t h other agencies through the Small Agency 
Cou n c i l . We are i n the e a r l y phase of d i s c u s s i n g how we 
might approach a s t r a t e g i c planning e f f o r t . 

o REGULATORY REVIEW. Undertake a f u r t h e r review of the 
r e g u l a t o r y requirements the CFTC places on the i n d u s t r y t o 
determine whether there are a d d i t i o n a l r e g u l a t i o n s t h a t can be 
e l i m i n a t e d or streamlined. 

STATUS: We i n t e n d t o inc l u d e plans f o r r e g u l a t o r y review i n 
our s t r a t e g i c p l a n n i n g . 

o REPARATIONS PROGRAM. Propose r a i s i n g the c e i l i n g f o r 
r e p a r a t i o n s cases which can be decided by Judgment O f f i c e r s 
r a t h e r than A d m i n i s t r a t i v e Law Judges from $10,000 t o $30,000. 
I n a d d i t i o n , assess whether the cu r r e n t f i l i n g fee f o r 
r e p a r a t i o n s can be r a i s e d , whether a c e i l i n g should be placed on 
damages, and whether any othe r r e p a r a t i o n s procedures can be 
str e a m l i n e d . 

STATUS: The r e p a r a t i o n s r u l e s have been r e v i s e d i n order t o 
update and str e a m l i n e Commission procedures. For example, 
the Commission considered and r e j e c t e d a proposal t o allow 
c l a s s a c t i o n s i n r e p a r a t i o n s cases. I t concluded t h a t , 
c o n s i s t e n t w i t h NPR, the a d d i t i o n of cl a s s a c t i o n s would not 
improve s e r v i c e t o customers and would r e s u l t i n unnecessary-
spending by the Commission and l i t i g a n t s . I n a d d i t i o n , the 
Commission reduced the time allowed f o r response t o a 
complaint from 45 t o 25 days and reduced the time f o r 
s e r v i n g discovery n o t i c e s and requests from 40 t o 30 days. 

The Commission a l s o considered e l i m i n a t i n g i t s v o l u n t a r y 
d e c i s i o n a l procedure, which provides an expedited, less 
formal forum f o r r e p a r a t i o n s complaints. However, customers 
comments favored r e t e n t i o n and the complaints are a good 
source of i n f o r m a t i o n about the i n d u s t r y . The Commission 
a l s o r a i s e d i t s f i l i n g s fees, expanded the use of telephonic 
hearings, and r a i s e d the t h r e s h o l d f o r summary procedure 
cases from claims of $10,000 t o claims of $30,000. 

The Commission f e e l s t h a t these changes not o n l y improve the 
re p a r a t i o n s process, but allow the Commission t o operate the 
program wi t h o u t any increase i n resources. 

o DELEGATIONS TO INDUSTRY. Evaluate whether f u r t h e r delegations 
of r e s p o n s i b i l i t y can be made t o the N a t i o n a l Futures A s s o c i a t i o n 
and the f u t u r e s exchanges. Assess whether the a d d i t i o n a l 
o v e r s i g h t r e s p o n s i b i l i t y outweighs any p o t e n t i a l savings i n 
s t a f f . 

STATUS: The Commission w i l l consider d e l e g a t i o n s t o the 



industry as. part of the s t r a t e g i c planning process. 

o FIELD OFFICES. Assess the impact of closing f i e l d o f f i c e s i n 
Kansas City, Minneapolis and Los Angeles. I n a d d i t i o n , ask each 
d i v i s i o n and o f f i c e w i t h f i e l d locations to evaluate whether 
ad d i t i o n a l a u t h o r i t y can be delegated to f i e l d o f f i c e managers. 
In p a r t i c u l a r , the agency w i l l explore whether c e r t a i n market 
surveillance functions, such as data c o l l e c t i o n and large trader 
i d e n t i f i c a t i o n , can be centralized i n one regional o f f i c e , 
p o t e n t i a l l y r e s u l t i n g i n the need f o r fewer s t a f f . 

STATUS:- The Commission w i l l assess the adequacy of the 
f i e l d o f f i c e structure i n the context of s t r a t e g i c planning. 
However, the Commission has already restructured some 
functions of the surveillance function to consolidate 
r e s p o n s i b i l i t y f o r s i m i l a r markets i n d i f f e r e n t locations. 
This allows the surveillance o f f i c e to function at i t s 
current l e v e l of resources. 

INTERNAL OPERATIONS 

o INTERNAL PROCEDURES. Review our i n t e r n a l regulations and 
procedures f o r ways t o eliminate or s i m p l i f y them. I n p a r t i c u l a r 
w i l l evaluate whether the Employee Handbook and a forms book 
could replace our len g t h i e r i n s t r u c t i o n s . 

STATUS: Review of i n t e r n a l regulations i s underway. 
Recommendations are expected by September 30, 1994. 

o INTERNAL REVIEW OF WORK. Explore ways to streamline i n t e r n a l 
review of work products which require the advice and e f f o r t of 
multip l e s t a f f members with d i f f e r e n t types of expertise (e.g., 
auditors, attorneys, economists). 

STATUS: No action has been taken on t h i s t o pic. 

o SMALL PROCUREMENTS. Evaluate approval procedures f o r small 
purchases with a goal of delegating approval a u t h o r i t y to the 
operating u n i t s . I n addition, explore the use of c r e d i t cards 
for making small purchases. 

STATUS: The Office of Budget and Fiscal Operations i s i n 
the i n i t i a l stages of implementing changes i n the way the 
agency handles small procurements. 

o OFFICE SPACE. The CFTC i s i n the process of examining 
a l t e r n a t i v e locations f o r i t s headquarters o f f i c e s . I n t h i s 
process, we w i l l examine ways to reduce our space needs and 
achieve cost savings. 

STATUS: The agency has chosen new space f o r the 
headquarters s t a f f . The decision took i n t o account cost per 



square f o o t , proximity to the Metro, the condition of the 
bu i l d i n g systems, sophistication of security systems, and 
the size of each f l o o r . The large f l o o r size of the new 
space w i l l contribute to the e f f i c i e n c y of the agency by 
allowing large divisions to occupy space on the same f l o o r . 
The new space w i l l be configured to make the most e f f i c i e n t 
use of o f f i c e s w i t h i n GSA standards. 

.PERSONNEL MATTERS 

o REDUCTION OF SUPERVISORS. Evaluate the supervisory and 
management positions i n the agency and determine whether 
positions should be r e c l a s s i f i e d or eliminated. I n addition, 
take advantage of buyouts and other incentives as our budget 
allows. As supervisors and managers leave through resignation or 
retirement, evaluate the continuing need f o r the vacated 
pos i t i o n . 

STATUS: We are i n the process of eliminating the management 
designation f o r approximately 60 CFTC employees. The CFTC 
has decided that i t would not be advantageous to p a r t i c i p a t e 
•in buyouts or other incentive programs at t h i s time. No new 
supervisory positions have been created. Supervisory 
positions are being evaluated as supervisors leave the 
agency. 

o DELEGATION OF PERSONNEL AUTHORITY. As 0PM rules change, seek 
di r e c t h i r e a u t h o r i t y f o r technical experts required f o r CFTC's 
mission. I n add i t i o n , evaluate the pros and cons of delegating 
broader a u t h o r i t y over h i r i n g and promotion to managers. 

STATUS: No action to date. 

o FLEXITIME AND FLEXIPLACE. The agency w i l l explore f l e x i t i m e 
and f l e x i p l a c e proposals and evaluate whether they would r e s u l t 
i n cost savings and an increase i n e f f i c i e n c y and employee 
morale. 

STATUS: A working group of employees from various 
occupations, o f f i c e s and regions has been established to 
evaluate f l e x i t i m e and f l e x i p l a c e a l t e r n a t i v e s f o r CFTC. 
The group has submitted a d r a f t f l e x i t i m e plan which i s 
being reviewed. A f l e x i p l a c e plan i s s t i l l under 
consideration by the committee. 

AUTOMATION 

o AUTOMATION OF ADMINISTRATIVE SYSTEMS. Work with other 
agencies to develop an automated- Personnel Action system, which 
w i l l f a c i l i t a t e delegation of personnel a u t h o r i t y . I n addition, 
make use of other automated systems as they are developed 
externally, such as a t r a i n i n g request system, t r a v e l system, and 



a more decentralized procurement system. The use of these 
systems would f u r t h e r decentralize these functions, delegate 
r e s p o n s i b i l i t y to a lower l e v e l of s t a f f , and reduce costs. 

STATUS: The Commission's Office of Administrative Services 
and Office of Information Resources Management (OIRM) have 
worked together to develop a system f o r using bar codes and 
scanners to label and inventory f i x e d assets i n headquarters 
and regional o f f i c e s of the Commission. This system w i l l 
eliminate reduce the time and physical labor required to 
inventory the Commission;'s f i x e d assets. 

The Office of Personnel i s p a r t i c i p a t i n g i n the interagency 
e f f o r t to develop an automated Personnel Action system. 

The Office of Budget and Fiscal Operations (OBFO) has 
eliminated p a y r o l l check d e l i v e r y at a l l CFTC o f f i c e s . Over 
96% of the Commission's salary checks are now issued by 
di r e c t deposit, and the remainder are mailed to the 
employees' residences. As recently as f i v e years ago, the 
di r e c t deposit rate f o r CFTC was 65%. I n addit i o n , by the 
end of FY 1994, the Commission w i l l no longer d e l i v e r t r a v e l 
reimbursement checks or t r a v e l advances to the o f f i c e . 
Travel payments w i l l be sent to the employee's home. OIRM 
and OBFO are exploring software which would allow t r a v e l 
checks to be deposited d i r e c t l y to the employee's bank . 
account 

OBFO and OIRM are also evaluating ways to improve on-line 
access by each Division to information on t r a v e l and 
t r a i n i n g expenditures. The Di v i s i o n of Enforcement has been 
given the c a p a b i l i t y to d i r e c t l y access information and 
reports from the agency's f i n a n c i a l management system. The 
Division's experience w i l l provide a framework f o r o f f e r i n g 
access to a l l division's i n the future. OBFO i s also 
reviewing new f i n a n c i a l management software to seek ways, to 
improve the agency's f i n a n c i a l management c a p a b i l i t i e s . 

o COMPUTER SUPPORT. Review computer support f o r Commission 
programs to determine how p r o d u c t i v i t y or effectiveness could be 
improved and fu r t h e r cost savings could be achieved. Automation 
support w i l l be p a r t i c u l a r l y important as the Commission takes on 
new programs, such as margin oversight, without the ad d i t i o n of 
s t a f f resources. 

STATUS: The Commission developed a f i v e year s t r a t e g i c plan 
for automation and telecommunications i n 1986 and updated 
the plan i n 1987 and 1989. A l l projects i n those plans have 
been completed and a new long range plan i s being developed. 

In addition, the Commission has several computer support 
projects underway. An integrated system f o r tracking 



reparations cases w i l l replace s i x e x i s t i n g systems and 
eliminate redundant data entry. A system i s being_developed 
to improve tracking and processing of forms from firms 
reporting the nature of t h e i r futures and options business. 
Programs that process options positions are being reviewed 
fo r possible modification to allow more frequent processing 

,. of data, which w i l l i n t u r n provide a more current look at 
option positions. Staff w i l l work with the industry to 
improve acceptance of exchange data and data on large trader 
positions. New c a p a b i l i t y i s being developed to allow 
analysis by Commission s t a f f of positions of traders by 
groups. . 

FEES AND FUNDING 

o FEES FOR SERVICES. CFTC c u r r e n t l y c o l l e c t s fees f o r contract 
market designations, exchange r u l e enforcement a u d i t s F O I A . 
requests, and some publications. Evaluate whether additional 
fees can be charged f o r services. For example, should the 
Commission charge a fee f o r consultation with foreign 
governments, f o r Commission t r a i n i n g programs, or f o r 
publications? 

STATUS: A proposal to allow the Commission to recoup the 
costs of educational seminars by having funds reimbursed to 
the Commission f o r reuse on other a c t i v i t i e s was deleted by 
Congress from the agency's FY 1995 appropriation. 
Collection of fees i n other areas has been discussed, but 
would require l e g i s l a t i o n . 

o OTHER FUNDING FOR SERVICES. Determine whether some of the 
costs pertaining to foreign consultation and coordination i n 
developing markets should be supported by the Agency f o r 
I n t e r n a t i o n a l Development or other i n s t i t u t i o n s , rather than by 
CFTC. 

STATUS: The FTPA of 1992, Section 1 2 ( f ) , authorizes the 
Commission to seek payment or reimbursement from foreign 
futures a u t h o r i t i e s f o r the costs related to providing 
assistance to foreign a u t h o r i t i e s . The costs of the 
services i s reimbursed to the Commission's appropriated 
funds. The f i r s t such arrangement f o r the secondment of a 
CFTC professional to the Australian Securities Commission 
w i l l take place t h i s summer. A l l expenses related to t h i s 
three month temporary duty w i l l be reimbursed to the 
Commission by the Australian government. I n addition, the 
Commission recently agreed to a secondment with Spain, with 
a l l expenses reimbursed. 

EMPLOYEE EMPOWERMENT 



o EMPLOYEE BRIEFINGS. Hold b r i e f i n g s on NPR and seek employee 
input on ways to improve services and operations and to cut 
costs. 

STATUS: In December, 1993, and January, 1994, b r i e f i n g s 
were held i n Washington, DC, Chicago, New York, Kansas City 
and Los Angeles f o r a l l employees. Following these 
b r i e f i n g s , which covered both the budget and NPR, over 160 
suggestions f o r improvement were received. As a re s u l t of 
the suggestions, s i x groups have been formed: 

o • Flexitime/Flexiolace. The group is_evaluating f l e x i t i m e 
and f l e x i p l a c e options f o r the Commission. 

o Transit Subsidies. The group i s reviewing how the 
Commission might o f f e r t r a n s i t subsidies. 

o . Information Sharing. This group i s evaluating both 
technical (e.g.. Electronic B u l l e t i n Board) and non­
technical ways that the Commission can more e f f e c t i v e l y 
share information with employees, between d i v i s i o n s and 
between regions. 

o I n t e r n a l Procedures. This group i s coordinating the 
e f f o r t s of each d i v i s i o n to review and reduce t h e i r i n t e r n a l 
operating procedures. 

o Job Rotation. The purpose of t h i s group i s to evaluate 
whether the Commission would benefit from a job r o t a t i o n 
program, e i t h e r w i t h i n or between d i v i s i o n s , or to private 
industry. 

o Support Staff Group. A group has been formed to i d e n t i f y 
and resolve issues of concern to support s t a f f i n a work 
environment which has been d r a s t i c a l l y changed by 
technology. 

o INCENTIVES PROGRAM. Establish incentives and awards f o r 
employee NPR suggestions which are a c t u a l l y implemented and 
re s u l t i n cost savings. 

STATUS: One monetary award has been given f o r an NPR 
suggestion. 
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COMP.IODITY F U T U R E S T R A D I N G 
C O M M I S S I O N 

Federal Fund i 

General and special funds: 

COMMODITY FUTURES TRADING COMMISSION 

For necessary expenses to carry out the provisions of the Commod­
ity Exchange Act, as amended (7 U.S.C. 1 et seq.), including the 
purchase and hire of passenger motor vehicles; the rental of space 
(to include multipli year leases) in the District of Columbia and 
elsewhere; and not lo exceed $25,000 for employment under 5 U.S.C. 
.T109; [$49,144,0001 $59,711,000, including not to exceed $1,000 for 
official reception and representation expenses; Provided, That the 
Commission is authorized to charge reasonable fees to attendees of 
Commission sponsored educational events and symposia to cover the 
Commission's costs of providing those events and symposia, and not­
withstanding 31 U.S.C. 3302, said fees shall be credited to this ac­
count, to be available without further appropriation. I f , prior to enact­
ment of this Act, legislation amending the Commodity Exchange Act 
to establish a fee system beginning in fiscal year 1996 for the purpose 
of funding the Commission is enacted, $59,711,000 from fees and 
annual charges received in fiscal year 1996 shall be credited to this 
appropriation as offsetting collections and be available until expended 

^^^pecessary expenses under this head: Provided further. That the 
^ ^ H | herein appropriated from the General Fund shall be reduced 
^^^Kuch fees are deposited to this appropriation so as to result in 
^^ifinal total fiscal year 1996 appropriation from the General Fund 

estimated at not more than $0. (Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies Appropriations Act, 
1995.) 

PfOKram and Financing (In thousands of dollars) 

idpniifitalion coat 95-M0O-O-1-376 1991 iclual 1995 Kl. 

ProEî m l)y icUvities: 
Direct ofojram 

00,01 Mailiet surveillance, analysis, and research 11,161 11026 
0',i,02 Enforcement 18,139 19,220 
00 03 Contract markets and registered futures associa­

tions, regulatory development ami registration 
and audit and review 15.495 16,187 

00.04 Proceedings 2.661 2.711 

00.91 lotal direct program 47.456 49.144 
01.01 Reimbursable program 42 48 

10.00 total obligations 47.498 49.192 

FInancint: 
25.00 Unobligated balance cipiring 29 

39.00 Budget authority (gross) 47.527 49.192 

Budget authority: 
Current: 

1U.00 Appropriation 47.485 49.144 
Permanent: 

'68.00 Spending authority Irom olfsetting collections 42 48 

Relation of obligition to outlays: 
"• no Total obligations 47.498 49.192 

Obligated balance, start of year: Unpaid obligations: 
Treasury balance 6,207 6,534 

Obligated balance, end ol year: Unpaid obligations: 
Treasury balance -6,534 -6,740 

77,00 Adjustments in expired accounts -332 , 

87 00 Outlays (grossi 46,839 48.986 

Adjustments to gross budget authority and outlays: 
88.00 Olfsetting collections from: Federal sources -42 -48 

89.00 Budget authority (net) 47,485 49.144 
90.00 Outlays (net) 46.797 48.938 
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48 

59.759 
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-8.050 

-48 

59.711 
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Sumnurr of Budget Auttiorlty and Outlays 
(in thouiandi ot dollan) 

Enacted/requested: 
Budget Authority 47.485 
Outlays <6."7 

Legislative proposal, not subject to PAYGO: 
Budget Auttiorlty 
Outlays •• 

Total: 
Budget Authority 47.485, 
Outlays <6.797 

;S95 est. 
49.144 
48.938 

49.144 
48.938 

1996 isl 
59711 
58.401 

-59.711 
-59.711 

-1.310 

The Commodity Futures Trading Commission (CFTC) ad-
ministfirs the Commodity Exchange Act of 1936, as amended. 
The purpose of the CFTC is to further the economic utility 
of the futures markets by encouraging their efTiciency, assur­
ing their integrity, and protecting participants against abu­
sive trade practices, fraud, and deceit. The object of commod­
ity futures, trading regulation is to enable the markets to 
better serve their designated functions of providing a price 
discovery mechanism and a means of offsetting price risk. 
By properly serving these functions, the futures markets serve 
the public interest by contributing toward better planning, 
more elTicient distribution and consimiption, and more eco­
nomical marketing. The commodity futures and options mar­
kets represent one of America's most innovative and competi­
tive contributions to Llie international financial services indus­
try. 

Authorizing legislation will be proposed to establish a trans­
action fee on commodity futures and option contracts traded 
on futures exchanges to cover the cost of the Commission's 
regulatory activities. The collection and use of this fee, once 
authorized, will be contingent on appropriation action. For 
1996, the fee would be set at 10 cents per round turn trans­
action and would penerate offsetting governmental collections 
of approximately $59 million. The authorizing legislation 
would in future years give appropriators the ability to adjust 
the fee in order to match the Commission's appropriated level. 
The enactment of such fee legislation would allow the Com­
mission, the nation's principal exchange-traded derivatives 
marketplace regulator, to overcome past budget restraints 
without harming the competitive position of U.S. futures ex­
changes. 

Market surveillance, analysis and research.—Responsibil­
ities under this program include daily surveillance of the mar­
ket activity of large individual traders and fundamental eco­
nomic market factors to insure orderly markets. Contract 
terms and conditions are reviewed to insure conformity with 
current cash marketing conditions and adequate deliverable 
supplies. This program also systematically investigates the 
functioning of markets and market users and develops better 
tools to assist in detecting and preventing price distortions. 

l394Ktuit IS95esl 1996 nt. 
Trader and broker reports analysed (thousands) 863 933 989 
Weekly surveillance sheets analyzed 2.877 2,900 3,100 
Economic review of futures contract rule changes completed ,. 81 82 83 
Economic review of new futures contracts completed 14 15 16 
Economic review of option rule changes completed 12 13 14 
New options contract reviews completed 14 15 16 

Enforcement.—The enforcement program is responsible for 
detecting, investigating, and litigating violations of the Act 
or regulations. These violations may include actual and at­
tempted market manipulations, cheating and defrauding cus-
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tomers, and abusive trading practices such as fictitious trad­
ing, wash trading, and pre-arranged trading. This program 
may seek remedies through the administrative process or by 
injunctive actions in the Federal Courts. 
Investigations: 1994 KM l9$Stii 1996 tsi 

Opened 54 58 80 
Closed 5' • 56 60 

Cases: 
Opened 44 43 • 53 
Closed 67 48 50 

Contract markets and registered futures associations, regu­
latory development and registration and audit and revieiv pro­
gram.—^This program is designed to protect customer funds, 
prevent and detect financial, sales practice and trading 
abuses, and to assure the financial integrity and fitness of 
firms holding customer funds. In this connection, this pro­
gram monitors compliance activities of the designated contract 
markets and the National Futures Association to assure such 
self-regulatory organizations are meeting statutory require­
ments, conducts audita and reviews of registrants to assess 
the quality of the self-regulatory organizations' compliance 
programs and to ensure compliance with statutory require­
ments, and reviews self-regulatory organizations' rules and 
nile changes. The program also develops regulations pursuant 
to statutory requirements and coordinates with other domestic 
and international regulators relative to cross border financial 
services affecting futures and options products. 

1994 Kluil 1995 III. 1996 nt. 

Oversight audits ol futures commission merchants 37 20 30 
Oversight audits of commodity pool operators 30 20 30 
Contract market rule reviews 1.152 1,200 1,290 
Contract market rule enforcement reviews completed 4 5 6 
Trade practice Investigations completed 90 95 110 
Self-Regulatory Organliation: Pinanclal rule enforcement re­

views 3 2 3 

Proceedings.— T̂he proceedings program provides a forum 
for resolution of customer complaints against persons or firms 
registered under the Commodity Exchange Act. 
Reparations: 1994 Ktmt !99Sest. 1996 ist. 

Received and docketed 191 250 300 
Dismissed 23 30 40 
Referred for hearing 174 175 200 
Pending 33 78 138 

' Object ClassHlcatlon (in thousands ot dollars) 

Idintificilion milt 95-1400-0-1-376 I9i« ' 

Direct obligations: 
Personnel compensation: 

11.1 Full-time permanent 27.088 
11,3 Otherttian full-time permanent 1,591 
11,5 Other personnel compensation 871 
11.8 Special personal services payments 29 

119 Total personnel compensation 29 579 
12.1 Civilian personnel benefits 5,924 
13 0 Benefits for former personnel 32 
210 Travel and transportation of persons 677 
22.0 Transportation of things 23 • 
23.2 Rental payments to others 5.652 
23.3 Communications, utilities, and miscellaneous 

charges 1,664 
24.0 Printing and reproduction 157 
25.1 Advisory and assistance services 25 
25.2 Other services 1 '03 
26 0 Supplies and materials 531 
310 Equipment 1.7S9 

99.0 Subtotal, direct obligations 47.456 
99.0 Reimbursable obligations 42 

99.9 Total obligations 47 498 

Personnel Summary 

1998 I I I . 

28.371 
1.192 
867 
37 

30.467 
6.265 
58 
742 
39 

6.742 

1.889 
234 
25 

1.635 
596 
452 

49.144 

49.192 

WenlilKition code 95-1400-0-1-376 ' 1994 icli:.:! 1995 t i l . I99e eU. 

Total compensable workyears: 
1001 Full-time equivalent employment 543 545 627 
1005 Full-time equivaleni of overtime and holiday hours 2 2 2 

COMMODITY FUTURES TRADING COMMISSION 

(Legislative proposal, not subject to PAYGO) 

Proiram and Financini (In tliousands of dollars) 

Idenlilication coOe 95-140(^-2-1-376 1994 iciual I99S eit. 1996 111. 

Financlni: 
39.00 Budget authority (gross) 

Budget authority: 
Current. 

40.00 Appropriation 
Permanent 

6800 Spending authority from offsetting collections 

Relation ol obligations to outlays: 
71.00 Total obligations 

87.00 Outlays (gmss) 

Adjustments to gross budget authority and outlays: 
88 40 Oltsetling'COllections from: Non-Federal sources 

89.00 Budget authority (net) 
90.00 Outlays (net) 

59711 

59.711 

-59711 

-59.711 
-59.711 

COMMUNITY DEVELOPMENT FINANCIAL 
INSTITUTIONS 

Federal Funds 

General and special funds: 

OFFICE OF INSPECTOR GENERAL 

For necessary expenses of the Office of Inspector Cteneral in carrying 
out the provisions of the Inspector General Act of 1978, as amended, 
$350,000. 

Proiram and Financlni (In tfiousands of dollars) 

34.114 
1.230 
990 
41 

36.375 
7.660 

60 
899 
40 

8.716 

2.004 
230 
25 

2.249 
705 
748 

59.711 
48 

59.759 

Idtniificilmn code 95-0701-0-1-451 

Program by icIivHIas: 
10.00 Total obligations 

Financing: 
40.00 Budget authority (appropriation) 

Relation ol obligations to ouUays: 
71.00 Total obligations 
74.40 Obligated balance, end of year Unpaid obligations: 

Treasury balance 

90 00 Outlays 

1994 aclual l99Seil. 1996 »t 

350 

350 

350 

-35 

315 

The Riegle Community Development anri Regulatory Im­
provement Act of 1994 estai)lished the Community Develop­
ment Financial Institutions Fund and provided for a Presi­
dentially-appointed, Senate-coiifirmed Inspector General. In­
spector General activities will include audits and investiga­
tions, and the prevention and detection of fraud, waste, and 
mismanagement. 

Object Classification (in thousands of dollars) 

Idtnlilicaliori tode 95-0701-0-1-451 

11.1 Personnel compensation: Full-time permanent . 
12.1 Civilian personnel benefits 
21.0 Travel and transportation of persons 

1994 aclual 1995 tst. 

245 
44 
20 
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APPALACHIAN REGIONAL COMMISSION 

DESCRIPTION: The Appalachian Regional Commission (ARC) was establisheid in 
1965 as a Fe(jeral partnership with 13 States in the Appalachian Region to provicJe for 
economic development of Appalachia. 

FY 1996 BUDGET PROPOSAL: The proposed $183M budget provides $90M for 
highway construction that will be distributed to the Department of Transportation. The 
ARC will distribute about $43M to 9 other Federal agencies to fund numerous 
community-based projects for basic infrastructure and human development programs. 
The ARC'S remaining $50M will cover other matching allocations with the States and 
administrative costs to support 11 FTE and 50% of the State and Federal staff costs 
($3.6M). 

AGENCY PROPOSAL: The ARC defends continued existence of the ARC to ensure 
regional problems are addressed, and pointed to their development of a strategic.plan 
scheduled for completion in July '95 as their reinvention effort. They also expressed 
interest in developing legislation to redefine ARC to include additional regions of the 
country and allow them to "graduate out" those ARC counties no longer requiring 
special attention. 

DECISION OPTIONS: 
A. No change; follow FY 1996 Budget recommendation. 
B. In coordination with the Department of Transportation, ensure the highway 

development plan has specific.priority goals scheduled to end commission's 
involvement at the soonest practical date. (Ending 50% of program.) 

C. Eliminate direct Federal involvement in the commission. Continue Federal 
support of States' regional, performance-based goals through existing 
appropriate agencies. 

ADVISORY GROUP RECOMMENDATION: 
C 
Recommend that the Federal role in the ARC be eliminated allowing the affected 
counties and States to set regional goals with continued Federal support through 
existing agencies. 

NPR's RATIONALE: The ARC has existed for 30 years without any stated targets or 
measures for successful completion. The need for a Federal control over basic needs 
of these communities is unnecessary and should be handled by the communities, 
counties, and States involved. 

STEERING COMMITTEE DECISION 

Develop legislation to allow graduation of counties using performance based measures 
and study roiling into performance based Rural Development Agency. 
EK check with Carol Rasco on concept. 

i:\phaseii\sateam\session5\recarc.(joc 
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Appalachian Regional Commission (ARC) NPR Option Paper 

I.; Background Information 

i f f i - ^ ^ Ai part of our evaluation, it is crucial to recognize that ARC is a unique true I^deral-
t i ^ ^^T^^ership. not a traditional Federal agency. With the e^epUo. of the Federâ  
5̂ r i . ; Co-Chairman's Office staff (II FTE), ARC employees are not Federal employeeŝ  bji 

f « - : £^ S S S o n staff whose'salaries are joint!)- paid by the Federal government {5G%) 
^ ' t^^T^lS^ber States (50%). ARC was established in 1965 to bong nearly 400 

a^un'es in Ts States in the Appalachian Region into the mainstream of the A n̂encan 
: econoni Appalachia in 1965 was characterized by acute economic stagnation due 

I I i;î |> - ̂  largely to its isolation. 

•S-lrf. :-'-\ 

Wirt: 

Tae Federal Co-chairman - appointed by the President and confirmed by the Senate --
has one-half of the votes on the Commission; and the 13 Governors have the other half. 
The 13 Go%'emors elect a States' Co-Cbainnan from their number. No policy can be set 
nor any money spent unless the Federal Co-chairman and a majority of the Governors ^ 
reach agreement. Thus, the ARC model represents neither dictation of policy from 
V/ashington nor the abdication of policy to the States. Rather, our statute requires 

I f : c6l]aboriition betv̂ -een the Federal andiState partners. ARCs authorizing legislation 
allows great flexibility in providing resources to comprehensively address economic j 
development problems across the Region. This recognizes that successful strategieŝ  for 
long-term self-sustaining economic development must be multifaceted and mtegratea. 

'\RCs proposed investments for FY 96 include programs for highway construction,; 
Qhs'sical development (e.g.. water, sewer, housing), business development (e g. enterprise 
development, telecommunications, export promotion, business networking), human _ 

~ development (e.g., education and training, child care, communit>' service, leadership and 
S i - civic iafrastnicture), and Local Development Districts (LDDs) and technical assistance., 
il:.H(y\-i • 'fhe I,DDs work with member governments and citizens to determme local needs and 

priorities. They provide competent support staff to member govemmente to plan, ; 
i:bitiate,Und implement projects at the grassroots level. 

This wide range of programs allows Governors and local officials to tailor Federal 
assistance to their individual needs. ARC funds are designed to be supplemental, not 
duplicaiive, of other Federal funds. ARC funds are typically the 'glue money ' that pulls 
totTethe'f private, local. State and other Federal funds, and provides technical ass-stancê  
for small local communities. ARC works closely with numerous Federal agencies who 

îdminister our fimds in combination with their funds, and State, local and private funds. 
All projects are proposed by the Governors under our partnership. I 

II. Aĝ hc> Programs and Functions and Evaluation 

QUI major functions are to serve as a forum for small local commtmities to address 
economic deveiopment problems on a regional basis, and to provide a mechanism for ; 
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Federal, Slate and local participation in regional economic development. Our programs 
^ CO be placed into two major categories: development highway and access road 
ccnstrucTior. and non-highway economic development programs. 

We havê  evaluated our current programs and functions relative to our m.ission̂  Our 
mandate is straight-fonvard: to address economic underdevelopment which is deeply-
^ ^ ^ ^ d e patterns of isolation, exploitation, outmigration. and commerce. 
Iv^ are specifically charged with developing regional solutions to perva,sive economic 
problem, which reach across State lines. Our goal i.> to equip the people and ; 
commurlties of Appalachia with the entrepreneurial skills and enterpnse development 

: ̂ ^ ^ ^ J ! i o create sel^.ustaining local economies. Hie ARC Governors have 
:e:;treme-flexibility in choosing Strategies that best address their particular development , 

• i i i jeds . 

: We have found that the functions and programs listed above are aU critical to ^^^ '^^ 
mission.: To put it simply, our regional approach to economic development works. J he 
b- t evidence of the success of our amctions and programs is rhe marked effect ARC has 
bad on economic development in our region. Study after study has shown that ARC 
investments in highways and non-highway programs have produced economic 
development in much of our region. Industries and businesses have grown along the 
highways, and communities and businesses not on the highways have benefited by their 
economic linkages to the growing corridor industries and businesses. A 1987 survey 
showed that between 1980 and 1986, 560,000 jobs were created in Appalachian counties 
v̂ îth a major highway compared witli 134,000 jobs created in counties without a major 
h'ghwaŷ  \ recent study funded by the National Science Foundation and conducted by , 
ptofessore ai West Virginia University found that the ARC counties grew 48 percent 

^ f;«5ter in; personal income and earnings, 5 percent faster in population, and 17 percent 
f.ister in: per capita income than siatistically identified "tvvin̂ ' counties outside of the 
Appalachian Region. We would be pleased lo supply NPR personnel w;th copies of 

; these and othtr studies. 
i: 

Although we have made remarkable progress, Central Appalachia remains severely 
distressed, where the poverty rate is 27 percent, rural per capita income is cnly two- ; 
thirds of the national average, and unemployment remains much higher than the national 
r-veragê  The Appalachian Region had been neglected for generations. It is extremely 
ciifficultito estimate when our job will be completed. The Developmen: Highway System, 
vi'hich is 69% completed, and 75% underway, could be completed by 2005. assuming 
continued FHWA funding under the Litermodal Surface Transportation Efficiency Act; 
cf 1991;(ISTEA), in addition to ARC funding. The highway system is critical tc 
{development of the remaining isolated parts cf the Region. 

Our program does provide special attention to severely distressed counties - we target: 
20% of̂ area deveiopment funds for these areas, in addition to providing an increased 
match (80%. rather than 50%) to encourage States to focus their allocation on these 

. 7» 
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areas The distressed counties account for 115 of our 399 counties in nine States. The 
four States with no distressed counties receive none of this targeted funding. Distressed • 
counties must have (1) per c-apita income no greater than txvo-thirds (67%) of the U.S. -• 
average; (2) three-vear unemployment at least 150% of the U.S. average; and, 3̂) : 
poverty rate whid/is at least 150% of the U.S. average; or (4) at least twice, the national 

-poverty rate plus one other above economic indicator. We also restrict fundmg to 
cbuntiesiWhich are competitive to U.S. economic averages. 

ill. Evaluation of Program Termination or Shifting 

' This section addresses several basic questions concerning continuation of ARC functions, 
and programs. 

mat would be the effect of ARC program termination? In the absence of ARC, we 
wbuld expect much further decline in the distressed areas of Appalachia. Tliese areas 
wbuld become a larger drain on the national economy than they are already. This dram 
iiidudê ĥigh transfer payments (welfare, food stamps, etc.), unemployment 
compensation, housing, education, lack of Federal tax revenues, depopulation, etc. The 
small communities which we place spedal efforts on would be particularly hard hit -̂

: without a regional forum, their oniy voice would be through their state and local -
i governments, which would likely not have the resources to address their problems. Wef 
also believe that the Cliaton Administration's emphasis on human and business resource 

; development and e>:pansion of opportunities for all Americans would not support leaving 
these small poor communities to "fend for themselves." 

Could the problems in Appalachia be solved by State cfTorts or providing block grants to 
the States? ARC is already a Federal-State partnership, with the States providing 50% 

; cl; the tests for administrative expenses of the Commission. The major advantage of 
ARC !S'the abilit}' to develop regional solutions to local communities' economic 
problems. It is far more efficient to have a regional structure to address economic; 

; development problems than to have each State address its problems individually. Our 
n̂ odel requires the States to work together. Providing block grants tc the States would; 
result iii the loss of this regional forum and local community voices. It would also not 
ihsure that Federal goals for economic development were met, or that resources were 
spent in the most distressed communities. 

: Is there a Federal role in developing the Appalachia region? We believe there is a 
Federal- responsibility' to see that all citizens benefit from the tremendous economic 
development that this country has had. Certainly, the Federal government would benefit 
from increased tax revenues and reduced transfer payments and deptopulation if the 
Appalachian Region fully participated in the U.S. economy. Therefore, the Federal 
government and the Appalachian communities benefit from Federal involvement. •• 

How do ARC customers feel about possible ARC elimination? We have received 
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HL-merous ietters of support from citizem in our coDimunities who view ARC as the.r 
o k hoS o e^ape poverty. We r.re strorgly-supported by numerous .State and local 
S i ^ - a w S ' ^ n d local groups. Our customers recognize that there are continued 

eCnate ARC .- largdy because we do not have a national consttueat̂ '. . 
ver trentire nation benefits when a depressed region can become econonuca ly 

" S e n t . Our strategic planning initiative, as discussed below, descnbes how ,ne 
= public is;:iiivoWed in ARCs self-assessment. 

U there a wav to restructure ARC so that its mission is accomplished better or aljess 
c o s T o L comprehensive strategic planning effort, which was initiated nearly a year 
comprehensively addresses ARCs mission. TOs effort is discussed m detail below. 

. -ill,"' 

|ii.pi......... - , 
^^W^^ '̂̂ '̂'for additional tasks. 

IV. ARC Reinvention Efforts Underway j | 

: si 

In addition to addressing current NPR study requirements, the Commission ,s currently 
conducting a comprehensive strategic planning process that was initiated mApnl 1994. 
The striteeic plan, which should be completed by July, 1995, will chart ARC s future 
course and will define the ftiU scope of managerial and front-line strategies needed to ; 
support excellence in ARC customer service. Our authorizing legislation foresaw the ; . , 
nted for constant re-direction of ARC programs to keep pace with change. Tlie Act also 
called fdr public partidpation in the realignment process and for the convemng ot . ::; :̂|̂  
reeionaJ forums to identify pressing needs and emerging issues. Tbis management : : ? J 
strategy: based on the prindple of participatory democracy, is the same process that has |^ 

•mm-^ ^ emerged over the past decade in many pubUc and private organizationŝ  Major tasfo m • :;|: 
^t^jgi^J our strategic planning initiative include (1) a socioeconomic review of the region; (2) ; 
t M M - ' area development program and policy review; (3) consultations with experts, scholars 

: : crantees. government officials and community groups to elicit information on internal , ̂ .u f 
<' operations, the effectiveness of the partnership, and policy direction; (4) field , : 

meetingiWforums with the public; and (5) intergovernmental relations study. ARC would : 
' b e pleased to invoK'e NPR personnel in this process and would welcome any suggestions --y^t 

i i : ; §^ V As part of our strategic planning initiative. ARC conducted a town meeting in Ironton, | | 
M '^t ^: : : Ohio on January 24th. This location was chosen to allow maximum participation of , %^ 
l l - ^ i • -̂ citizens from the neighboring Ohio, Kentudcy and West Virginia areas. This session ; | 
W"^-^ ^ ^ provided citizens the opportunity to discuss the area's needs in education, health caie» .. :; ; | 
p ' - j f - job development and to help plan ARCs fiiture programs. The session was attended by 
miMl- i; over 200 citizens and provided the Commission with valuable grassroots mfomiation. : ;| 

•' We are planning for two or three additional town meetings in other parts of our Region ; ;̂  
| | : f e V which will also allow multi-State partidpation. ARC will also be sponsoring seven or ; | 
St ' • eight focus group meetings which will include private sector interests (banks, utilities, , | 
W M - y industries), local public sector leadership, labor leaders, health providers and dients, - J; | 
Igjjj^^ : . .̂jjy ĵ̂ ĵ̂  community representatives, and community-based organizations. • r j 

;•«'!*';,;.;::•:••• • . . 1 • ••>'i 



- Ai.hou«h our strategic planning exercise is not completed, we are already mcorporadng 
i i t v t fedings into our processes, l or example, the Commission's PoiKy Development 
!l • Omt^fce^vWch includes representatives from four States) is developing revised ; 
V i S n S for ^.^ect submissLs. we are including benchmarking m our Py>n> : 

m m M ' ISdocl^m, Ld'we have formed inter-discipUnaiy work teams to address the nee J of̂  
t i l l f i ^ amission and our customers. Our FY 97 0MB budge, submission will reject the 

.y: 1 irê ulis of our strategic planning efforts. 

:̂ :l-!i?'- : : . . . . . r.M u;., v,,c cmnifî nnt flfivantaees over the traditional : 

•i_.. 

., .,..••) 
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v -̂..v. -il:: We feel stronalv that our full partnership has significant advantages ov. 
i ^ p y • F^er l pprĉ ach for providing assistance to local communities wjthm a region w îch 
i a « : - - ^ S S ^ ' .hSf^ problems. OurWess insures that State and local government interests 
I f t ; y . a e P ^ S since the projL are proposed by the Governors witn the n̂voKement 
'WMm:- - : -^I^ iS^ . Development Districts and the State and local government agencies. Our 

: p t c ^ s t L orotectTthe Federal interest by requiring that projects meet certaincntena 
^ipl^n V ^ portion of resources can be spent only in the most ^ - f - - ^ . - ! - ' 
^%yy'̂ '' \ • aoministrative: costs as a percent of program costs are extremely low - 1.62%. m I Y 
W m - y 1995. Counting the States' share, costs are only 2.25%. We are almost certain that 

^ other Federal agencies cannot match our low overhead costs. 

, J S 5 i i We recommend that the ARC model be applied to other regions 
" • sin.ctur l̂ economic distress, such as the Mississippi Delta and the U.S. border areas. 

We believe our model has distinct advantages over a traditional Federal agency tor; 
acldressing regional economic problems. It maximizes State and local government : 
partidpation. but does not leave all responsibility for dedsion-makmg to s ate and Ipca 

f p i i S ' ^ covenvrbents. Our approadi is also well-tested -- the history of providing block grants to : 
••States has not been one of uniform success. We have 30 years of expenence m ^ ; : -.-̂  

fiife3v;rpracticii^g the'new" federal̂ ^̂  

•'- nie Federal Co-Chairman=s Office is interested in developing legislation which would , 
mW-' ; ; redefine ARC to indude other regions of the country which exhibit long-term economic 
f SB:^ fi \ problems similar to the Appalachian Region, while at the same time "graduating oyt" 
llW^ i i ^ those counties of ARC which no longer require spedal attention. We expect that • _ . ,̂  

i i ^ iidditional costs for addressing these other areas would be mimmal compared lO our 11 : 
f?XV • . 95 appropriation. Such a change would require Congressional action, smce the . -
i^Mr^A^- rommission is prohibited by law from modifying its boundaries, or even proposing sudi 
l i p - i ; legislation. ITie Federal Co-Chairman s Office would be pleased to discuss this proposal 
W-^-\ •' ' Ninth NPR, OMB and other Administration offidals. 

mM^-m ^' ^ '- -
mm--' • -' •• 
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ABSTRACT: The Appalachian Regional Commission (ARC) was formed in 1965 to promote the 
region's economic devdopment and "to devdop comprehensive and coordinated plans and 
establish planning priorities for the region." For more than a quarter century, it has been a uriique 
federal-state-local planning eflFort. Although it occupies a secure place in American reponal 
planning history, its continued existence has been far less secure. From the beginning, its 
strategies and priorities were criticized widdy on numerous, diverse grounds. Every year from 
1981 through 1988, the Reagan administration attempted to dose it. With the recent silver 
anniversary of the ARC came new books and articles that record its history and achievements. 
Missing in all this time, however, has been a careful empirical analysis of the extent to which the 
ARC has succeeded in stimulating the Appalachian economy. This paper presents such a study. 
Using new quasi-experimental control group methods developed by the authors, it measures the 
effects of ARC programs on the 397 counties within the region. The major finding is that 
Appalachia grew significantly faster than its control group in income, earnings, population, and 
per capita income. This result holds for all subrê ons, including Central Appalachia. 

ACKNOWLEDGMENT: This research was partially supported by National Science Foundation 
Grant 87-13817 in Geography and Regional Sdence. David Sorenson provided research 
assistance in computer programming and data base management. Views expressed here may not 
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The Economic Effects of the Appalachian Regional Commission: 

An Empirical Assessment of 27 Years of Regional Development Policy 

INTRODUCTION 

Appalachia is a region ̂ art - geographically and statistically. It is a mountain land 
boldly upthrust between the prosperous Eastern seaboard and the industrial Middle 
West - a highland region which sweeps diagonally across 10 states from northern 

Pennsylvania to northern Alabama. Its ridges and twisted spurs and valleys measure to 
165,000 miles - an area 10 times the size of Switzeriand. 

Appalachia has naUiral advantages which might nomially have been the basis for a 
thriving industrial and commercial complex. Below its surface lie some of the Nation's 
richest mineral deposits including the seams which have provided almost two-thirds of 

the Nation's coal supply. ... More than three-fifths of the land is forested. Its 
mounUins offer some of the most beautiful landscapes in eastern America, readily 

lending themselves to tourism and recreation. 

Yet this natural endowment has benefited too few of the 15.3 million people of 
Appalachia. 

(President's Appalachian Regional Commission 1964, p. xv-xviii) 

With these words, the President's Appalachian Regional Commission (PARC) began its 
report to President Johnson. A year earlier President Kennedy had charged the Committee "to 
prepare a comprehensive action program for the economic development of the Appalachian 
region." Responding to the report, Congress passed the Appalachian Regional Development Act 
of 1965. Thus was bom the Appalachian Regional Commission (ARC), a planning effort that 
now ranks with the Tennessee Valley Authority as one of America's only two sustained regional 
development programs. 

; Concluding that "regionwide development is feasible, desu^ble, and urgentiy needed," 
Congress passed the Act "to provide public works and economic development programs and the 
planning and coordination needed to assist in development of the Appalachian region." The 
political process defmed the region. The Act names twelve states, although the President's 

! Commission had recommended only ten. New York was added to the legislation "at the 
j insistence of Senator Robert Kennedy" and South Carolina "as the result of local pressure on the 
! state's congressional representatives" (Widner 1990, p. 293). In 1967 twenty counties in 

Mississippi joined. The boundaries did not change again until Congress added an Ohio county in 
1990 and a Mississippi county the next year. Altogether official Appalachia now contains 399 
counties in 13 states - all of West Virginia and parts of the other twelve. The region's 1991 

i population is 21 million, to which Pennsylvania contributes 6 million, Alabama 3 million, and 
' Georgia, Tennessee, and West Virginia roughly 2 million each. The region's area exceeds 
£ California and West Virgmia combined. 

Official Appalachia is heterogeneous. Coal fields run down the center of the region, but 
the majority of counties are not coal producers. ARC first divided Appalachia into four 
subregions (ARC 1969) but later settled on three (ARC 1975). Northern Appalachia stretches 
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from New York through most of West Virginia and is the most populated and urbanized portion. 
Central Appalachia includes portions of Kentucky, Tennessee, and West Virginia and is the 
smallest, poorest, and least populous. Southern Appalachia extends from Virginia to Mississippi. 
Each subregion was a textbook lagging area for different reasons. At the risk of simplifying, 
Northern Appalachia was an old rustbelt, heavy manufacturing area. Central Appalachia a 
mountainous, isolated coal area, and Southern Appalachia an exhausted agricultural area. 

The official boundary shows some unevenness with respect to metropolitan areas. 
Appalachia has often been described as the backyard of several cities. The official boundary 
excludes Cleveland, Columbus, Cincinnati, Lexington, Nashville, Atianta, and Charlotte but 
includes Pittsburgh, Scranton, Binghamton, Greenville (South Carolina), Knoxville, 
Birmingham, and Huntsville. The case of Roanoke, Virginia, illustrates again the political nature 
of the boundaries. Local political leaders objected to being characterized as Appalachian and 
fought successfully to be left out of the original Act; when Roanoke later petitioned to be added, 
the request was denied (Bradshaw 1992). 

The political history of the ARC is told in numerous books and ARC documents (e.g., 
Bradshaw 1992; Hansen, Higgins, and Savoie 1990; ARC 1985; Derthick 1974; Newman 1972; 
Cumberiand 1971; Rothblatt 1971; Hansen 1970). Bradshaw (1992) provides the most complete 
and up-to-date political analysis. A major part of that story is the continuing struggle for 
instimtional survival. The initial Act terminated the ARC in 1971. The first real threat came 
with the election of President Nixon, who ultimately supported the ARC. President Reagan 
attempted to close the ARC each year of his presidency, but the ARC survived. It has done so 
because of its combination of federal, state, and local advocates. Some quotations illustrate the 
point: 

1 assure the members of the subcommittee that I will devote my full energies to the 
continuation of the program, which has brought so many benefits to our state and our 
region. (Senator Jennings Randolph of West Virginia; quoted by Bradshaw 1992, p. 
107) 

The nation owes the Commission and all of Appalachia a debt of gratitude for serving as 
a national laboratory to test an important innovation in federal, state, and local 
relationships which could prove to be a significant breakthrough in solving many of the 
problems we all encounter in making federal assistance programs more effective. 
(Harper 1970, p. 14; a Nixon advisor) 

The fact is that the ARC structure does a better job of new federalism than almost any 
structure I know about. There's a maximum of local decision-making, and the end result 
over 15 years has been effective use of scarce tax dollars. (Governor Lamar Alexander 
of Tennessee; quoted in ARC 1985, p. 103) 

1 believe that the Appalachian Regional Development Program really works! To my 
mind, the only other federally funded program that rivals it in effectiveness and 
acceptance is the general revenue-sharing program. (Mayor Roy Trantham of Asheville; 
quoted in ARC 1985, p. 102) 

There is a sense of well-being in the area that has not been here before—it is not the 
same sense of desperation. (Tom Gish, editor of Mountain Eagle, Kentucky in ARC 
1985,p.103) 
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It is a lot easier to get health professionals to settle in Knott County, now that, with the 
Mountain Parkway, Uxington is only three hours away. (Dr. Maureen Flamiery; quoted 
in ARC 1985, p. 103) 
The level of federal appropriations to the regional program in recent years has barely 
been high enough to sustain a placebo, yet the localities call for its continuation because 
h gives them direct access to national and state forums in which problems can be 
addressed collectively. (Widner 1990, p. 312; former ARC executive director) 
Many laud the ARC as a model for creative federalism. For instance, John Cumberiand 

(\91\ V 102) concluded, "Among the greatest achievements of the Appalachia program are the 
imiovLtions m federal-state-local plamiing for regional development." The ARC brings together 
federal stature and dollars, state governors, and local devdopment distncts. It supplies federal 
fimds in coordination with state priorities, h helps to build local capacity, and it provides a forum 
for articulating state and local preferences on the national levd. Bradshaw (1992), Hansen 
(1990), and Widner (1990) all argue that it can serve as a model for other programs. 

This paper does not evaluate the ARC as a political mnovation. Its main purpose is to 
determine statistically whether there is any evidence that the ARC programs have succeeded m 
spurring the economic developmem of the region. Has the ARC been meetmg its Congressional 
niandate, or is it merely a political boondoggle as some critics charge? The paper has two mam 
components. The first reviews the ARC development strategy and criticisms of that strategy. 
The second presents the method and empirical results of the evaluation study. 
THE ARC ECONOMIC DEVELOPMENT STRATEGY 

The Appalachian Regional Commission took a comprehensive approach toward regional 
development The 1965 Act appropriated ftmds for highways, hospitals and treatment centers, 
land conservation and stabilization, mineland restoration, flood control and water resource 
managemem, vocational education facilities, and sewage treamient works. The basic strategy 
combined three notions, physical infrastrucmre, social programs, and regional coordination (or 
cemem, people, and politics). First, dting the experience of underdevdoped countnes, the 
PARC report argued that "investment in basic public facilities would have to be undertaken 
•before economic devdopment could occur (p. 26)." Second, noting that "the umnet needs of the 
people in Appalachia are primary - food, dothing, medical care, housing, basic education, skills, 
jobs hope, dignity," it concluded that "programs must also be initiated which are focused more 
directiy upon the people themselves (p. 48)." Third, h argued that "progress can only be realized 
through the coordinated effort of a regional devdopment organization, working with State and 
local developmem units, with research and demonstration centers, and with multiple State and 
Federal agendes (p. 32)." Hence was bom the unique approach to federalism that connected 
federal programs via state governors to local development districts. 

Two aspects of the ARC strategy, the emphasis on highways and the use of growth center 
theory, proved particularly interesting to regional scientists. 

Appalachian Highways 
The issue of access was crucial. The PARC report is clear on that point: 
Developmental activity in Appalachia cannot proceed until the regional isolation has 
been overcome. Its cities and towns, its areas of nattiral wealth and its areas of 
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recreation and industrial potential must be penetrated by a transportation network which 
• . • - - I * ' _ j h e provides access to and from the rest of the nation and within the region itself 

remoteness and isolation of the region, lying directly adjacent to the greatest 
concentrations of people and wealth in the country, is the very basis of the Appalachian 
lag. Its penetration by an adequate transportation network is the first requisite of its full 
participation in industrial America. (PARC 1964,32) 

The 1965 Ad earmarked more than 85 percent of the appropriated fimds for highways. It 
authorized an Appalachian Devdopment Highway System of up to 2.350 miles to open "areas 
with a devdopmental potential where commerce and communication have been inhibited by lack 
of adequate access." 

Highways remain a large part of the ARC agenda. The authorized mileage has increased 
to 3 025 ARC (1992) reported that 2,106 miles were completed and 111 miles were under 
construction and that in FY 1992 $173 million was spent on highways and $191 million on other 
ARC projects Among the latter, the largest amounts were spent on commumty development, 
education energy and tnXcrpnst development, research and technical assistance, and local 
developmem district planning and administration. The ARC cominues to provide the dominant 
share of the highway fimds (68 percent) and a smaller share of the others (29 percent). 
Cumulatively to 1992, counting state, local. ARC, and other federal fimds, $14 billion had been 
spent, $8 billion for highways and $6 billion for other projects (ARC 1992). 

ARC saw no dichotomy between infrastructtire and social programs. It stated that "the 
primary goal of the regional devdopmem program is to provide every person in Appalachia with 
the health and skills he needs to compete for opportunities wherever he chooses to live (ARC 
1968, p. 9)." Widner (1971, p. 19) has doquently defended the highway investment as a cnicial 
part of those health and education programs: 

If children cannot get to school for lack of decent transportation, if a pregnant mother 
cannot get to a hospital for lack of a decent road, if a breadwinner cannot get to a job 
because the job 30 miles away cannot be reached in a reasonable time, then is such an 
investment an investment in people or an investment in concrete? 

In short, the highways have a dual role, both stated m the 1965 Act. They were to open areas 
with a developmental potential, and they were to improve local access to recreational, 
commercial, industrial, educational, and other facilities. 

Growth Centers 
The growth center strategy evolved in stages. First, the PARC report noted the linkage 

between urban centers and their hinteriand. The Commission had debated "whether to 
concentrate its efforts on the hard core of Appalachian distress - the largely niral intenor country 
of marginal farms, coal, and timber - or devote its attention to the entire region (p. xviii)." It 
concluded that: 

Economic growth has lagged throughout the region. Futtu-e growth in all of the 
Appalachian subregions must be interdependent. Prosperity in the urban centers cannot 
reach desired levels unless the hinterlands also prosper. Solutions must be devised to 
assist both. (p. xviii) 
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Second, the Act called for concenfration of programs in certain areas: 

The public investments made in this region under this Act shall be concentrated in areas 
where there is a significant potential for fiittire growth, and where the expected rettim on 
public dollars will be the greatest. 

Third the ARC made that requirement the basis for designating both growth cemers in which 
investments would be made and "certain niral, isolated areas which would not qualify for 
investments (ARC 1985, p. 28)." The ARC process began with a consultant's report identifying 
potential growth centers (Litton Industries 1965) and culminated with the states identifymg 125 
growth centers (ARC 1968). 

Early on ARC (1968, p. 12) defined the growth centers more in terms of central place 
theory and services to people than in terms of propulsive industries and integrated technologies: 

By a grov̂ lh center or centers is meant a complex consisting of one or more communities 
or places which, uken together, provide or are likely to provide, a range of culuiral, 
social employment, trade, and service fiinctions for itself and its associated niral 
hinterland. ... [It should] be readily identifiable as the logical location for many 
specialized services to people in the surrounding hinterland. 

In the hinteriand, investments would be primarily in health and education "where such services 
and facilities must be close to those they are designed to serve" so that "the labor force of the 
hinteriand can be upgraded to more effectively participate in the growth opportumties occumng 
in the growth area of the district (p. 13)." 

Several papers by Ralph Widner, executive director of ARC from 1965 to 1971, hdp in 
understanding the evolution and eventtial demise of ARCs use of the growth center concept. 
Widner (1990) described its key early role: 

Joseph Califano, representing President Johnson's White House in negotiations over the 
legislation took a dim view of what he thought might just amount to a federal handout 
program. To deflect that concern John L. Sweeney, PARC's executive director, seized 
upon the notion of growth centers from the literattire of regional economics. He 
convinced Califano that the new program would not be a handout, but a ngorously 
managed inhiative in which investments would be placed very carefully to achieve the 
greatest possible benefit, (p. 296) 

Three years into the program. Widner (1968) reported that "by determimng the probable 
employmem and service centers of each of the 60 planning and devdopmem distncts in 

i Appalachia, h has been possible to place public facilities and services so that they will have the 
greatest impact on the area as a whole." Furthennore, over the first three years of the program 
"only 4 9 percent of the dollars for non-highway investments were located outside of areas of 
significant potential for fiiture growth." YeU three years later Widner (1971) failed to mention 
growth centers at all. 

I Clues to this deemphasis are found in Widner (1990). After repeating a PARC 
characterization of the Appalachian settlement pattern ("dense but narrow ribbons of bleak 
habitation wind along the valley roads and up the tributary hollows, threading among the wooded 
hills"), Widner pointed out that Central Appalachia has market towns and service centers of 
5.000 to 7.000 people serving rural areas of 250.000 or more. This hinteriand provided 
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"sufficient critical mass to support urban-type services even though the towns in or near areas in 
which the services might be located hardly met the regional economists' fraditional concept of a 
erowth center" In time, he explained, "it was the logic of projects and services themselves that 
came to dictate appropriate locations rather than designations of areas with supposed potenUal 
for growth" and the "local and state plans became far less preoccupied with artificially mapping 
areas of growth (p. 296)." 

The twentieth anniversary assessment by ARC (1985) candidly described what happened 
when growth center theory encountered the political process: 

The political pressure on elected officials at all levels from communities denied fimds 
because they were not growth centers were fonnidable. ("I don't know exactly what a 
growth center is," said one politically asttite public official, "but 1 know there is at least 
one in each congressional district.") There were some definitions of growth centers 
which disqualified major subregions in Appalachia - particularly Central Appalachia 
where the problems were most severe. Ultimately, however, negotiations among the 
different forces involved in the ARC process brought about pragmatic decisions 
balancing economic and political factors: while public facility investments would be 
limited to [growth] centers, health and other human services should be extended to 
people where they live. In addition there has been a combined attempt by ARC states to 
find development opportunities in even the more rural, isolated parts of the Region. As a 
result, ARC investments have never been concentrated as completely on growth 
oppominities as purists would have it. (p. 28) 

Politics within die local development districts similarly led to a spread of fimds among local 
jurisdictions. Local development staff characterized the growth center concept as irrdevant, 
inappropriate, and inapplicable (Bradshaw 1992, p. 82). 

The advent of a distressed county program eroded any remaining emphasis on growth 
centers In 1983 ARC received authorization to provide "special fiinds" to 60 of the most 
distressed counties. The program provides drinking water and waste disposal facilities plus 
human resource programs including literacy training (ARC 1992). ARC proved as unable to 
limit die counties in that program as it had been to focus on growth centers. By 1992 the number 
of participating counties had ahnost doubled, reachmg 117. 

CRITICISMS 
From its beginning, the Appalachian Regional Commission attracted a diverse following 

of critics, including prominent regional sciemists. As might be expected, the regional scientists 
• focused on the highways, growth centers, and migration. Niles Hansen (1966) questioned the 

key assumptions of the 1965 Act that (1) the Appalachian economy could be transformed on the 
[ basis of its existing resource-based industries, (2) improved access would lead to the attraction of 

new industry in the absence of the external economies that the region could not provide, and (3) 
economic overhead capital (highways) should receive more emphasis and fiinding than social 

i overhead capital (education and health programs). Later Hansen (1970, p. 76) argued that the 
! bias toward public works reflected a political preference for investments that "cannot be moved 

to other regions as can investments embodied in human beings." John Friedmann (1966, p. 472) 
pointed out that "whenever the sittiation suggests that bringing people closer to their jobs is more 
efficient than a contrary strategy, migration should be activdy encouraged." John Munro (1969) 
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critidzed the highway planmng and route selection process, arguing that economic 
considerations had been sacrificed to political ones. John Cumberiand (1971, p. 93) argued that 
"most of the costiy, interstate roads constnicted in Appalachia will primarily benefit those areas 
outside Appalachia, which are provided more efficient and rapid systems for passmg through 

i Appalachia without necessarily remaining to spend money in the region" and questioned 
! "whether the major portion of a regional devdopment program should be devoted to roads. On 
1 the other hand, Howard Gauthier (1973. p. 106). notmg construction delays and the deferral of 

several sections of the system, expressed concern that "rather than constrtictmg a regional 
• highway network, the commission is obtaining an end product that is a patchwork of isolated 

highway segments which provide no basis for coordinated development." The apparem 
emphasis on improving local accessibility and easing local traffic congestion, he argued 
contradicts the original objective of highways as "instniments for regional economic and social 
developmem." Raismg other issues. William Miemyk (1967. p. 42) contended that the ARC 
programs would be inadequate "unless or until political and social mertiam the region are 
overcome," and Robert Britt (1971) noted that "the program contains little which gets to the basic 
problems of one of the region's important resources - coal." 

A remarkable document, Hansen (1969). best shows the relationship between regional 
science thought and early ARC programs. It is a numeographed report with a 100-page 
assessmem of die ARC programs by Hansen and 48 pages of commentaries on that assessment 
by John Cumberiand, Hugh Knox, William Miemyk, John Munro, Monroe Newman, Michael 
Piore, Donald Rothblatt, Robert Saunders, Ralph Widner, and others. The report even mc udes a 
letter by Widner to the editors of Land Economics, in which he sharply cnticizes Munro (1969), 
and a response by Munro. 

Otiier groups raised more ftindamental issues than those in the regional science literattire. 
A recent Reader's Digest article characterized the ARC programs as a pork-barrel giveaway 
whose $62 billion in expendittires "have not created significant, long-term employment (Van 
Atta 1993 p 56)" It charged that the $26 million spent on the New River Gorge Bridge ( the 
worid's longest arch sted-span bridge") has "not created any jobs for impoverished citizens of the 
coal counties fiorther southwest," that poor counties have received the least ARC support, wlule 
wealthy counties continue to benefit (Huntsville receiving $1.5 million for its U.S. Space and 
Rocket Center tourist attraction and its airport), that the tourism projects mclude many "sure 
flops" and that vocational education provides training for jobs that do not exist m Appalachia 
and, thus, forces people to leave the region. The main thrust of the article is that "the longest 
gravy train in history" serves politicians more than the people of the region. 

The Appalachian Sttidies literattire, largely coming from within Appalachia, also argues 
I that the programs have not benefited the Appalachian people. The Appalachian Sttidies response 
; to the ARC focuses on the central role and history in the region of coal minmg, external 
[ ownership, local politics, environmental degradation, and misguided, naive, self-mterested, or 
I malevolent outsiders. The PARC report touched on the subject of external ownership: 

I Much of the wealth produced by coal and timber was seldom seen locally. It went 
downstream with the great hardwood logs; it rode out on rails with the coal cars; it was 
mailed between distant cities as royalty checks from nonresident operators to holding 
companies who had bought rights to the land for 50 cents or a dollar an acre. Even the 
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wages of miners rettimed to faraway stockholders via company houses and company 

stores. 
i Emphasizing external confrol of land, resources, and politics as the root of the 
j Appalachian problem, "grassroots" groups concluded that the ARC diagnosis, programs, and 

organizational structtire were all wide of the mark and ignored the source of the region's 
problems. A counter-proposal for a "People's ARC" illustrates the diagnosis. It called for 

5 immediate action: 
• to tax all private coal and resource extraction and absentee-owned production profit, to 

assure that necessary services and economic security are available for all in the 
Appalachian heartland and that a decent living income maintenance is guaranteed for all. 
Total community control of the general environment (against strip mining, industrial air 
and water pollution), and worker control of the workplace environment (to prevent black 
lung, chemical toxic synergisms, nuclear radiation, and managerial speedups) must be 
guaranteed with strong regional standards and enforcement assistance. A keystone 
would be an enabling ARC framework for "Public Energy Utility Districts" that generate 
public revenues from local, publicly-owned (one person, one vote) economic energy 
development, based on nattiral resources - hydroelectric, mine-mouth, nuclear, and other 
forms - to be newly developed and recaptured. (Burlage (1972, p. 257) 

A more prominent proposal was mspired by the successes of the early Tennessee Valley 
Authority and called for the formation of a Southern Mountain Authority (Caudill 1962). 

Whisnant (1980. p. xxi) made probably the dearest statement of the Appalachian Smdies 
critique of the ARC approach: 

The main Appalachian development agency since the mid-1960s has been ARC, a nearly 
unmitigated disaster in every respect. ARC is conventional, business-oriented, status 
quo, pork-barrel politics masquerading as creative federalism. Prohibited by its 
legislative charter from addressing the critical problem of nattiral resource development, 
ARC settled for a growth-center, trickle down, infrastructtire approach. In practice this 
amounted to building roads and vocational schools to serve business and industry; hiring 
consultants to rationalize the importation of fugitive apparel plants; paying doctors to 
create themselves new hospitals; encouraging socially and culturally destructive, 
economically marginal tourist development; and cavalierly advising people in its 
administratively created hinterlands to move to town if they wanted jobs or services - or 

• out of the region if they didn't like it. 

i The root confusion, Whisnant argued, lay in the PARC report's "mistaken assumption that 
^ Appalachia had problems because it was not integrated into the larger economy, when in fact its 
5 problems derived primarily (as early drafts acknowledged) from its integration into the national 
[ economy for a narrow set of purposes: the extraction of low-cost raw materials, power, and labor, 
I and the provision of a profitable market for consumer goods and services (p. 129)." He 
k questioned many of the ARCs premises in terms of theu effect on the Appalachian people. 
\ arguing, for example, that the vocational education program "is a double disservice to the 
^ region's people: It locks them into the fickle job-demand system of the marginal industries and 

deprives them of the analytical skills needed to press for long-term reconstruction of the region 
(p. 158)." 

Others argued along similar lines. John Gaventa (1980) approvingly quotes the Courier 
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Journal- the ARC has evaded "the whole question of economic colonialism - perhaps most 
serious since absentee ownership and confrol of Cenfral Appalachia's one-industty coal economy 
is the tap root of the area's problems (p. 163)." More broadly, Gaventa concluded, there has 
been a shift in concern from poverty, remedied through fiill participation of the poor, to 
devdopment, achieved through planning by a professional dite." Furthennore. the plamiers 
worked with the local development district officials, whom ARC recogmzed as elected 
representatives of the people but whom their opponents saw as a business-dommated local elite 
that controlled the dectoral process (Clavd 1983). Hence. Bingham (1983) argues that the ARC 
fimds "were too limited to overcome the massive deficiendes of the region" and were spem not 
really to alleviate the problem of poverty here, but rather for the benefit of the business concerns 
milking the region's human and physical resources." 
THE CONTROL GROUP METHOD 

Essays critical of the ARCs approach to economic development are far more common in 
the literature than attempts to measure the program's economic effects. The evaluation sttidies 
are of three types: interviews, on-site observation, and comparative statistics. Most of the 
evaluation sttidies have been undertaken by ARC itsdf and are found in its amiual reports or its 
magazine Appalachia. The interviews with local officials and residents have produced smcere 
and enthusiastic testimonials to the success of the ARC programs, for instance. "There's no way 
anyone could look at tiiese roads and think they did anything but improve the quality of life 
(ARC 198'' p 17)" The on-site observations have ranged from driving trips that yielded 
conclusion's such as "new homes have replaced the shacks and shanties that lined the road a 
quarter centtuy ago (Widner 1990. p. 309)" to statistics collected by local development distncts 
such as a smdy that revealed 801 new manufacttiring plants located within 30 miles of the 
Appalachian highways (ARC 1982). Those plants, each with 50 or more employees, provided 
182 600 jobs in 1981; the ARC concluded after estimating the number of jobs m smaller 
maiJufacmring plants plus the resultant multiplier effects that 430,000 new jobs had been created 
along or near the Appalachian corridors. The comparative statistics typically use one or more ot 
the indicators found in the original PARC report and produce conclusions such as Appalachia has 
moved from 79.6 percent of U.S per capita income in 1969 to 83.0 percem m 1991. 

The interviews, on-site observations, and comparative statistics, explicitly or implicitiy, 
compare conditions before and after the ARC programs. For these sttidies to be valid as 
evaluations of the effects of the programs, there must be at least reasonable convictton that the 
changes would not have occurred without the programs. Take houses now. shacks before, as the 
example. That statemem can stand as evidence that conditions have improved in Appalachia. 
Houses are better than shacks. Now to the key evaluation question, did the ARC programs lead 
to those changes? Similarly, did the ARC programs cause the 801 new plants to locate in the 
region? The problem with the before and after design is that processes other than the ARC 
programs were causing new houses and new factories to be built in Appalachia and throughout 
the nation. How many of those houses or factories would have been built without the ARC 
programs? The answer is not zero, so all the new houses and factories cannot be credited to the 
ARC programs. 

A policy evaluation study must go one step beyond the comparison of before and after. 
That comparison provides data on the acttial change. The necessary next step is to compare the 
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acttial change with the change that would have occurred without the ARC programs. The latter 
is the counter-factual, a hypothetical scenario that is a reasonable representation of what would 
have happened in Appalachia without the ARC. 

The research presented in this paper is a marked departure from all previous efforts to 
assess Appalachian change. It constructs a counter-facttial using a contt-ol group of counties 
outside Appalachia that are similar to the Appalachian counties. By matching the Appalachian 
counties to others with similar economic sttucttires, growth patterns, and so on, the analysis 
controls for macroeconomic events, indusfrial restructtiring, and other extemal factors in a way 
that a comparison to national indicators cannot do. The evaluation question becomes how did 
the Appalachia counties change compared to other lagging places that did not receive comparable 
federal attention? 

This contt-ol group method rests on two major premises. The first is that there are 
counties outside Appalachia which are sunilar to the Appalachian counties. The second is that 
die growth and devdopment of those counties can serve as the counter-facttial for what would 
have happened in Appalachia had there been no ARC programs. Those premises at first glance 
might seem dubious. After all. ARC came into bemg and remains a singular organization 
arguably because Appalachia is unique within the United States. Yet, since most statistical 
evaluations of ARC simply compare Appalachian growth and development to national averages, 
the two premises can be restated in an uncontt-oversial fashion. A group of U.S. counties can be 
identified that is more like the Appalachian counties than is the U.S. as a whole and, 
consequently, that contt-ol group is a better yardstick for evaluating Appalachian development. 

Selecting the Comparison Counties 
Matching each county in Appalachia to its nearest twin outside Appalachia entails several 

steps and methodological decisions. First, the analyst must select the variables to measure 
similarit)'. Variables that reflect die programmatic concerns of the Appalachian redevelopment 
program, namely, spatial isolation, economic stt-ucttire, poverty, and stagnation, are a reasonable 
choice for tiiis research. The variables used here are listed in Table 1. In addition, to guarantee a 
degree of spatial independence (Isserman and Merrifidd 1987; Issennan and Beaumont 1989) 
only counties whose population centt-oids are more than 60 miles from Appalachia are eligible to 
be matched. The matches are based on 1959 conditions and 1950-59 growth. Thus, similarity is 
measured several years before the beginning of the ARC programs. Second, the analyst must 
select a metric that combines the variables and identifies the nearest twin. The choice of mettic 
is, in essence, the choice of the weight to assign each variable. The Mahalanobis metric used 
here has several desirable features. It creates a single summary index, it gives added weight to 
variables which have less variation in the data, and h measures sunilarity as a continuous 
variable. Third, the analyst must decide how to resolve matching conflicts. If a county is the 
nearest twin for two or more Appalachian counties, to which one should it be assigned? The 
procedure used here is called optimal matching (Rosenbaum 1989). It assigns matches so that 
the entire group of twins is as much like the entke group of Appalachian counties as possible. In 
other words, the sum of the Mahalanobis scores is minimized. 

Figure 1 shows the location of the Appalachian counties and their twins. The latter 
virtually encircle Appalachia but range as far as Minnesota, Oklahoma, and eastern Texas. None 



Table 1. Variables and metric used to match counties. 

Spatial Structure 
Population density, 1959 
Distance from a city of 25,000,1960 
Distance from a city of 100,000.1960 
Distance from a city of 250.000.1960 
Presence of an interstate highway, 1987 
Population within 60 miles, 1960 
Population 60 to 500 miles, 1960 
Residential adjusttnent (income %). 1959 
Population size (logaritiun), 1959 

income 
Per capita income. 1959 
Dividends, interest, rent (income %), 1959 

Transfer income (mcome %), 1959 

Economic Structure 
Farming (mcome % } , 1959 
Manufacturing (income %), 1959 
Retail trade (income %), 1959 
Federal civilian (income %), 1959 
Federal military (income %), 1959 
State and local (income %), 1959 
Other sectors (income %), 1959 

Previous Growth 
Population growth rate, 1950-59 
Income growth rate, 1950-59 

Spatial Independence Requirement 
Matched county must be > 60 miles from Appalachia. 

Mahalanobis Distance Metric 

d (XA, XC) = (XA - Xc)"^ (XA - Xc), 
where X is the vector of selection variables. 

A is the Appalachian county. 
C is a possible contt-ol county. 
d is the distance between the two vectors, and 
X is the variance-covariance matrix of possible control counties. 
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4 Appalachian Counties 

Matched Counties 

Figure 1. The Appalachian counties and their twins, 1959 matches. 
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are found in the West, probably because Appalachian and Western isolation are very differem. 
Great distances separate places in the West, but Appalachian counties averaged only 68 miles 
from a city of 100.000 or more in 1960. Table 2 fists the twins of Appalachian counties m 
selected metropolitan areas likdy to be known to readers. In a way, the table is a set of recipes. 
The twin in 1959 for the Greater Pittsburgh area consists of a combination of Buffalo, Gary. 
Readmg Boston, and St. Louis counties. Likewise, the Huntsville metropolitan area is a 
combination of Raleigh-Durham-Chapel Hill and Dayton. The entire list of 390 matches is 
available upon request from the authors. (Seven Appalachian counties were not matched because 
of suppressed data.) 
Evaluating the Control Group 

The infonnation in Table 2 and Figure 1 suggests that the matched counties are a 
reasonable control group for the Appalachian counties, but a more rigorous staUsttcal evaluation 
is possible Recall tiiat what happens to the control group is to be the counter-facttial for what 
would have happened in Appalachia had there been no ARC programs. The ability of the control 
group to serve as that proxy can be tested direcUy. If the control group is to be a good proxy for 
die hvpothetical Appalachian growth after 1965, it should also be a good proxy for Appalachian 
grovvth between 1959 and 1965. The control group was identified based on 1959 conditions and 
1950-59 growth so that its potential as a control group could be tested over the penod 1959-65. 
The basic concept of die selection test is shown in Figure 2. 

The test consists of (1) calculating growlh rates from 1959 to 1962 and 1965 for each 
Appalachian county and its twin, (2) subtracting die twin's growth rate from the Appalachian 
count>''s rate and (3) testing the hypothesis that the mean difference of those rates for all pairs ot 
counties is equal to zero. Ideally, there should be no statistically significant difference between 
the growth rates of the Appalachian counties and their twins in die period before the ARC -
programs began. Table 3 reports die results of this test. (The necessary data are not available for 
1963 or 1964, or additional tests could be made.) For many variables die Appalachian counties 
grew significantiy slower than their twins, indicating die presence of selection bias. That bias is 
a likely outcome in a sittiation such as this one in which the public program came into being 
precisely because Appalachia persistentiy lagged behind the rest of the nation. The presence of 
selection bias is not fatal here. The sittiation is Case 3 in Figure 2. It simply means that the 
counter-facttial will overstate what would have happened m Appalachia widiout die ARC, and, 
consequentiy, will understate the effects of its programs. 
Measuring the Program Effects 

Its twin's growth rates establish the counter-facttial for each Appalachian county. If its 
twin grew 10 percem in population between 1965 and 1991. the Appalachian county presumably 
also would have grown 10 percem. Thus, the key assumption is that the Appalachian county 
would have grown in the same way as its twin in the absence of the ARC programs. For an 
individual county, this assumption is heroic and highly questionable because of the large random 
or unpredictable component of growth. That is why conventional contt-ol group research, and 
this sttidy, are based on the comparisons of groups of treated subjects with groups of untt-eated 
subjects. The mean difference between the Appalachian and twin growdi rates for all die 
Appalachian counties is the primary measure of program effects. The statistical test is the same 



Table 2. Sdected Appalachian metropolitan counties and their matches, 1959. 

Match MSA of Match 

BINGHAMTON MSA 
Broome NY 
Tioga NY 

BIRMINGHAM MSA 
Blount AL 
Jefferson AL 
St. Clair AL 
Shelby AL 

CHATTANOOGA MSA 
Catoosa GA 
Dade GA 
Hamilton TN 
Walker GA 

HUNTINGTON MSA 
Boyd KY 
Cabell 
Greenup KY 
Lawence OH 
Wayne WV 

HUNTSVILLE MSA 
Limestone AL 
Madison AL 

KNOXVILLE MSA 
Anderson TN 
Blount TN 
KnoxTN 
Loudon TN 
Sevier TN 
Union TN 

PITTSBURGH MSA 
Allegheny PA 
Beaver PA 
Butler PA 
Fayette PA 
Washington PA 
Westmoreland PA 

Kalamazoo MI 
St. Joseph MI 

DeSoto MS 
Shelby TN 
Franklin MS 
Bleckley GA 

Warren OH 
Brown IN 
Vanderburgh IN 
Cass MI 

Douglass IL 
Greene MO 
U Flore OK 
Menominee MI 
Hamilton IN 

Johnston NC 
Greene OH 

Tazewell IL 
Rockingham NC 
Davidson TN 
Peach GA 
Dickson TN 
Caswell NC 

Erie NY 
Lake ID 
Hillsborough NH 
Franklin NY 
St. Clair IL 
Berks PA 

Kalamazoo-Battle Creek 
Monmetropolitan 

Memphis 
Memphis 
Nonmetropolitan 
Nonmetropolitan 

Cincinnati 
Nonmetropolitan 
Evansville 
Nonmetropolitan 

Nonmetropolitan 
Springfield 
Nonmetropolitan 
Nonmetropolitan 
Indianopolis 

Raleigh-Durham-Chapel Hill 
Dayton 

Peoria 
Nonmetropolitan 
Nashville 
Macon 
Nashville 
Nonmetropolitan 

Buffalo 
Gary 
Boston 
Nonmetropolitan 
St. Louis 
Reading 

•̂ 'HEELING MSA 
Belmont OH 
Ohio WV 
Marshall WV 

St. Clair MI 
Windham VT 
Fayette IN 

Detroit 
Nonmetropolitan 
Nonmetropolitan 



Case 1: Successful Confrol Group Selection: No Difference in Growth during Test Period. 

Treatment 
Startrng 

Year 

1959 1965 Year 

Case 2. Unsuccessful Control Group Selection: Treated Group Grew Faster during Test Period. 

Cofttrol 
Group 

Selection 

1959 1965 Year 

Case 3. Successftil Control Group but Selection Bias: Treated Grew Slower during Test Period. 

Control 
Group 

Selection 

Treatment 
Starting 

Year 

19S9 1965 

Treated Group 

Control Group 

^ jjulection Treatment 
Test Period Test Period 

Year 

Figure 2. Schematic overview of control group selection test. 



Table 3. Mean growth rate differentials (percent of 1959 levels). 

From 1959 to: 
1962 1965 

TOTAL PERSONAL INCOME -1.9 -3.5 

POPULATION -1.0 -0.1 
PER CAPITA PERSONAL INCOME -0.8 -3.4 
EARNINGS BY PLACE OF WORK -2.8 -4.4 
RESIDENCE ADJUSTMENT 0.1 0.5 
DIVIDENDS, INTEREST, RENT 0.8 -6J 
TRANSFER PAYMENTS 0.9 0.3 
FARMING -18.5 -29.2 
AG. SERV., FORESTRY, FISHERIES 0.9 12.2 
MINING -5.4 -10.7 
CONSTRUCTION -1.4 -3.1 
MANUFACTURING 0.5 -1.6 
TRANSPORTATION, UTILITIES 1.1 4.8 
W'HOLESALE TRADE -1.8 -4.6 
RETAIL TRADE -1.5 -2.4 
FINANCE, INSURANCE, REAL EST. -1.5 -0.9 
SERVICES -2.1 2.9 
FEDERAL CIVILL\N GOVERNMENT -3.2 -2.7 
FEDERAL MILITARY -3.8 -7.2 
STATE AND LOCAL GOVERNMENT 0.4 3.5 

BOLDFACE indicates significant at the 10 percent level. 
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as that used to evaluate the control group. If the mean growth rate differences are positive and 
statistically significant, the analysis provides evidence that the tt-eatment, the ARC programs, has 
been successftil. 

In short, the primary statistical question is whether the Appalachian counties grew faster 
than their twins. If so, the inference is that the ARC programs helped them to do so. The 
evidence in contt-ol group studies is not perfect. A leap of faith is always necessary. Higher 
incidence of limg cancer among smokers does not prove cigarettes are the cause, but it a 
reasonable mference. Likewise, if the Appalachian counties start to grow faster than the twins 
they once lagged, a reasonable inference is that the ARC programs are responsible. 

RESULTS 
This section presents three empirical analyses. The first compares the Appalachian and 

control county growth rates. The main fmding is that the Appalachian counties grew 
significantly faster than their twins. The second examines the spatial pattern of those growth rate 
differences. The conclusion is that the overall result does not stem from southern growth or 
some other geographical pattern and that all parts of Appalachia generally grew faster than their 
twins. The third examines the variance in the growth rate differences. The main fmding is that 
the growth rate differentials do not vary importantly with mett-opolitan status, growlh center 
designation, Appalachian highway presence, distt-essed county status, subregion, coal county, 
and other variables. Thus, the observed Appalachian growth effect is not the result of only 
certain kinds of coimties having large growth differentials. 

Appalachian Counties Grew Faster 

This analysis covers the period 1965-1991. The underiying data are from the Regional 
Economic Information System of the Bureau of Economic Analysis (BEA) and cover population 
and income on the division level. Two annual tune series are used, one covering 1965-84 and 
one covering 1969-91. The two series differ sufficiently in their underiying procedures and 
definitions that the BEA recommends against combining them to create a series from 1965 
through 1991. Accordingly, this research proceeded in two stages. The first entailed using the 
older data set to measure Appalachian effects over the 1965-69 period. Only the Finance, 
Insurance, and Real Estate sector showed any significant, positive effect. The second stage 
entailed using the newer data set to measure effects over the 1969-91 period. In essence, 1969 
became the base year instead of 1965 to be able to continue the analysis through 1991. Since the 
first stage showed negligible effects through 1969 in all but one sector, this adjustment causes no 
problems. Had there been poshive growth effects prior to 1969, use of 1969 as the base year 
would have biased the Appalachian effects downward. 

This analysis covered 22 years and 20 variables. For each year after 1969, the growth 
rate from 1969 to that year was calculated for each Appalachian county and its twin. Table 4 
shows the mean growth rate difference for each variable for each year. The differences that are 
significantly different from zero at the 90% confidence level are shown in boldface. The 
Appalachian counties grew faster than their twins in all 20 variables. Total personal income and 
eamings grew 48 percent faster on average in the Appalachian counties than in their twins 
between 1969 and 1991. Population grew 5 percent faster, and per capita income 17 percent 
faster. Figure 3 shows the differences over time for selected variables with significant 



Table 4. Mean growth rate diflerentials (percent of 1969 levels). 

FroiD 1969 to; 
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 

TOTAL PERSONAL INCOME 0.9 1.0 12 0.4 4 J 8.1 lOJ 13.6 16.7 18.0 28.1 

POPULATION -0.1 0.4 OJ 12 1.4 IJt 2.7 3.2 3 J 3.6 4.0 

PER CAPrtA PERSONAL INCOME 0.9 0.5 1.1 -1.5 1.7 42 42 5.5 7.0 6S 13.8 
EARNINGS BY PLACE OF WORK 0.0 -0.2 0.9 •1.8 4.0 93 I I J 16J 21.5 21.1 34.7 

RESIDENCE ADJUSTMENT 1.1 12 0.9 0.8 0.5 -0.2 -0.1 -1.0 -1.7 -1.8 -4.9 

DIVIDENDS, INTEREST, RENT 22 3.6 5.0 9.0 13.5 162 18.0 192 23.7 28.4 412 

TRANSFER PAYMENTS 2J2 3.6 5.5 7 J 6.6 8.1 I I J 12.6 13.7 21J 19.6 

FARMING •«.6 -20.4 -14J •54.9 •50.7 -46.1 •23.8 •35.9 •26J •41.4 31.8 
AG SERV.. FORESTRY. FISHERIES •0.8 0.2 -2.0 -14 -9.3 -9.7 -6.3 •3.6 -4.1 -8.1 -7.3 

MINING l O 32.0 26J 36.9 88.6 1662 163.5 2212 287.1 274.1 322.3 

CONSTRUCTION .0.2 15.4 232 34.5 25.6 \42 -4.8 12.1 27.0 6.4 -77.1 

MANOJFACTURING -2.1 -1.6 -2.4 3.2 2.3 7.6 10.1 12.6 14.0 17.2 27.5 

TRANSPORTATION, U n L m E S 0.1 8.1 13.6 20.8 20.8 20.6 21.6 2SJ 33.8 34.8 30.7 

WHOLESALE TRADE 2.7 4.0 26 3.2 •0.1 -129 -19.5 -24.5 -35.0 -36.7 -53.1 

RETAIL TRADE 0.2 1.9 3.6 5 J 4.4 7.7 10.6 11.1 15.1 17 J 19.9 
FINANCE. INSURANCE. REAL EST. -0.2 3.8 5.0 11.0 14.5 20.6 27.8 31J 40.0 44.5 48.1 

SERVICES 0.2 0.3 1.9 3.7 42 8.9 11.4 122 17.0 23.0 26.8 
FEDERAL CPVILUkN GOVERNMENT -0.7 -1.0 2.6 6.0 7.5 10.8 -10.3 -91.0 -141.6 -162.4 -162.9 

FEDERAL MILriARY 1.3 -0.5 3.7 2.9 -1.0 0.4 0.6 1.0 1.2 0.4 2.3 
STATE AND LOCAL GOVERNMENT •0.8 -2.4 •2.6 -1.5 -1.2 -0.3 2.0 4.8 7.5 8.6 9.2 

From 1969 to: 
1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

TOTAL PERSONAL INCOME 24.7 28.9 28.6 26.6 27.7 31.9 32.1 35.0 34.1 43.0 48.0 

POPULATION 4.4 4.5 4.8 4.6 4.5 4.4 4.4 4.4 4 J 43 4.7 
PER CAPFTA PERSONAL INCOME 8.7 11.5 9.8 6.4 6.8 10.0 9.4 lOJ 8.7 15.8 17.4 
EARNINGS BY PLACE OF WORK 32.8 39.2 38.5 35.5 37.4 39.1 36.7 39.4 35.1 45.6 48J 
RESIDENCE ADJUSTMENT -5.0 -5.7 -7.5 -4.9 •5.6 •4.4 -4.4 -4.8 -3.6 •43 -5.0 
Dr^TDENT)S, INTEREST. RENT 54.9 76.8 81.4 lOOJ 113J 134.9 141.4 162.8 183.8 208.5 218.1 
TRANSFER PAYMENTS 21.5 25.0 32.7 33.7 35.2 40J 41J 43.2 44.2 51.2 60.5 

FARAIWG -21.0 1.3 48.6 19.3 -5.2 26.1 7.3 8.3 -44.7 8.1 11.1 
AG. SERV., FORESTRY. FISHERIES 13.1 32.4 54J 59.4 61.8 28.7 5.1 26.9 40.8 61.9 81.3 

MTNTNG 325.2 350.0 218 1 219.5 234.4 313.1 156.8 112.2 121.8 236.6 115.1 

CONSTRUCTION -103.3 -114.2 -153.9 -168.7 -116.2 -20.4 4.9 20.0 13.9 39.3 37.7 

MANTJFACTURING 25.4 17.9 19.0 19.1 32.2 35.6 58.3 79J 84J 89.1 87.3 

TRANSPORTATION, UTn.mES 22.1 29.6 266 18 4 187 29.7 22.6 19.4 15.2 11.1 14.1 
WHOLESALE TRADE -57.9 -60.5 -54.1 -40.0 -50.5 -23.1 -2.8 36.9 62.3 119.2 126.0 
RETAIL TR.\DE 22.2 25.0 27.7 3SS 39.5 47.4 48J 56J 63.5 6S2 612 

FINANCE. INSURANCE, REAL EST. 48J 51.4 56.7 70.6 72J 84.7 110.4 117.0 125.6 1313 13S2 
SER\nCES 34.1 40.4 44.7 S8J 66.4 75.4 87J 962 108.5 117.9 131.1 
FEDERAL CfVILLAN GOVERNMENT -153.5 -31.9 13.5 13.6 17.2 11.6 14.6 14.7 7.1 188 198 
FEDERAL NHLITARY 5.0 9.0 13.9 20.9 25.1 24.9 20.2 17.8 23.1 26.2 31.2 
STATE AND LOCAL GOVERNMENT 107 7.2 5.0 6.6 9.6 8.3 8.5 5.1 2.0 2.7 84 

BOLDFACE indicates sigoificsiit at tfae 10 percent level. 



Appalachian Counties Grew Faster than Their Twins 

Summary Indicators, 1969 Base 

VTO 671 V72 673 674 VTb VK 677 678 6 ^ 680 681 682 683 684 685 686 687 688 689 690 691 

Popxilation Per Qpla Income Eamings 

Eamings in Selected Sectors, 1969 B&se 

Retail Trade Finance, Etc. ^ - Services Manufacturing 

Figure 3. Selected mean growth rate differentials, 1969-91. 
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differences. Several sectors, including fanning and mining, had positive growth rate differences 
that were not statistically significant. 

All Subregions Grew Faster 

A reasonable hypothesis is that the cause of the results in Table 4 might be Southern 
Appalachia growth alone. Perhaps the Sun Belt-Snow Belt phenomenon playing itself out within 
Appalachia with sufficient stt-ength that growth in Tennessee, North Carolina, South Carolina, 
Alabama, Mississippi, and Georgia caused the positive effects for all Appalachia. This result is 
unlikely if the control group method worked property. Indeed, many of the twins are also in the 
Sun Belt and even in the states listed. A set of maps, however, makes it possible to examine the 
Southern hypothesis as well as explore other spatial aspects of the control group results. Figures 
4, 5, and 6 show that counties with positive 1969-91 growth rate differentials are spread 
throughout Appalachia. 

The regression equations reported in Table 5 explore this variation more systematically. 
The dependent variable in each equation is the 1969-91 growth rate differential. The 
independent variables include several variables used to select the twins (but updated to 1965) 
plus MAHAL, the Mahalanobis score for the county and its twin, METRO, the mett-opolitan 
status of the county in 1991 (=1 if the county is in a mett-opolitan area), and six dummy variables 
related to ARC programs. SOUTH and CENTRAL are the official subregions of the ARC, 
COALPRO indicates a coal producing county, APPROAD indicates a county with at least five 
miles of Appalachian highway, GROWTH indicates a county that was part of a growth center 
that received substantial ftinding early in the ARC program (Hansen 1969), and DISTRESS 
indicates one of the 117 distressed county program participants. 

Few of the variables consistentiy showed significant association with the growth rate 
differentials. Southern Appalachian counties did not have higher growth rate differentials, nor 
did counties on the Appalachian highway system or the official growth centers. The coal 
producing counties, often considered the locus of tiie hard core Appalachian problem, had larger 
differentials for income, eamings, and per capita income, as did the Centt-ial Appalachian counties 
for manufacttiring growth and the metropolitan counties for income, population, and services 
growth. Counties ftirther from a large city and manufacttiring counties had smaller differentials 
for several variables. The distt-essed counties identified in 1993 had smaller differentials only for 
per capita income, one of the defming variables of distt-ess. The most consistent e/fect among 
tiie equations was for prior growth. Counties that had grown faster before 1969 tended to have 
larger differentials. In all, the variables explained less than 15 percent of the variation in the 
gro\vth rate differentials. These results support the conclusion that the faster growth of the 
Appalachian counties was widespread and did not result primarily from mett-opolitan growth. 
Southern growth, highways, growth centers, or any other simple categorization of counties. 



Eamings Growth, 1969-91 

• Slower thon Twin 

Foster thon Twin 

No Dato 

Per Capita Income Growth, 1969-91 

• Slower thon Twin 

foster thon Twin 

No Data 

Figure 4. Gro -̂th rate differentials for eamings and per capita income growth. 



Population Growth, 1969-91 

• Slower thon Twin 

Foster than Twin 

No Doto 

Services Eamings Cirowth, 1969-91 

• Slower than Twin 

Foster than Twin 

No Data 

Figure 5. Growth rate differentials for population and service eamings growth. 



Manufacturing Eamings Growth, 1969-91 

• Slower thon Twin 

Foster thon Twin 

No Doto 

Retail Eamings Growth, 1969-91 

• Slower than Twin 

Faster thon Twin 

No Dato 

Figure 6. Growth rate difTerentials for manufacturing and retail eamings. 



Table 5. Multivariate regression analysis of growth rate differentials, 1969-91. 

Per Capita Manu­
Income Earnings Population Income facturing Retail Trade Services 

INTERCEPT 2.2073 -1.5042 0.1426 1.0102 4.0414 0.2560 -1.0054 
METRO 0.8352 0.0655 0.1192 0.0763 0.3261 0.5799 1.9388 
APPROAD 0.2402 0.1814 0.0325 0.0622 0.6637 0.2217 0.1350 
SOUTH -0.3141 0.1139 -0.0345 -0.0328 -1.6598 -0.4857 0.1940 
CENTRAL 0.0798 0.6711 0.0221 0.0237 3.0883 -0.1156 0.4767 
COALPRO 0.5141 0.7611 0.0348 0.2791 0.2233 0.3197 0.0246 
DISTRESS -0.2595 -0.1427 0.0171 -0.2993 0.5107 -0.0767 -0.0290 
GROWTH -0.3977 -0.2470 -0.0550 -0.0320 0.3851 -0.3180 -1.6994 
MAHAL 0.0018 0.0169 -0.0025 0.0102 0.0107 0.0074 0.0103 
PDN65 -0.0000 0.0009 -0.0001 0.0007 0.0031 0.0002 0.0008 
PC165 -0.0012 -0.0002 -0.0001 -0.0006 -0.0027 -0.0009 -0.0005 
CITY25 0.0073 0.0133 0.0015 0.0007 0.0338 0.0096 0.0225 
CITY 100 -0.0083 -0.0036 -0.0017 0.0010 -0.0237 0.0013 0.0025 
CITY250 -0.0029 -0.0028 -0.0008 0.0013 0.0009 -0.0037 -0.0175 
PRES65 -1.5905 13001 -0.1607 -0.4518 3.6258 -0.9227 0.8257 
PMFG65 -2.7751 -1.0773 -0.3935 -0.5357 -1.0285 -1.8890 -1.7581 
PRTL65 -0.3828 0.6261 -0.0441 0.1981 -31.4002 5.7427 . -3.0267 
PFED65 -4.0806 -2.4404 -0.3984 -0.2236 1.7533 -9.0633 -14.4273 
PM1L65 -0.2682 -1.0257 1.7224 -11.0749 16.4823 9.6278 -1.6018 
PSTL65 0.8152 5.1712 -0.1050 1.1504 2.5039 -2.3927 10.8331 
RPOP 7.9304 10.2692 1.1275 1.7448 15.0833 9.1563 10.4749 
RTOT 3.6215 2.5771 0.6065 -0.2416 3.7615 4.9992 8.0177 
INTVAR 0.0558 0.0279 -0.0161 0.1247 1.8493 0.1385 0.4824 

Adj R-square 0.14 0.12 0.14 0.15 0.06 0.08 0.08 

BOLDFACE indicates significant at the 10 percent level. 
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CONCLUSION 

Between 1969 and 1991 the counties of Appalachia grew faster than their twins. They 
averaged 48 percent more growth in income, 5 percent in population, and 17 percent in per capita 
income. These findings suggest that the Appalachian region has done well since the Appalachian 
Regional Commission commenced its programs. Translated to dollar terms, the income growth 
differentials between Appalachian counties and their twins mean $8.4 billion more income in 
Appalachia in 1991. 

Are the ARC programs responsible for this progress? Did the $13 billion dollars in 
cumulative expenditures on ARC programs from 1965 through 1992 succeed in producing a 
return of $8.4 billion in Appalachian income in 1991 alone? As already mentioned, contt-ol 
group research ultimately requires a leap of faith. The questions cannot be answered yes with 
certainty. Some skeptics still insist that cigarette smoking has not been proven to cause higher 
incidence of lung cancer. Some unknown factor, perhaps a gene, might cause people both to 
smoke and to be more susceptible to lung cancer. If a skeptic has an hypothesis other than the 
ARC to explain the findings here, the conttol group selection process should be repeated to 
evaluate that hypothesis. 

Research strives to make that leap in faith as small as possible by systematically 
eliminating other potential causes. The key methodological issue is to make sure that the control 
group selection process considers the right variables. In other words, does it control for the 
important factors that could have caused the study result? Here is an actual example. An astute 
observer suggested that the positive Appalachian fmding might have been caused by ignoring 
race. If predominantly white Appalachian counties were matched to predominantiy black 
southern counties and those southern counties grew slower because of their racial composition, 
then the faster Appalachian growth might have been caused by racial composition, not by the 
ARC. Several reasons exist for racial composition to affect county growth rates, for instance, the 
historical legacy of segregated school systems, firms' biases against locating in places with large 
African-American populations, and an unequal distribution of public infrastructure, including 
roads and sewage facilities. If this hypothesis is correct and the predominantiy white 
Appalachian counties do not suffer from similar legacies, biases, and unequal distributions, 
ignoring race would cause this study to fmd larger Appalachian growth differentials. 

The racial hypothesis can be tested by adding percent black to the variables used to make 
count)' matches. The effect is to replace some original twins with new ones whose racial 
composition better matches that of the Appalachian counties. Consequentiy, fewer twins are 
from Mississippi, Alabama, Georgia, and South Carolina. The results contt-adict the racial 
h>'pothesis, however. The Appalachian counties outgrew their new twins even more than their 
original ones. Racial composition did not cause the results reported here. In this manner, conttol 
group research narrows the leap in faith by considering and eliminating competing explanations. 

The contt-ol group method used here is new. This study is the second to apply it (the 
other is found in Rephann and Isserman 1993). Each new study entails learning more about the 
method and its properties, as well as about the subject of inquiry. The method seems very 
promising, and the results are provocative. Comments on either are most welcome. 
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aTATEKEWT OF TOItORAPT.Ti nUTSlBTaH C. JDWBS 

R OF K u r r o m and ARC STATBS^ CO-CHMRMMI 

to 

HonsE snBeomiiTTgB ow pnpr.Tc BTTIIJIIWGS Ama EcawiOMic DZVKLOPKKHT 

Pttbruary 28, 1995 



A l i SEEKING WAYS TO STREAMLINE, so THAT 
THE ABSOLUTE MOST FOR HIS OK. HER TAX DOLLAR. 

A SllRIT OF COOPERATIONBETWEENTHE F ^ ^ ^ ^ ^ ^ 
S^ATEBRlNG.S.inTnClENT COVER 

IN THE A-R-C, WE FIND THE FERPECr MODEL. 

DEVELOPMHNT. 

T«E A R C HAS BEEN SUCCESSFUL IN DOING THIS. NOT BY r m L j r ^ ^ 0 ^ ^ ^ ANY 
P S ^ S S S ^ S ^ P R D V I D I N G ABORTION OF THE COST AlJD THUS 
S $ S i ^ G m ) E R A L . STATE AND PRIVATE Fl-NDS. 

FORTY-NINE COUNTIES IN KENTUCKY ARE L O C A T O WITHIN TOT BOUNDARIES 

OFA'R-C 

THERE AW IJO SUCH COUNTIES IN THE 13 STATE ATPALACHIAN KBQIONW. 

C0MMISS1C3N BOUNDARY. 

MANV STATISTICS HAVE BEEN PBESBITEJ TO THIS COMMITTEE ON THE A R C 
AND ITS EFFECTIVENESS. 

AREA ANT SEE THE DIFPERENCES IN PEOJlffS LIVSS. 

I ALWAYS E N ; O Y B ^ O ; ^ ^ ^ J ^ 5 ^ J ^ ^ ^ 
ROGERS KNOWS, THE NATURAL BEAUTY ANt> i rui >««*v 
MAKE IT A SPECIAL PLACE. 

^.ssTA^;sf^^^S^™^'^''"^ 
I^J^J^^HNSEDED COMMUNrn-lMPROVEK^ 

T THINGS COST SIGNTFTCANTLY MORE IN MOUNTAWOUS TERRAIN, 
IMMEDIATELY JNCItEA^E THE ODDS AGAINST 1 Hf-->̂ o 
WTIH THE REST OF THE COUNTY. 
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^ ^ . C S ROtE HA.1 BEEN TO BETTER THOSE ODDS FOR Af»ALACHIAN 
COMMUNITIES. 

THERE IS STILL A LOT TO DO, Birr YOU DONT HA^^ T O ^ ^ 
S ^ n O N IN EASTERN KENTUCKY B E F O ^ SEEDJG T H E ^ ^ 

- HOUSING. IN < ^ , r ; f ^ s 5 i « E S ^ ^ 5 D T A CHANCE DUE 
SuCATIONAL PROGIL^MS, Â >̂ SSIAL^ 
TO REVOLVING LOAN FUNDS. 

T«SEAREREALDIFEERENCESW«.CHPE0P1£EXFERIENCETNTHEIRDAILY 

LIVES. 

LETMEOIVEYOUSOMEEXAMflXSOrPROJECrSPROPOSEDFORKENIUCKr 

THIS Y S A R -

,N A . AKHA ™ ^ R « n > n ^ s ^ w ^ ^ ^ ^ ^ 

THE A-K.C GRA>T FORTKS P R O ; ^ « ^ « ^ 

si:̂ iXT?oN=°iSSr!̂ ° îi£?^^™ 

DBADVANTAGED COUNTIES IN APPAIACUIA. 

. . R . C A N D T H E C O N S O m U M A ^ O E ^ 0 ^ ^ 

TENNESSEE, VIRGINIA. AND WEST VIRGINIA. 

17,000 HOUSING UNITS. 
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THE KENTUCKY fflOULANDS ^'':!in^^°^^JSa^O^^^^^ 

r c l ^ ^ B S T M E N T S . M P . O T M O K E T ^ S 3 . 0 0 « O . ^ 
i S ^ ^ J ^ U S t S ^ E E N ON PUBUC ASSISTA^^^^^ 

• ^_,s™TMn PEOPLE TODAY WOULD 
TOECOSTOFPROVronJOPUBUCASSlSTANCETOTHESEPEOPliTOP 
M ABOUT $38 MnXION res. YEAR. 

^STEAD.T«ESEME. AND WOMEN ARE W O R I » . O A N D Z ^ - - - ° - ' « 

YEAR IN TAXES. 
trr.. x»« «5VERNMENr OF 47 M3LLT0TJ DOLLARS A 

XHATS A TURNAROUND FOR THE QOVQUMMtis^ ^ 
YEAR' 

S,MILARSTO«ESCANBETOIXBYOOVE«NORSHlOMaiHERA*.CSTATES.AS 

WELL- ^ 

SoVBRNORS OF 13 APPALACBIAH STATES. 

« ^ ^ , W - ^ R E C O O N C E T « A T I T ^ _ J g ^ > ^ ^ l « ^ ^ 

j R ^ S ^ C ^ ^ S i ^ ^ ^ ^ ^ - ^ ^ ^ - ^ ^ ^ 
KOrrUCKV IN'JULY 

EVEN MORE EFFECTIVELY. 

MORE THAN 500 PEOPLE PARTICIPATED AND Tffi S3SULT IS m S REPORT, 
w v E ENTTOED ̂ .PwnI^T^p^^ nrnora. 

^ r T A « T A S X F O ^ ^ J ^ | 5 ^ ~ ^ ^ - ^ ^ ^ 

AMD WITH THE HELP OF THE A-R-C. WE WILL ADDREbS 
5^^'^^SS^UA'Si^S^<i^=A.>« MONT̂  
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BELIEV£U ^ - . ^ T o f t K BEYOND THE MISSION OF 
A N D T L i R T H E R M O R E , l B m ^ V E W E ^ C ^ ^ ^ ^ ^ 
^ ^.R-^ TO EXPLORE^^raER TO WAY ̂  y ^ ^ ^ 
F S E R A L - S I A T E PARTNERSHIP, MAY BE A WAT iu V 

OOV£R>lViEI^ PROGRAMS. — n v o i L 
THAT IS WHY ALL 13 APPAI^CHIAN 0 0 > ^ N O R S ^ C ^ 

COMMISSION. 
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FOB JAMCS. if l . 
OQVeRNOR 

STATE OF ALABAMA 

P«K3NTCOMMYl«iafi 

PttbruBry 24, 1995 

The Honorable Wayne Gilchrest, Chairman 
House Public Bulldirigs and Economic 
Development Subcommittee 

Washington, D.C . \ 

Daar Chairmen Qilchrest: 

' Th« Appalachian Reglnnal Commiaalon (ARC) program haa been 
very instrumental in the development of Alabama • . Appalachian 
regipn. ARC 1« unique in that i t In a shared P"-tnerfhiP of 
federal, atate, and local governments. As such, ARC ff^^^i™^ 
flexibility to addreoo the needs of the people, and allowa tne 
governors and local governments to set Pylofi^i«?:_;?^ SlSmnf^S 
be used in »o many areas, auch as education excellence, community 
development, economic development, basic servicea, work force 
development and youth leadarahlp, to name a few. Thie ia not 
true of Bo many grant programs. 

. Recently, we had an emergency situation in Jif^™. * 
result of a tornado that struck in three of our Appalachian _ 
counties. An elementary school and a Headstart program fffjff-^y 
were completely destroyed. The Appalachian Regional commiSBion 
came through gutcJcly to restore education opportunities for^tbe 
children. We sincerely appreciate this, and i t makes »J«̂ once 
again thankful we do have an ARC program. It is one of the tew 
programs that is responsive to local and state needs, we not 
only request that this program be retained, but hope that Other 
programs will be modeled after this one. 

Sincerely, 

fob James, Jr. 
Governor 



03/01/85 15:18 FAX 2028847683 ARC FED OFFICE U U IKAINS t»K IffiDUtf 

STATE OF GEORGIA 
OFFICE OF THE OOVERNOR 

ATLANTA 30334-0900 

Ztll Miller 
QOVfRNOR 

STATEMENT TO THE hOUSE SUBCOMMITTEE ON PTJBLIC DDILDINQS AHD 
ECONOMIC DEVELOPMENT 
GOVERNOR ZELL MILLER - GEORGIA 

February 22, 1995 

I appreciate the opportunity to fiuimit this statement on 
behalf of the^Appalachian Regional Commission. 

Lorfthta Lynn vnrote a sonq some years back that said, "When 
you're looking at me—you're looking at country.' I can honestly 
Bay that when you ar«? looking at me, you're looking at Appalachia. 

1 wee bom. gxow up, and make my home in the Aobalachian 
mountains of Georgia. My wife is from the same area in Western 
North Carolina. and I am intimately fainiliar with this region's 
history and heritage. 

When I was a baby during the Great Depression, ny mother 
cleaned a rocky, broomaedge field and waded a cold mountain creek 
to get rock to build a house while my six year old sister looked 
after me on the crttek bank. 

When that house was built, we raised cbickena with a brooder 
in the living room. My family did not own a car until I had 
finished college. 

In the Great Depression, the difference between Appalachia and 
the rest of rural America was one of degree—we were somewhat 
poorer, somewhat more isolated, and somewhat more derived of basic 
services than bur flatland cousins. 

Tb« reaaon we have an Appalachian Regional Commission is 
because Appalachia did not share in equal measure in the postwar 
proaperity that lift«fl much of rural America into a new era. 
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While Appalachia has made grpat progress in the last thirty 
years, you can s t i l l clearly see the marks of xts past today--in 
llhe physical isolation that ie gradually being ovarcmne by the 
Appalachian highway system—in the unusually high rate of adult 
1111 ^ V — - y — ' ' - ' ^ *--*̂ ^ po-^crtv M a m t h > t a r e o f tor, f^mnng thft 

highest in the. country. 

As the region's helpmate in overcoming this legacy, the ARC is 
a program with several highly distinctive features. 

Pirst, ARC is a true federal-staLt: partnership, perhaps more 
than any other federal program. 

* The thirteen Governors of the Appalachian states play an equal 
role with the federal co-chair in making a l l key decisions on the 
Commission. 

Second. ARC constantly encourages the kind of federal inter­
agency partnership that many in Congress are urging on Washington. 

All our brick and mortar projects are conducted, in conjunction 
with another- hafiir. federal agency, with the Farmers Home 
Administration, HDD and EDA notably involved. 

Third, ARC leverages non-federal funds to »^ extraordinary-
degree. In the non-highway segment of our program, ARC on average 
supplies 28% of total project costs, which means that every dollar 
we spend leverages $2.70 in other funds. 

Four til, and perhaps most iii5>ortantly, ARC is a flexible 
program that can, respond to the critical needs of each Appalachian 
state, with short- and long-term job creation being the most 
significant criteria. 

To give you just one axainple of the creative use of ARC funds, 
we invested a mere S54,000 in Dalton, Georgia, the carpet-making 
capital of the world, and managed to, develop an apprenticeship 
program which has received national recognition. 

While leveraging $255,000 in local private funds, ARC ettorts 
in Dalton have dramatically reduced high school drop-out rates, 
dramatically increased the number of QED gradviates, -and_ above a l l , 
provirifid new hope in a communitv where there were previously few 
employment options. 
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ARC Btands willing to work with this flmhr.ommittee and with 
others in Congress to keep ARC up to date with our region's most 
pressing needs—and in synch with the overall federal-state 
strategy for addressing those needs. 

As an example of this willingness to evaluate our work and to 
cluiiigu when change ia called for, I want to bring to yoiar attention 
a remarkable study conducted the Regional Research Institute of 
west Virginia Uxiivtixsity and funded, not by the ARC, but by the 
National Science Foundation. 

Using a control group methodology that matched the 397 
counties in the Appalachian region with similar counties elsewhere, 
the study examined the region's progress since the creation of ARC 
in 1969. 

The study concluded that Appalachian counties grew 
significantly faster than the control, group in income, earnings, 
population and per capita income, and that ARC had helped them do 
so. ' 

ARC is ready to be tested, and ready to adiust to the needs of 
our region. We take seriously our responsibility,to insure that 
every dollar we. spend is spent as effprhlvely as possible. We will 
continue to do so,. Thank you. 
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STATE OF MISSISSIPPI 
OFFIO: OF THE GOVtRNOR 

UIK PMtOlCe 
GOVERNOR 

February 16, 1995 

Mr. Chairman and Distinguished Members of the Committeei 

I regret that I am unable to appear before you personally at 
this time. Nonctholccs, I want to share with you my viftWR 
concerning the Appalachian Regional Conmission (ARC). 

I t i s no secret that I am not a proponent of fiederal big-
spending programs. I believe that the federal government is too 
big, spends too much of oiu: money, and makes too many decisions in 
Washington, D.C, that should be nade by local or state officials 
who understand the problems and challenges we face. 

However, the Appalachian Regional Commission is different. 
The ARC i s a partnership hetween the federal government, the 13 
Appalachian states, and local officials. The federal government 
cannot make rules or regulations, establish guidelines, or fxind any 
projects without the agreement of a majority of the ARC Governors. 

The Appalachian Regional Commission i s not an oversized 
bureaucracy: i t has a staff of approximately 50 people, spends 
less than 3% of its budget on administrative expenses, and the ARC 
states pay 50% of the administrative costs, in fact, i f one were 
to URA onA fA(iera1 agency as a model for reorganizing other federal 
agencies, I would strongly suggest the Appalachian Regional 
Commission as worthy of imitation. 

Sincerely, 

KIRK FORDICE 
Oovernor 

POST OmCE BOX 139 • JACKSON. V 5IPPI 39205 • TEL (601) 3130 • lAX 1) 3741 



STTMic OP Ned* Y O R K 

GecftCt E. PATAKI 
CCVEIMOA 

February 28, LSSS 

Dear Mr. Gilchrejt.-

aT.̂  w - ^ ' 5 * full oupport for the re- • 

prô "î ;it:f ?ô?s'':i":*̂^ co««i..iou. %hi« 
; econoinie progress and human rasour-e 

that 2;.*ss,'"fit,j'?i»r' ̂ "jiv ̂ '^--^^-^ 
?>f -^'^^f'*^^' ^° «sure that th.ir fuudincr will result ?n 
tS.^re5-on\r^ retention of jobs that i S ^ ? ? c r i i ' l . ? S v J n r 
th-« region to ,coi.o«x« parity with the rest of che State 
rt^aif^^Jlt *̂ r̂̂ f»̂ iy pursuing an iniciacive to provid- thie 
region with & telecomrunicat-ons avĉ nw. -rm- ^ * 
an 1553 and i ^ . - o v i l j l ^ f r i n a c ^ J f ^ ^ r ^ ^ 
resources provided bv a»r no,.! * J <*-eas stimulated by the 

for educational laalth < f™" " Provide scoase 
Hev York WM^; ?ir« «?1t!??^"^= dtveiopmua: putp8.t«. 
coordinating x^.;^L"tf coi^JS'^^'a" '"^^ 

.in* oentar wixh 9 saliool districts and the stat^ University «t Oneonta; icate 

^^sengSrSt^^^rfl?!''^ NPr-tfPr.y Tiir!)tff<T̂  - Funding to connect 
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" , Ihf̂  R̂ raT WPV Ynrk fff^aihh v̂ rynrkT/TiT Prnjf;;c - Iquip and 
connect aeweral rural hospitals in four counties with each 
otner and the larger network hospitals of the Buffalo 
region; and. 

5^ raaqag Lwhtttf T--^mwT:1nn Tntrncnictura Link four' 
educational providers with Schuyler hospital to provide 
ennaneed access for educational opportunities and health 
prcgrams. ^^•^w^ua 

. Theas exanples are in just one functional araal The A3ic 
fIwciiil lty to provide .inveetmants in a vide 

wrSoSc/^J^? IfS'̂ 'f greataat. -ThiB fifical 5 

»̂ njr?o°?'tiiM ^TK: ??r̂ rol?.ir-̂ '"--
vaiy truly yoiirs. 

year 

Hanorji la way&e Cl ieh*e«t 
ChainBan. 
Public Buildings and Iconomic 
- Eavelopmeat Suhconnnittae 
t:. a. House or Aepres^tacives 
Wflflhinjton, p. C. 20515 



STATE o r NORTH CAROLINA 
OFFICE OF THE GOVERNOR 

RALEIQH 27803-6001 

JAMES B. HUNT JR. February 22, 1995 
GOVERNOR 

STATEMENT of THE HONORABLE JAMES B. HDMT JR. 
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE 

STTBCOMMITTEE ON PUBLIC BUILDINGS AND ECONOMIC DEVELOPMENT . 
D. 8. HOUSE OF REPRESENTATIVES 

I am glad to have the opportunity to address the Public 
Buildings and Bconomic Development Subcommittee and to offer some 
evidence that the Appalachian Regional Commission, a unique 
partnership betwoan the ffideral and state governments, really 
worlcs. 

Tou can ride through our state's ARC counties and see the 
legacy our prcdccoesors lx» this paxiuxershlp havA provided for the 
people of western North Carolina, but what you dp not see is the 
way our portnerihip with looal loaders has empowered this region. 

In onx Appalachian area, communities work together as in no 
other part of our state. They decide what they want to do, what is 
beat for them, how they want to do i t , who nOods to be on board, 
and how they will pay for i t . Then the communities set out to make 
i t happen—whether theix goal is building the water and sewer 
capacity they need to attract and keep good jobs or pulling 
together the resources to give' a l l theix children a good start in 
l i f e . The ARC partnership is about more than providing the last 
dollars these communities need to reach their goal. Oux 
partnership savs local priorities really matter and we can work 
together to make a difference. 

The Appalachian program provides governors with this 
flexibility to work with the private sector on our economic 
development efforts. Working with our ARC partners, we have 
avArsged §23 million per year in.additional private investment in 
our Appalachian counties and our partners in the private. sector 
have created 2,000 new jobs a year for the people of western North 
Carolina. 

I hope the memberB of this subcommittee will join with the 
Appalachian governors and the people of our Appalachian region to 
support the continuation of this partnership, We need this 
partnership i f our Appalachian region is to attain and maintain a 
competitive position In the global economy. 



Stsitennient From: 

Sitate of Ohio 

To: 

II. S. House of Representatives 

Sub-Committee on Public Buildings 

and 

Economic Development 

Represcmaxive Wayne Gilchrest, Chainnaii 

Ftbnmiy 28, IMS 
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dKMiV.VOlMOvlCH 
OOVCNNOH 

SWEOFOHIO 
OFFICE OF THE QOVERNOR 

COLUMBUS 43K&«eoi 

February 27. 1995 

Mr. cbeinane 

Thank you for this opportunity to provide a written statement 
before the 0-8. House of Representatives' Ptiblie Buildings end 
Economic Development Subeommittee eeneeming the Appalachian 
Jtegional Caaaniesion (ARC) . . Z would briefly like to discuss the 
merits e£ thie program and inform the ceomittee of the iisportant 
role ARC has played in helping to ii^rove the quality of l i f e in 
the 29-county region of soutbam and eastern (Alio that is federally 
designated as a part of Appalachia. 

During ay tenizre as governor (since 1991), ARC has runded over 90 
projects in Ohio covering a wide array of activities ranging from 
infrastructure development (water, wastewater and roads) that 
promotes job creation to educational/training support for schools 
to tne improvement of health care service delivery. These projects 
have provided approximately Su million in ARC funding which have 
helped to leverage over 944 Billion in other public and private 
funds. I t Is fair to say that many of these projects would not 
have been possible (or at best further taxed limited state 
resources) without ARC funding. 

The above statements reflect why X strongly support continued 
federal funding of the ARC. The program offers cuetreme flexibility 
for states to target their funds on projects and activities which 
best meet the needs and priorities of their communitits-
Furthermore, the ARC is a unique intergeverTnental partnership that 
works. Zt ia driven from the "bettom up" in an efficient and 
effective manner with input from local governments through Looal 
Development Districts (LDDs). This eoupled with a limited federal 
bureaucracy that provides for shared leadership with the states 
makes the ARC a model for the provision of economic and coBSUinity 
development services to communities. 



Page Two 

In elesing, Z would ask that yeu look at the attached distressed 
eounties map of Ohio. While the state (as a whole) i s experiencing 
significant economic growth, many of the Appalachian counties 
eentinue to lag behind with high unemployment and poverty rates. 
Of the 25 co\inties that are classified as distressed, 23 are 
leeated within the Appalachian region of Ohio. Without the ARC 
funding, these eounties would have even higher levels of distress 
and greater needs. The ARC has baen an investment in the people of 
Ohio Appalachia that has proven to be successful and should be 
continn*d to help fester e better cssenemie and seoial eliaate for 
this region. 

GEORGE 
Govemi 



DISTRESSED AREAS: 
CITIES OVkn 25,000 AND AU. COUNTIES 

- High D stress - S 

• - Ofslressed 

- Not Oiilressad 

Clll«4 af 5Q,0C0«' ps^uJallsn ami cMinltaii 

IHgh DlilreM - •necis al three nt I He rotiottii^ c'leno. 
Ditlraiieri - rr>«e1s Ivio of tha fnllo«ii«Q cfi'eno. 
N«l Olitreii»d - don no< mcH n\ lauM Iwn t4 the 

2) al •< M m Wn *r V.S. pi> eap>.« int«w«. 

II ' s f c V - '>' V i a l f <•* panwi* M a * Iht h. . ^ C M i i ^ l 

rM.« far CDIMGM • fitl« • ! Irnnllft r a f o M l .^rMnr l i raw«il| l<K«<rr 

• T p i a. frr<l«i Wicn . }S 

CHci bvlwcvn 25,000 vnd 50,000 popvlaHsn dvnWUi 
•« Labor Surplus ArMS by U.S. D«p1. of l:obor oro 
elanir«<i as DISTStSUO. 

A^C distressed o'cas 
CHocrie - O 0 t of US imc«p»9TM%.l 'air. 'Wai al V% 

f'l.artr rat*, oatf t H «r k w •< W.S. p** caH<> •ni.ar'ir 

P«T7porc<l by: Ohio DttpnrkrrchX of Hcvrlopmcnl 1 t / f l i 



Governor's Office of Appalachia 
614-644-9228 

Prtppred by: Ohio Depcftmsnt of .Dsveiopment. 3/93 
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COMMONWCAU'H or PCNNSTLVAHIA 
O F F I C E OF T H E OOV^HNOH 

HAHPisSuika 

T H E aOVCNMOR 

February 21, 1995 

• > The Honorable Bud Shuster 
Chairman 
House Committee on Transportation 

and InfraBtructure 
3188 JUyburn Heuae Office Building 
Washington. D.C. 20515 

Eiear Bud: 

I am writing to you regarding the Commonwealth of — 
Pennsylvania's support for the reauthorization of both the 
Eeenosic Development Adminittratien and the Appalachian Regional 
Coimission. 

aoth of these prograsa have been of significant benefit to 
Pennsylvania over the yeare. Through the funding received, new 
jobs have been created and innovative ecenoitie developaent 
programs have been given l i f e . In addition, the governing 
structure of the Appalachian Regional Coinmiseion --̂  in which both 
the federal government and the state nenbers of the CofBmlsaion 
Jointly set the policy and progran parameters serves as a 
significant aiodel for how the national and state governments can 
work together in the administration of federal funding programs. 

km the House Committee on Transportation and Infrastructure 
which you chair continues to investigate the nature of 
reAuthorization for these two pregrems, I ask that you keep in 
mind the importance that each of these programs has played In 
Ponneylvania, and the leseons that ean be gleaned from them for 
application in ether areas. 

With best personal regards. 

Sincerely, 

/5J>7 /\tU(^ 
Tom Ridge 
Governor 
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t̂ate of i&0itllf (Eamittia 
QMtux sf tbt dotrantor 

DAVID M. BEABLCY parr Orntx Box I U B B 
meMKMHon COLUMBJA letii 

Fehni«y27,l995 

The Honorable Wayne Gflqtst 
Unitfid Stales House of Sepiesenieiives 
Chairman, HouM Public Buildings 
and Economic Devdopment Sob-Committee 
332 Cannon House Office Building 
Washingirm.DC2nSl5 

Dear Mr. Qiainnan: 

pinrp thA tnlA ^QUtit Hwi Appalachian Bpginnal r-nmTniwdf>n pmgtaTTi has pUyad * najof mle in A c 

deyglopmcit of the Appaladdan Region of South Catobna. 

The unkpie fedenl/BUte pulnenhip ha* alkrwed South Ciir&lnw to utilice limited Appalachian 
funds to leverage local, private and other federal funding to empower the great people of 
AppaladUa. In the 30 years d\is program has been assisting South CrnThiians, the funda hare been 
primarily utilized fai the creation of phi through various programs in workforcse training, 
education, tourlim development and Infrastructure improvements. The Appadadiian Rtiĵ iunHl 
Commission funds have played an intricate role in the development of the regioiis 
telecoQWkunicabons network and have also assisted in the reduction of infam mortaU^ mt^ 

Thirty years have past and many of the regions characteristics have changed. As ttte budget crisis 
fuels future changes of many federal programs, it is important to remember the programs which 
have a proven track record. AlthougK aU programs must cut their fdr aharr, to my knowledge, 
there is no other federal prof̂ nm driven by local community needs which allows the state and ttie 
federal government to have an equal say in the future of local devriĉ nnent This type of piogram 
is a model of the kind of federâ sm congress has been pursuing. On bdmlf of ddzots of South 
Carolina I support the continuation of this very worthiiidifle programi 

Please do not hesitate to call me if I can be of ai^ additional assistance to you. 

Davii lM. H a A i w / —^ David M. Beasley 
Governor 
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^ ^ ^ ^ ftjATE OF T'^F'tf^S^^ '• ' DoBSvMDBtnsT 

Tebruaxy 28, 

Heaorsble Mayne T. Gilchrest 

SSeSmittee on Public Buildings 
and Economic Development ̂  

CoB^ttee on Traaaportation and 
Infrastructure 

U.fl, House of BepraScatBtives 
Waahington, D.C. 2Q515 

Dear Chairman Qilehreit: 

1 am writing to indicate my -tron; jupport^for t h e ^ - ^ ' f " 
Sfcbe xppalaehiaa iSlSiiul JeSeral speuiding, 
congress, I was always " ^ ^ ^ ^ ^ S ^ L i ^ - designed and 
and the d i ^ ^ ^ from tbs people 
iaipleaanted by the »*'''?f7*S;varnor. I have oca* to 
they ware designed ̂ ^ • • ^ J - ^ i ' ^ M S m i which fOCUB on 

and Implaasnting regulations. 

eoSaitioM that ar. o? p i ^ l f i n 

ljrS51"oStiSutiM ~«btr, af tlx. ,t»t«-. .conow. 

eth.. 5f;KM'is?"tn.'sssSt̂ 'ss:2̂ to"s: 
Utfilxi o ! ^ paxtleiBattoB by th. f .d« . l 
govaraMBt aad tlia 13 atata go»an»anca. 

.eoause n - ^ ^ ^ J l f - . J : j 5 : ^ i n S r f S J a f ^ t ^ i r ^ r ^ 

r x i o r i t i . . . regulations, ' P ^ l i ; ; tSe S S i i i S g ^ i : ia users wbich ensure more affective use ot tne suim2.<iw w « 
provldeda 

Bceta CasiteL FasbvUle. Tenaeaaee 97843-0001 
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The Boaorabls Wayne T. Gilchrest 
rebxuazy Bl, 1995 
Page 3 

only th. e»,..a. ..a *.t.«>ln. ^ J ^ J j ! '"fSi^'US'v"""' 
can afford for .eooomic «̂ «l»P»~= STlSt'tui S i proe.ii 

aceouatabllity that is required. 
M>«iLfefl ABC has fuaetionad largely 

The emphasis ia now on block grants. *JJ ™ ijj g , but with 
like a block grant program jince J ' ^ ^ " ^ , ,^ike ARC, the 
greater flexibility, with reoulatioas, they 
Car. do not participat. i n j r ^ u l g ^ ^ ^ 
only admiaiater what ia given ^•".T' .*r .«--aer from the 
that ARC is regioxxal In »cope should not detract from tn. 
Btrengths of ita Institutional structure. 

^ you very ^ ^ / ^ ^ ^ . ^ ^ ' i S ^ r J u ^ i e d ^ o ' d S V ^ ^ additional information 1 will be most pieaseo to »*w ^ 

ffineerely, 

Don BuadquiBt ^ 

DB/snt 
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COMMONWEALTH 0/VIROINIA 
Qffict of the Governor , 

Febniay27,199S 

The Honorablp. Waynr nilehrin 
Chainnan 
Subcoiiuxiittcc on Public Buildings 
and Economic Dcn̂ opment 

Committee on TranspoTtaiion tnd Infiuoucture 
332 Cannon House OfRce Building 
Washington, D. C. 20515 

Dear Wayne: 

As you know, I am a strong proponent of downsizing govcnunent — 
government jit all levels has ittmply become too big and too intrusive. I applaud 
the efforts of the current Congreu both to put its fiscal bouse in order and lo 
allow Americans to have more conbol over their lives. You trc oa the right tz»ek 
in seeking to combine myriad categorical pnsgianu into streamlined block grants 
and to giving flexibility to the States regarding tmplemcntatioiL 

in the context of this new paitnaihip. I would like to conunend the 
Appalachian Regional Commitiioo (ARC) u a model of an effective working 
relationship between tfae federal government and the diirteen states that 
comprise its znsmbership. b is » program that openici widi a minimum of red 
tape and bureaucracy and a majcimum of local and state flexibility. 

In the year that I have been Governor, die ARC has helped us in 
southwestern VuglnU aa various ptojects, such as water and sewer lines that 
serve industrial sites. While recognizing that budget cuts will be necessary to 
bring the federal budget into balance, I bope you will reelect favorably oh this 
unique fedeial-state partnership and tfae benefits it is providing in one of our 
country's poorest regions. 

Wich kind personal regards, I remain. 

Sincerely, 
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' •^L.•.^^ •. 

STATE O f w a S T ViRQINIA 

O F F I C E O F T H E G O V E n N O R 
ChiAai VKTriN 9Knnn 

G A S I UN C A ^ E R T O N 

TESTIMONY OP THE HOFTORATIT.E GASTON CAPERTON 
GOVERNOR STATE OF WEST VIRGINIA 

t;o. 

wniT.qE COMMIl̂ EE ON TRANSPORTATION AND INFRASTRUCTURE 
• ' SUBCOMMITTEE OK PUBLIC DUILDINCB AND ECONOMIC DEVELOPMENT 

THE HONORART.E WAYNE GILCHREST, CHAIRMAN 

February 22, 1995 

Mr. chairman, DlstlngulsbBd Repreaentativfia, Lediee and 
Gentlemen. I regret not being with you to teetify in person today 
nn behalf of the Appalachian Regional CoxnmiBBion. The West 
Virginia Legislature ia in session considering a nxnnbor of vital 
iBBues, and as Governor, ny prt̂ nftrxr.m is needed in Charleston. 

As one of 13 Appalachian governors, I am d««ply aware of the 
value of the ARC'S tinique fiscal partnership with local, state, and 
federal participation. I t ie exactly this partnerahlp that", has 
allowed the Coromission to construct a program of greet flexibility, 
permitting each state to address its own noeda and goals, while 
developing strong Intnr-regional cooperation. ^ 

As Governor of West Virginia, I have seen first-hanC the 
dramatic effect the ARC has had on the lives of West Virginians 
during the last 30 ycaro. 

m 1965, the Appalachian region was struggling. Our l i f e 
expectancy and high srhnr>1 graduation rates were tar below the 
national average, while our infant aortallty rate greatly exceeded 
the riational average. Unemployment in the region was 40 percent, 
higher than the national level. How, l i f e expectancy ond high 
school graduation rates have increased dranatically, while Infant 
mortality rates and unemployment have dropped sharply. I am proud 
to say West Virginia now has the lowoct nnemployment in the last 12 
years. Thesft figurea have improved, in part, due to an investment 
ol the Appalachian Regional Commission. 
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O F F I C E O F T H E <BOVERNOR 

5%1nrA ItR rrnntlnn, the Altr. has Invested over $1.1 billion in 
West Virginia. This has allowed us to leverage funding from other 
sourcea for a total investment nf nearly $2.3 billion for 
education, health care, vocational training and our basic 
infrastructure. 

West Virginia now boaete a highly-skilled and motivated 
workforce, educated and trained in part with ARC assistance. 
Programs ouch as our AXW:,funded Cuetoraiaed Induotrial Training 
Initiative have allowed hundreds of West Virginians to receive 
training and »»klll enhemcement that has Increased our business and 
industrial competitiveness. 

By developing 300 miles of Appalachian corridor roads, we have 
opened vast areas for economic development and our tourism market. 
Completion of this system is ot critical importance to my sLate for 
future growth. 

With ARC assistance, we have been able to provide much needed 
water and sanitation service to thousands of West Virginians. But, 
safe, reliable water and sanitary service are s t i l l " U i c a l needs. 
our iitizens recently approved a $300 million i^^™^^?^^ on JS2 
issue to further address these concerns. We are <*«P«n̂ n̂,5 
funding to assist us in financing future projects.jo that more west 
V?Sginians may have eafe, clean water. This same funding will also 
JelpuB develop marketable industrial and business sites. 

Mr Chairman, we have made significant progress J J " t 

VirglS?; and"iS?SSihout tho ^^P^^^^t^llU'^n^^^^^^ 
up, our education system is one o t j^ej^^^ ii,Jc.d us^o^h* nation 
rSid and infrastructure syatems »̂ j;̂ !̂ *»«̂ ;̂̂ nV to be done. I t is 
and the world. However. work ^"^^^^JS ° ; continue this 

of the Appalachian region. 
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Purchase of flowers.—Private citizens contribute funds for 
purchase of flowers to decorate graves and tablets of 
missing at the cemeteries and memorials administered 

the Commission. 
Repair of Tio7i-F'ed£Tai luar TTtemonois.-̂ -Wben reQuested to 

do ̂ 80 and upon receipt of the necessary funds, the Commis­
sion arranges for and oversees the repair of war memorials 
to U.S. Forces erected in foreign countries by American citi­
zens, States, municipalities, or associations. 

WbrW War / / Memorial.—Public Law 103-32 authorized 
the American Battle Monuments Commission to collect pri­
vate contributions to fund construction of a memorial in the 
District of Columbia to honor members of the Armed Forces 
of the United States who served in World War 11. 

Object Claisitication (in ttiousands of dollan) 

•74-8569-0-7-705 19M Ktwl 199S nt. 1996111. 

2i2 Other scrmts _. 
26J) Supplies ind mateiiils . 
32.0 Land ind structues ..... 

26 
41 

6.215 

26 
45 

4.686 

26 
45 

575 

99.9 Total ebliiations . 6.282 4.757 646 

APPALACHIAN REGIONAL COMMISSION 
Federal Fundt 

General and special funds: 
APPALACHIAN REGIONAL COMMISSION 

For expenses necessary to carry out the programs authorized by 
the Appalachian Regional Development Act of 1965, as amended, 

notwithstanding section 405 of said Act, and for necessary expetises 
the Federal Co-Chairman and the alternate on the Appalachian 
jional Commission and for payment of the Federal share of the 

ative expenses of the Commission, including services as au-
'thorized by section 3109 of title 5, United States Code, and hire 
of passenger motor vehicles, to remain available until expended, 
[$282,000,0001 $183,000,000. (Energy and WaUr Development Appro­
priations Act, 1995.) 

Procraiii jnd Fliuncini (in thousands of dollars) 

KMiticataii ae, 46-0200-0-1-452 199S til. 199S nt. 

9ntrwu ftf Ktnittes: 
Direct piggnm: 

Appalachian regional development programs: 
01.01 Appalachian development highway system 
01.02 Physical development program 
01.03 Human development pragram 
01.04 Business development pragiam 
01.05 Lpcal dewlopnient district and technical assist­

ance program _ 

Total Appalachian regional developmem pro­
grams 

Salaries and openses: 
Federal Co-chairman and stall 
Administratiw expenses 

Total salaries and expenses 

01.91 

02.01 
02.02 

02.91 

10 00 Total obligations 

I ' OO Recovery ot pnor year obligations 
21.40 Unobligated balance available, start of year Treasury 

balance 
24.40 Unobligated balance available, end of year: Treasury 

balance 

^ Budget authonty (appropnationl 

' • M M •( abliptiois ts u U i n 

'2.40 Obligated balance, start of year: Unpaid obligahons: 
Treasury balance 

'4.40 Obligated balance, end of year: Unpaid obligations: 
Treasury oalance 

141.788 
48.698 
10.876 
8.943 

236.879 
100.370 
23.845 
9.S35 

90.000 
37.625 
26.380 
20.050 

4.960 6.531 5.300 

215.265 377.160 179.355 

893 
2.282 

1.488 
2.400 

1.245 
2.400 

3.175 3.888 3.645 

218.440 381.048 183.000 

-5.495 

-62.993 -99.048 

99.(M8 99.(M8 

249.000 232.000 183.000 

218.440 381.048 183.000 

344.846 370.587 587.740 

-370.587 -587.740 -568.505 

78.00 Adiustmems in unevured accounts 

90.00 Outlays _ 

-5.495 

187J04 163.895 202.235 

Status of Direct Loans (in thousands of dollars) 

ldtgtHicati«ia<t46-0200-( l̂-452 ISMactuI l99Snt. 1996 nL 

CumiHatne balance of direct loans outstanding: 
1210 Outstanding, start ot year _ 2 _ 
1263 Write-fltls tor default Direct loans -2 \ ZZZIIl 

1290 Outstanding, end of year _ _ _ _ 

This appropriation establishes a framework for joint Fed­
eral and State efforts to provide for economic development 
of Appalachia. Program investments are made in the Appa-
lacMan Region for wide-ranging assistance including develop­
ment highways and other physical infrastructure, business 
development, and himian resource development. The States, 
acting throtigh the Appalachian Regional Commission, are 
responsible for recommending local and State projects within 
their borders for assistance under this program. Special 
targeting to distressed counties is a part of the State alloca­
tion formula. 

1. Appalachian development highway system.—The Appa­
lachian development hi^way system, including local access 
roads, is designed to improve the accessibility of Appalachia; 
to reduce highway transportation costs to and within Appa­
lachia; and to provide the highway transportation facilities 
necessary to accelerate the overall development of Appalachia. 
The budget for 1996 provides $90 million for highway con­
struction. 

The cumulative status of the system of roads, including 
mileage prefinanced by the States, follows: 
Development systems miles (Prefinanced miles included) (cu-

mulatiw): 
Miles contracted 
Miles completed 
Access Roads (cumulative): 
Miles contracted 
Miles completed 

Funds committed (cumulative-in thousands of dollars): 
Development highway 
Access roads 
Administration and other 

Totals 4.104.782 

Prefinanced by States 
Annual obligations (thousands) 

ISMtctuI ;»5at 

2.276 
2.107 

2.30O 
2.180 

2.325 
2.200 

891 
873 

910 
880 

915 
890 

3.851.354 
215.637 
37.791 

4.037.572 
218.000 
39.391 

4.126.572 
219.000 
40.991 

4.104.782 4.294.963 4.386.563 

212.570 
141.788 

207.400 
236.879 

214.900 
90.000 

Areo development program.—Area development funds are 
provided to each of the Appalachian States by allocation. This 
funding is used to help the regional economy become more 
competitive, while continuing to provide special assistance to 
the Region's most distressed and underdeveloped counties. 

There are three sets of activities in the area development 
program: physical development, human resource development, 
and business deveiopment. Complementing these activities 
arc the Commission's î gional initiatives, which are targeted 
programs that address new opportunities in Appalachia. Past 
initiatives have included telecommunications, tourism, adult 
literacy, industrial competitiveness, and strategic planning. 
The Commission is currently developing a comprehensive 
strategic plan to determine program needs for 1996 and be­
yond. The budget for 1996 provides $89.4 miUion for area 
development. Funding by category is shown below. 

2. Physical development program.—A funding level of $37.6 
million will provide for a wide array of community-based 
projects, including basic infrastructure, local government as­
sistance, community improvement, and housing development. 
Public works projects must either directly relate to job cre­
ation or retention, or be key to implementation of an adopted 
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General and apeeial funds—Continued 

APPALACHIAN REGIONAL COUMISSION—(Continued 

strategic plan. £lxceptions are made for basic services in des­
ignated distressed counties. The 1996 funds are expected to 
provide water and wastewater improvements in about 80 
small communities; provide about 25 community improvement 
and redevelopment projects; assist approximately 900 low-
and moderate-income housing units; and provide assistance 
to all thirteen States to improve the delivery of State and 
local government services. Ilie approximate approved work­
load follows: 

Physical Devetoomcnt Projects. 219 
I39S at 19XtA 

450 169 

3. Human development program.— Â funding level of $26.4 
million for 1996 will enhance the Commission's effort to tackle 
some of the Region's most intractable problems through pro­
grams in education, training, child care, community service, 
health care, and tpWrnnmnnimrinnn/Hiat-jmpp learning. Up­
grading the skills of the workforce as an investment in long-
term economic growth remains a priority of ARCs program. 
Increases in the education level of the workforce and in the 
advamcement of technology, which is achieved through edu­
cation, can be directly correlated to gains in national income. 
Specific program strategies will include assisting the Region's 
poorest areas, where educational opportunities are most lim­
ited, and promoting projects in such areas as math and 
science education, mentoring, school-to-work transition, and 
upgrading ctirricula with telecommunications technology. The 
approximate approved workload follows: 

Human dewfopnent pfpjects. 
13Mtettttl 

120 
m a t ISXH 

261 289 

4. Business development program.— T̂he 1996 budget pro­
vides $20.1 million for business and enterprise development 
This will fund a broad range of programs tailored to the 
needs of the various sub-regions within Appalachia, as well 
as Region-wide initiatives in export and competitiveness strat­
egies for new and existing industries; tourism development; 
enterprise education; and, the development of local small-
and medium-sized businesses. The approximate approved 
workload follows: 

54 
IS9i n t n t 

55 120 Business Oewioonent projects 

5. Locoi development districts and technical assistance pro­
grams.— T̂he multi-county local development districts (LDDs) 
are the mechanism for ensuring that the local governments 
in Appalachia plan and work together on a regional basis. 
They provide competent support staff to member governments 
to plan, initiate, and implement projects at the grassroots 
level. Technical assistance serves to strengthen the LDDs, 
their staff and operations, and their member units of govern­
ment. The 1996 budget provides $4.4 million for the LDDs 
and $900 thousand for technical assistance, with the approxi­
mate approved workload as follows: 

Planning distncts aided 
Technical assistance ptojects. 

I994tctuil 
69 
6 

1395 e t JMC n t 
69 69 
20 9 

6. Salaries and expenses.— T̂he Federal Co-Chairman rep­
resents the Federal Government on the Commission and leads 
in the coordination of the Appalachian program with Federal 
agencies. Since 1989, the Ofiice of the Federal Co-Chairman 
includes an Inspector General. 

The Federal Government contributes 50 percent of the ex­
penses of a professional staff which works with the States 
and the Federal staff in operating the program. The staff 
members are not Federal employees but are employees of 
the jointly-supported Commission. The budget for 1996 pro­
vides $3.6 million for salaries and expenses. 

Olijact Classtficatioo (in thousands of doltars) 

Itentifatiafl 0 * 46-0200-0-1-452 

11.1 
11.5 

11.9 
12.1 
21.0 
23.2 
23J 

24.0 
25.1 
25.2 
26.0 
31.0 
41.0 

99.0 

11.1 
11.5 

11.9 
12.1 
21.0 
23.1 
23.3 

25.2 
26.0 
41.0 

APfWUOIAN REI30NAL COMIISSON 

Direct obligatians: 
Personnel compensatian: 

Full-tinie pemtnem . 
Other personnel compensation 

Total personnel compensation 
Civilian personnel benefits 
Travel and Hanspottation ot persons 
Rental payments tp ottiers 
Conmunications. utilities, and mistellaneaus 

ctiat(es _ 
Printing and leproduction 
Advisory and assistance senrices 
Other services. 
Supplies and materials. 
Egupment 
Grants, subsidies, and contributions 

Subtotal. Appalachian Regional (̂ mmission 
AUJ0CAT10N KCOUm 

Allocation Aca—Direct Obligations: 
Personnel compensation; 

Full-time peimanent . 
Other personnel compensation 

Total personnel compensation 
Civilian personnel benefits 
Trawl and transportation of persons 
Rental payments to GSA 
Communications, utilities, and miscellaneous 

chaties 
Other services _ 
Supplies and materials 
Grants, subsidies, and contributions 

1994 « M l99Si^ 199(«)t 

5S3 793 798 
211 216 79 

794 1.009 877 
124 157 142 
87 151 103 
27 33 34 

2 2 
25 40 
S3 120 124 

206 1.041 55 
10 25 
79 30 33 

27.667 48.427 48.7S0 

29.104 51.033 50.120 

1777 1795 1.32£ 
20 22 22 

1797 1.317 1.348 
213 217 223 
120 146 143 
15 16 17 

2 
416 

1 
187772 

2 
40O 

3 
327J14 

99.0 Subtotal, allocation acct—direct obligahons . 

99.9 Total obligatians 218.440 381.048 

Obligations are distributed as hllows: 
Appalachian Regional Commission 
Department of Agnculhiie _ 
Department of Commerce 
Department ot Defense 
Department of Education 
Department of Energy 
Department of Health and Human Services 
Department of Housing and Urban Development 
Department ot Interior 
Department of Transponahon 
Environmental Protection Agency 
Tennessee Valley Authority 

Personnel Summary 

Uintiliution mdt 46-0200-0-1-452 1994 Ktul I99S nt. 

1001 Total compensable worlqrears: Full-time equivalent 
emptoyment _ 

Truat Funds 

MISCELLANEOUS TRUST FUNDS 

Protram and Financiiv (in thousands of dollars) 

IMntitication not 46-9971-0-7-452 1994 ictui 199Snt. 

Piujpaai by aklniliu: 
10.00 Total obligations 4.587 5.139 

21.40 Unobligated balance available, start ot year: Treasury 
halance -1.030 -1.007 

24.40 Unobligated balance available, end of year: Treasury 
balance i,0O7 668 

39.00 Budget authonty (grass) 4.564 4.800 

Budget authonty: 
60.27 Apprapnalion (trust fund, indefinite) 3.233 4.800 

(00 

130.745 

189.336 330.01S 132i80 

183.OO0 

29.104 51.033 50.120 
31.740 50357 16.150 
2.983 15.820 8.375 

17 16 
4.890 5.137 5.140 

143 
719 918 240 

4714 14.761 9.00C 
45 188 . 

142,233 237.124 89.875 
241 2.594 1.000 

2.111 3.100 3.100 

1996 n t 

1996 nt. 

5.275 

-661 

193 

4.800 
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Spending authonty tram offsetting collections 1.331 

I at oUKatiotB n wttars: 
kai obligahons - -

Obligated balance, stan ol year: Unpaid obligations: 
Treasury balance 

•JlU Obligated balance, end of year: Unpaid obligations: 
Treasury balance 

|)7.n Outlays (gross) 

4.587 5.139 5.275 

974 1,077 1.077 

-1.077 -1.077 -1.077 

4.484 5.139 5.275 

Adjustments to gross budget authonty and outlays. 
Offsetting collechons hom: 

; noo Federal sources 
E 88.40 Non-federal sources 

-570 
-761 

i|L90 Total, offsetting collections 

# 19.00 Budget auttionty (neO 
i 90.00 Outtays (net) -

-1.331 

3.233 
3.153 

4.800 
5.139 

4.800. 
5775 

I As authorized in the Appalachian Regional Development 
* Act the 13 Appalachian States share with the Federal Gov-
•£ emment the administrative expenses of the Appalachian Re-
.̂ gional Commission. 
•I Object Classification (in thousands of dollais) 

IMt i ta ia cMf 46-9971-0-7-152 
11.8 Personnel compensanon: Special personal services 

payments 
12.1 Civilian personnel benehts 
21.0 Travel and transportation of persons 
237 Rental payments to others 
23J Communicahoni utilities, and miscellaneous cnarges 
24.0 Pnnting and reproouction 
257 Other services 
26.0 Supplies and matenals 

EQuipment 

Total obligahons 

1994 Ktual I99Snt. 1996 «t. 

2.433 3 029 3.057 
572 605 702 
95 105 115 

573 660 645 
92 165 115 

112 160 172 
619 295 327 

71 90 92 
20 30 50 

4.587 5,139 5.275 

Act of 1973 to ensure compliance with the Architectural Bar­
riers Act of 1968. Its primary role is to carry out a compliance 
program to ensure accessibility and usability of most Federal 
and federaUy funded buildings by people with disabiUties 
In 1995, the Board will continue to process, mvestigate, and 
resolve complaints of noncompliance. Emphasis is on vol­
untary, amicable resolution of access issues. 

The Board also develops Federal TnininiiiTn accessibility 
guidelines and requirements for the standards under the Ar-
diitectural Barriers Act, and provides technical assistance to 
public and private organizations affected by Federal acces­
sibility regulations. 

The Americans With Disabilities Act (P.L. 101-336) ex­
panded the Board's responsibilities to include (1) developing 
accessibility guidelines for transportation vehicles and facili­
ties, public acconunodations, outdoor recreation, and commu­
nications; (2) implementing technical assistance programs in 
the areas of transportation and public accommodations; (3) 
developing and publishing technical assistance manuals for 
entities covered under Titles I I and I I I of the Act; and (4) 
assisting the Department of Justice in certifying State and 
local building codes to be used to comply with the ADA 

In 1996, $150,000 is for a one-time expenditure to allow 
the Board to purchase and install a new accounting system. 

Object Classification (in thousands of dollars) 

latmitciiicin oM 95-3200-O-1-751 

Personnel compensation: 
U.l Full-time pennanem 
11.3 Other than hill-time permanent 
11.5 Other personnel compensanon ... 

ARCHITECTURAL AND TRANSPORTATION 
BARRIERS COMPLIANCE BOARD 

Federal Fundt 

General and special funds: 
SALARIES AND EXPENSES 

For expenses necessary for the Architectural and Transportation 
Barriers CompUance Board, as authorized by secuon 502 of the Reha-
biUUtion Act of 1973. as amended. [$3,350,0001 $3,656,000: Pro­
vided, That, notwithsunding any other provision of law, there may 
be credited to this appropriation funds received for publications and 
training expenses. (Department of Transportation and Related Agen­
cies Appropriations Act, 1995.) 

Protram and Financins (in thousands of dollars) 

11.9 
12.1 
210 
23.1 
23.3 
240 
25.1 
25.2 
25.3 

26.0 
31.0 

99.9 

Total personnel compensation 
Civilian personnel benefits 
Travel and transportation of persons 
Rental payments to GSA 
Communications, utilihes. and miscellaneous cnarges 
Prinhng and reproduction 
Advisory and assistance services 
Other services 
Purchases ol goods and services from Caitrnnem 

accounts 
Supplies and matenals 
Euuipment 

Total obligations . 

Personnel Summary 

1994 actual 199i nt. I99S nt. 

1.446 1.605 1.626 
247 157 163 
30 20 30 

1.723 1.782 1.819 
396 422 427 
134 146 145 
251 271 278 
111 94 94 
108 142 202 
351 280 300 
107 113 208 

66 66 68 
28 29 100 
18 5 15 

3.293 3.350 3.656 

ideniitRJtion aac 95-3200-0-1-751 

1001 Total comoensaole worliyears: Full-time eouivalent 
employment 

Mentitiuiion codt 95-3200-0-1-751 1994 actual 199S nt. 1996 Kt. 

Program by activities: 
10.00 Total obligations 

HnaiKing: 
25.00 Unobligated balance eipinng 

3.293 

. 55 

3.350 3.656 

40.00 Budget authority (appropriation) 3.348 3.350 3.656 

llaMian of cbligitioRS to outlays: 
71.00 Total obligations 
72.40 Obligated balance, start ot year: Unpaid obligations: 

Treasury balance 
74.40 Obligated balance, end ot year: Unpaid obligations: 

Treasury oalance 
00 -Adiustments in eioiiefl accounts 

3.293 

793 

-679 
-33 

3.350 

679 

-335 

3.556 

335 

-366 

.00 Outlays. 3.374 3.694 3625 

The Architectural and Transportation Barriers Compliance 
Board was established by section 502 of the Rehabilitation 

ARMS CONTROL A N D DISARMAMENT AGENCY 

Federal Fundt 

General and special funds : 
ARMS CONTROL AND DISARMAMENT ACTTVITIES 

For necessary expenses not otherwise provided, for arms control. 
nonproliferation, and disarmament activities, [$54,500,000) 
$76,300,000, of which not less than [$9,500.0001 $17,000,000 is avail­
able until expended only for activities related to the implementation 
of the Chemical Weapons Convention, and of which not to exceed 
$100 000 shall be for official reception and represenution expenses 
as authorized by the Act of September 26, 1961, as amended (22 
u s e . 2551 et seq.)(: Provided, That of the budgetary resources 
available in fiscal year 1995 in this account, $122,000 are perma­
nently canceled: Provided further. That amounts available for pro­
curement and procurement-related expenses in this account are re­
duced by such amount: Provided further. That as used herein, "pro­
curement" includes all sUges of the process of acquiring property 
or services, beginning with the process of determining a need for 
a product or services and ending with contract completion and close-


