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Record Type: Record

To: See the distribution list at the bottom of this message

cc: Bruce N. Reed/OPD/EQOP, Elena Kagan/OPD/EOP
Subject: Background Paper For State Of the Union

MEMO TO NEC AND DPC STAFF

FROM: PAUL WEINSTEIN
RUSSELL HORWITZ

SUBJECT: STATE OF THE UNION BACKGROUND PAPER

Below is a sample paragraph for the State of the Union Backgound Document as well as a list of

the policy ideas currently in the speech. Please draft a paragraph for each initiative in the SOTU

that falls in your policy area. These paragraphs are due to Paul Weinstein and Russell Horwitz by
9:00 AM Monday 26th. There are absolutely no extensions on these paragraphs.

These paragraphs should include budget figures, the number of people who benefit., and a brief
description of the major elements of the program-initiative. This document will only be 8 to 10
pages, so be short but substantive. Paragraphs should not be longer than five sentences. Please
edit your materials liberally.

SAMPLE PARAGRAPH
"Racial Disparities In Health Care

This initiative will address racial disparities in six areas of health care: infant mortality,
breast and cervical cancer, heart disease and stroke, diabetes, AlDs, and immunization. The

proposal includes additional funding ($50 million) to establish public health programs to adapt and
apply their prevention and education strategies to eliminate racial disparities. The initiative also



includes funding ($30 million) for up to thirty local pilot projects to test innovative approaches to
reach this goal."

LIST OF INITIATIVES

Education

Class Size

Teacher Competency Tests
School Construction
Mentoring

Social Promotion

Workforce & Training
Tripled Budget For Dislocated Workers
Gl Bill For Workers

Health Care

Consumer Bill Of Rights
Medicare Pre-65
Tobacco Settlement

Children & Families

Child Labor

Extension of Family & Medical Leave Act
Expanding CCDBG

Expanding CDCTC

Creating Early Learning Fund

Expanding After-School Programs

Strengthening State Child Care Provider Standards
Research and Evaluation Fund

Welfare Reform
Increasing Child Support Collections
Welfare-to-Work Housing Vouchers

Crime & Drugs

Juvenile Justice Crime Bill

Bar under 21s from buying Guns
Sex Offender Sentencing

Campaign Finance Reform and Reinventing Government
McCain-Feingold

Free TV Petition

IRS Reform

Environment

Clean Water Initiative
Climate Change

Food Safety (?)

Race Initiative
EEOC Initiative

Technology




21st Century Research Fund

Human Cloning Ban

Internet Initiatives (global free trade zone, no taxes, no tariffs)
Internet and Children

Restoration of Declaration of Ind., Constitution, Star Spangled Banner
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REEMPLOYMENT ZONES
Draft Jan 22

DESCRIPTION:

We would designate certain suddenly and severely distressed communities as
Reemployment Zones. Inside these zones our current Ul, job training and trade
adjustment programs would be amended to create a seemless reemployment
system with a strong connection to federal, state and local economic development
resources.

DEMO AREAS & TRIGGERS:

Rather than set specific trigger formulas we could initially design this as
competition and ask communities to apply. Among the factors we could consider
would be sudden and severe economic dislocation -- rising unemployment, rising
TAA certs etc. The goal would be to include some communities which have been
adversely affected by changes in the global marketsbu not include communities like
EC/EZs which have a long-term problem.

COMPREHENSIVE SERVICES:

Inside Reemployment Zones we would combine flexible and comprehensive
reemployment services, a committment to capacity building for successful training
systems, economic development assistance from EDA and resources from the
Office of Community and Economic Assistance. We could also seek to leverage the
federal commitment with state and local partnerships. This is especially important
in the economic development arena where the federal government is likely the
smallest player.

ELIGIBLE WORKERS:

Inside reemployment zones we would seek to eliminate the artificial categorical
designations which trigger different benefits and services for different workers
depending on the reasons for unemployment. For example, all workers who could
benefit from long term training would be eligible for two years of training and
income support (if necessary). Short term income support -- for unemployed
workers not eligible for Ul -- would be available to all displaced workers. To sort
out who would benefit from long term training, versus wage insurance versus short
term training, we could use a profiling approach.

INNOVATIVE PROGRAMS:

Reemployment Zones would also enable us to experiment with innovative
approaches to getting people reemployed. These approaches might include wage
insurance, reemployment bonuses, skill grants (for TAA workers). We could insist
that federal economic development & training resources be leveraged with state
and local resources. We would also want to include Capacity building, and
expanded profiling.
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GEOGRAPHIC DESIGNATION:

If we create this as a demonstration program for which communities compete, we
would not specify precise geographic designations. As a general matter, bigger is
more effective but more expensive (especially with income support).

COST :
TBD. Can assume $50 million for training and related issues. How much EDA

commitment do we want?



L Guand
M&M%J

OCQ 1D % Ag et d &
Memorandum to President Clinton Tl As. “:GIQS?E‘
From Benjamin Barber _ ng‘
December 6, 1997 4 PRESIDENT MES SEEH
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Mr. President:

A quick follow-up to my November memo suggesting that the
defeat of Fast Track originated in deep anxieties about
globalism not directly related to free trade.

Why not LINK whatever tax reduction/tax incentives you are
considering, to relieve those adversely affected by
McWorld's global marKets amd—its free trade policies? This
would simultaneously target tax breaks to working Americans
who most need it and make clear your sensitivity to the
special problems globalism creates for workers.

For example: a tax credit for transitional living assistance
and retraining (say for a six month period) for anyone who
can show they have been disemployed by downsizing and/or the
emigration of jobs to foreign labor markets.

This strategy justifies a discretionary domestic tax
reduction by using it to ameliorate the costs of global
trade; it also models an approach that frames domestic and
foreign policy in a larger bridging vision (that critics
wrongly keep saying is absence in current policy-making) .

(opre d
HOWNES

8\96(\\%




December 4, 1997 m‘ e M

MEMORANDUM — — _
Twaw s XYSVNY M»\u\

To: The Prespdent N m —_

From: Nancy Hernreich

Justin Coleman

Re: Memo from Benjamin Barber

Benjamin Barber writes that the defeat of Fast Track points to far deeper American
anxieties rather than simple notions of neo-protectionism, anti-business sentiment, or resurgent
Union power. He believes many Americans have reservations about the new global marketplace
being governed by undemocratic forces that are unconcerned with American values.

He suggests that asserting leadership to fill this void could be the hallmark of the second
half of your second term. He recommends a government-business-labor-NGO partnership aimed
at democratizing the international environment of global business and trade.

. copre ¢
Bowl e s
S
Gene S
Q‘Q\\ﬂﬂ’\



~Semfidemrtiar Memorandum to President Clinton
From: Benjamin Barber
Date: November 12, 1997

AT ?’QES{M,?&? (5155
Mr. President: |‘6“c]6

I regret the defeat of Fast Track, but want to suggest that
it points to far deeper American anxieties than are captured
by easy political phrases like "neo-protectionism" or "anti-
business sentiment" or "resurgent Union power" in the face
of the Democratic Party's funding crisis.

I believe many Americans, incduding businessmen, have deep
and well-grounded reservations about a global system (my
"McWorld") that seems to be governed by nondemocratic, even
anarchic, forces wholly unconcerned with American values or,
indeed, the values of global responsibility and democracy.
These are not fears about having to move out and compete
beyond America's borders without protectionist shields; they

are fears about a marketplace that is increasingly
impervious to democratic rnan abroad.
<

The Democratic Party cannot and should not be protectionist
or antibusiness: it needs to support entrepreneurship,
market competition and the productivity of capitalism, and
it must trust its capacity to flourish in international
competition. But_it must be anti-monopolistic, anti-cartel

and_anti-anarchy -- values that responsible business people
and corporate CEOs can share -- and it has to support

business in the context of humane and just values.

Pat Buchanan in this country as well as right-wing populists
abroad (LePen in France, Haider in Austria) have
demonstrated how easy it is to play on the fears of ordinary
people about a global economy out of control and ignite a
pernicious and irrresponsible but highly effective politics

orporate accountability and global democracy, such fear-
ongering_can only become more and more successful.

(if fear. But in the absence of a responsible politics of
c

Is this not the time to really consider how we can "get
beyond McWorld" without reverting to Jihadic reaction?
Protectionism is not an adequate response to globalism, but
it is what we get in the absence of an adequate response.
The politics of fear cannot meet the of the new
interdependence, but without a politics of humane hope built
around democratic interdependence, we will get a vicious and
cloistered paranoia built around undemocratic exclusion, a
politics of equusion and scape-goatism aimed at immigrants,
minorities, guest workers and foreigners. Protectionism only
succeeds when other approaches to protecting American

interests and values fail.
DETERMINED TO BE AN ADMINISTRATIVE
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My own conversations with corporate leaders persuade me that
many of them are also concerned with the untoward
consesequences of runaway global markets, and would not view
a thoughtful government strategy as "anti-business.
Especially if they were included in the discussions to
design such a strategy.

Leadership in this domain, filled with the promise of global
prosperity and democratic interdepedence but simultaneously
stalked by the most dangerous kinds of totalistic profit-
mongering on the one hand, and reactionary parochialism on
the other, could be the hallmark of your leadership in the
second half of your second term.

-Linking domestic and foreign policy, speaking to business
and labor alike, you could overcome the false divisions that
enemies of the Democratic Party are trying to "discover" in
the Congressional and White House branches of the Party.
Responding with affirmative strategies of international
democratization to America's deepest fears, you can offer a
theme for the Millennium and an opportunity for Democratic
successes in the 1998 and 2000 elections.

"Fast track" was an unfortunate phrase, because people fear
that the global economy already is moving too fast, getting
too big; and because they want to slow down and deliberate
and assure that changes are not taking place that will be
irreversible. The_Justice Department's confrontation with
Microgsoft js the opening round in a worthy batEle with "too
hig." Perhaps the defeat of fast track can be turned from a
disaster into an opportunity by making it the opening round
of a worthy battle with "too fast" -- whether it's too fast
food, too fast computers or too fast trade treaties that
invite changes whose consequences we haven't fully
considered.

"Slow" here may mean more deliberative, better able to
understand and assuage fears, more ready to think about
untoward consequences. We rightly embrace "cooling off"
periods in labor disputeg. How about a "sIow" down in
economic and trade policy concerned with McWorld aimed at
really considering the long-term consequences of processes
over which, all too quickly, we will inevitably lose
control?_How about a government-business-labor-NGO
partnership aimed at democratizing the international
enviranment of global business and trade?

Every defeat is also an opportunity. Surely, this is one
worth seizing. '
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THE STATE UNIVERSITY OF NEW JERSEY Department of Political Science
Hickman Hall « Douglass Campus
New Brunswick « New Jersey 08901-1568
(732) 932-6861, Fax: (732) 932-1922

Walt Whitman Center for the Culture and Politics of Democracy

Melanne Verveer Dhrector:
Benjamin R. Barber
Deputy Assistant to the President Whitman Professor of Political Science
And Deputy Chief of Staff to the First Lady
The White House
1600 Pennsylvania Avenue, NW
Washington, DC 20500

November 12, 1997
Fax: 202-456-6244
Dear Melanne:

Enclosed is a confidential memo for the President that treats the Fast Track defeat
as on opportunity. I would be grateful if you could get it to him. At his (and your)
discretion it could also go to others, including Sid Blumenthal.

I will be seeing Ellen next month on the Millenium Project.

[ hope all is well.

Best wishes,
Bon

Benjamin R. Barber
Director

BRB:nal;%.

Enclosure: Confidential memorandum to President Clinton
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Record Type: Record

To: Dorothy Robyn

cc:
Subject: Trade Adjustment

Was disappointed in the meeting today although | felt that it was clearly
productive. Will work with Chester but he's obviously working to please the
Regional Directors {and Phil is afraid to challenge him). When Chester

rejected Kim's suggestion to adjust the amount allocated to the Regional

Offices because his appropriators needed to know how much money was going to
their areas, | said to myself that this is going to be more difficult than it

need be.

By way of background, for the first 15 years of the 22 yr. life of the Title IX
program, there was no allocation of funds to the Regional Offices. It was
intended to be a rapid response program to the most severe dislocation wherever
they happened to occur. When the Agency had some life, the Regions would
compete for the funds working to put together the best possible proposals for
dislocations in their regions. By the late 80s/early 90s, the Agency had
atrophied so much that the Regions had a hard time coming up with viable
projects for their allocations of Title | and Il dollars much less expend the
additional effort to compete for a national pool of funds. An allocation was
viewed by Hdgts. as a means of making sure that every region would shoulder
some of the responsibility for getting what little money they had out of the
door.

While | realize (I hope) that the $9 million of planning funds would not be
allocated to the Regions, it does reflect a certain stale rigidity which are
not synonyms for the terms David was using at the meeting.



Kimberly A. Newman
‘ 11/20/97 04:33:30 PM

Record Type: Record

To: Dorothy Robyn/OPD/EOP

cc: jonathan orszag/opd/eop, louisa koch/omb/eop
Subject: Re: Trade Adjustment i

| agree with Paul's assessment. | have been talking about the "irrational” allocation method of Title
IX funds with Jon and Phil. It seems ridiculous that a program, whose sole purpose is to respond
to sudden and severe economic downturns, has any pre-set regional allocations at all. | am fully
supportive of a more discretionary approach to spending Title IX money. Let me know what | can
do.
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Record Type: Record

To: Gene B. Sperling/OPD/EOP
cc: Ann F. Lewis/WHO/EOP, Lael Brainard/CEA/EOP, Jonathan Orszag/OPD/EOP, Russell W.
Horwitz/OPD/EOP

Subject: Trade & Community Economic Development Adjustment Initiative

Attached is a quick update of the community-adjustment proposal | wrote up last week but which
you had not seen; it puts more flesh on the bones of OEA and EDA, which to me are the key to this
approach. Based on our conversation of last evening, | will flesh out the OEA piece still more;
expand on the NADBank component; and add in some of the other suggestions, such as additional
Export Assistance Centers and expanded SBA assistance.



TRADE & COMMUNITY ECONOMIC ADJUSTMENT INITIATIVE
September 30, 1997

Background: The Administration has had considerable success in helping regions hurt by
defense downsizing through its coordinated, community-based approach to providing
economic adjustment assistance. Initially developed to respond to communities
experiencing a military base closure, this approach has been used effectively as well in
regions suffering from defense industry cutbacks. Three features distinguish the approach:

Focus on community organization and planning: Staff from DoD’s superb Office
of Economic Adjustment intervene early to help a community organize itself and
develop a credible economic adjustment strategy. In addition to providing generous
planning grants, OEA staff help communities access other sources of federal
assistance as well as state, local and private resources.

Targeted support for implementation: Defense-impacted regions have received
dedicated funds for worker training/assistance from the Department of Labor, and
for economic development (primarily infrastructure grants and revolving loan funds)
from Commerce’s Economic Development Administration. Other sources of support
include: DOT funds for converting military airports to civilian use, SBA loan
guarantees, and competitively awarded R&D grants from DoD and elsewhere.

Close interagency coordination: Although the NEC coordinates the
Administration’s defense economic adjustment policy, day-to-day implementation is
coordinated through an interagency committee established in 1970 and formalized by
executive order in 1992. OEA effectively chairs this group, and each OEA
staffmember is responsible for coordinating with one or more participating agencies.

Proposal: Undertake a Trade & Community Economic Adjustment Initiative modeled after
the Administration’s defense economic adjustment effort. At a minimum, the initiative
would a) establish a mechanism for better interagency coordination of trade adjustment
assistance and b) detail OEA staff to the Department of Commerce and give them the
resources to award planning grants and provide on-site expertise and help in accessing
federal funds for implementing the adjustment plan. Existing programs such as EDA
grants, SBA loan guarantees and NADBank would be part of any community-adjustment
option. A more ambitious initiative would make additional, dedicated EDA resources
available for trade-impacted communities.

Interagency Coordination: Establish a President’s Interagency Trade and Economic
Adjustment Committee, chaired by the Secretaries of Commerce and Labor and
staffed by OEA project managers on detail to and funded by the Commerce
Department. (To avoid delay, this should be done by executive memorandum rather
than EO.) The committee’s mandate would be to improve outreach to and assistance
for trade-impacted regions.



Planning Grants and Expertise to Help Communities Develop an Economic
Adjustment Strategy: Provide funds to allow detailed OEA project managers to
award planning grants and help trade-impacted communities bring the appropriate
local groups to the table to develop a credible economic adjustment plan. Project
managers also would help communities tap into federal funds for worker training,
economic development and other implementation activities. (Estimated cost: $10
million/year) [See OEA attachment for more detail.]

Targeted Support for Worker Training, Business Assistance and Economic
Development: Trade-impacted communities currently can receive funds for
economic adjustment activities under several programs dedicated to trade adjustment,
including DOL’s Trade Adjustment Assistance (TAA) and NAFTA-TAA programs;
the North American Development Bank (NADBank); the Community Adjustment &
Investment Program (CAIP); and Commerce’s Trade Adjustment Assistance Centers
(see program descriptions, attached).

Trade-impacted communities also can apply for EDA Title IX funds (technical
assistance, revolving loan funds, infrastructure grants) and SBA loans and loan
guarantees. EDA is the single most valuable source of federal assistance for
implementing an economic development plan. However, EDA’s funds (which have
been critical to defense adjustment) are heavily oversubscribed.

Options: The Administration could pursue the Trade-Impacted Community Adjustment
Initiative in one of three ways. The key difference has to do with the level of funding for
EDA.

Option 1 would request no new funds for EDA; the Administration would simply try
to do a better job of serving trade-impacted communities using existing resources
(and the steps described in the first two bullets above).

A second option would be to give trade-impacted communities priority in the
allocation of scarce economic development funds -- notably EDA Title IX funds.

A third option would be to request additional, dedicated EDA funds for trade-
impacted communities. (Estimated cost: $10-50M/year)

EDA’s appropriators would oppose Option 2, as borrowing from Peter to pay Paul. Thus,
realistically, the choice is between Options 1 and 3.



ATTACHMENTS

Office of Economic Adjustment

President’s (Defense) Economic Adjustment Committee
Selected Program Descriptions

a. NADBank/CAIP

b. Trade Adjustment Assistance Centers
c. EDA economic adjustment programs

Details on Option 3 (EDA funds dedicated to trade economic adjustment)

a. Budget
b. Community Assistance Scenario
c. Communities Assisted per Year

Eligibility Criteria



Office of Economic Adjustment

A key ingredient in the Administration’s successful defense economic adjustment strategy
has been DoD’s Office of Economic Adjustment. OEA was created in 1961 to help
communities cope with military base closures, and that has been its traditional role.
Typically, OEA helps communities organize a planning group, provides a planning grant,
guides the group through government requirements for base closures, and helps it develop a
"reuse" plan for redevelopment of the base.

With the end of the Cold War, OEA’s responsibilities have expanded to include help for
communities hit by closings and cutbacks of defense plants. For example, in St. Louis,
where McDonnell Douglas laid off 30,000 workers, OEA was instrumental in helping the
region develop a broad strategy for worker adjustment and firm diversification.

OEA’s superb reputation is due to several factors:
Intervention typically comes early, before serious impact has occurred,

OEA staff catalyze a local, grassroots adjustment planning process, using planning
grants as financial carrot to get all key stakeholders at the table;

OEA’s 30 project managers are economic adjustment experts, with skill at helping
communities create an appropriate economic adjustment strategy or vision;

OEA is at center of network of federal adjustment specialists, and skilled at helping
communities tap into JTPA, EDA and other programs at the appropriate time.

Because OEA’s focus is on the planning stage, it does a lot with relatively few resources: a
single OEA project manager oversees 3-4 communities simultaneously. And planning
grants (which are typically staggered over several years) are in the range of $500,000-$3
million per community.

As part of a Trade & Community Economic Adjustment Initiative, [6-8] OEA staff would
be "detailed" (either physically or in a virtual sense) to the Department of Commerce.
Although Commerce would host and pay for them, OEA staff would retain the key
characteristics that make their organization so effective within DoD: small, flexible and
with a focused mission on planning.

An individual project manager would handle 3-4 trade-impacted communities. Their major
function would be to: make early and frequent site visits to trade-impacted communities;
provide planning grants; using those grants as the carrot, bring the key local stakeholders to
the table and help them develop a credible economic adjustment plan; assemble a federal
team representing the agencies with resources appropriate to a particular community and
(where desirable) bring the team to the community.
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PRESIDENT'S ECONOMIC ADJUSTMENT COMMITTEE
AND
DEFENSE ECONOMIC ADJUSTMENT PROGRAM

Introduction

On January 15, 1992, the President signed Executive Order (E.O.) 12788. This Order updates and replace
E.O.12049. It reaffirms the President's Economic Adjustment Commitiee (EAC), established in 1970, and
the Defense Economic Adjustroent Program. It also incorporates stanrtory requiremnents for this Program.

Background

The Program was established in 1961 by the Secretary of Defense to help mitigate adverse effects of
Defense closures and contract cutbacks. The Commuttee was first designated as the President's Interagency
Economic Adjustment Committee in 1970 by an Executive Memorandum. This Committee and Program
were subsequently formalized in 1978 under Executive Order 12049, "Defense Econoric Adyusuncnt
Program,” which broadened program support to include Defense expansion.

Composition

The Chauir is the Secretary of Defense. The Vice Chair is the Assistant Sécretaxy of Defense who oversees
the Office of Economic Adjustment (OEA) which serves as the Committee staff. The Committee 1s
presently composed of 23 Cabinet-level departments and agencies. “Three levels of representation are:

Members - Department and agency hea.ds. They meet at the discretion of the Chair. Also, they or
their designee, formally identify the Members of the Advisory and Working Groups for their
respective departments or agencies.

Advisory Group - Undersecretaries or their equivalent. They address policies peculiar to member
departments and agencies and appropnate support to be given to the Defense economic adjustment
program.

Working Group - Department and agency officials who can address the daily technical and
program issues of the community Defense economic adjustment projects.

Committee Functions

Mandate - The Committee gives prionty consideration to requests for Federal technical assistance,
financial resources, excess or surplus property, and other requirements for communities adversely
affected by Defense program changes. These changes include: military base closures and
realignments, new military bases and expansions, and Defense contract reductions. Commuttee
program support is also given to projects addressing the encroachment of incompauble
development around military wnstallations.

(over)
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Benefits - The Committee and the affected community mutually benefit from their coordinated
efforts. EAC assistance helps Defense impacted communities proceed quickly toward economic
recovery. Member agency program objectives are attained through coordinated ecanamic
adjustment assistance programs.

Meetings - Normally, the Working Group meets to address the operational matters of the Defense
economic adjustment program and individual community nceds. They are apprised of current
Defense impact situations and their support is requested.

Member and Advisory Group meetings are held when policy decisions are required, or immmediate
Committee support is needed to offset impacts caused by critical program changes.

Task Forces - When required, Committee task forces can be created to support major economic
adjustruent problems or new initiatives. Task forces may be organized at the headquarters level,
but are more likely to be formed in the Federal regions.

A task force may be established on the recormendation of a membes agency or by an OEA project
manager with the concurrence of the OEA Director. Notification occurs through a memorandum
from the Director to the appropriate Federal agencies at headquarters, requesting the designation of
3 point of contact to support the project. The memorandum includes a brief explanation of the
need and expected agency participation level.

OEA Support to EAC And Defense EAP

Each member of the OEA staff is assigned to one or more EAC ageﬁcies for policy coordination and

program liaison purposes. Each apprises the other of project support requirements or program funding
potential. '

OEA project managers identify, as early as possible, EAC support requiréments. OEA transmits these
requirements to the EAC for consideration in current and following year budgets.
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The NAFTA North American Development Bank (NADBank):

In mid-1994 agreement was reached between the U.S. and Mexico on two new organizations to
support border environmental clean-up and to provide support for community adjustment and
investment related to NAFTA. The Border Environment Cooperation Commission (BECC) was
developed to help border states and local communities in coordinating, designing and financing
environmental infrastructure projects with cross-border impacts. The North American
Development Bank (NADBank) was created to address two problems: the financing of border
environmental projects and adjustment assistance to address NAFTA-related community trade
adjustment problems. NADBank was provided with funding that should support $2 to $3 billion
worth of projects over four years, however, only ten percent of its funds were to be allocated to
the Community Adjustment and Investment Program (CAIP).

NADBank CAIP assistance is limited to loans and loan guarantees to businesses located in
communities designated as eligible for assistance under the CAIP. There is no authority for
supporting community capacity building, planning or technical assistance, and no provision for
funding of infrastructure improvements to support local economic conversion in areas hard hit by
import impacts when such areas aren't part of the NADBank border program. Only three loans or
loan guarantees have been provided under the NADBank CAIP in the three years of its-existence.

The Treasury Department made its first designations under the CAIP on August 1, 1997, when it
designated 35 communities as eligible, which should make it possible for companies in those
communities to apply for CAIP assistance. To be designated as eligible for the CAIP, a
community must provide evidence of two factors: first, it must demonstrate job losses associated
+with the passage of NAFTA and second, it must suffer from an unemployment rate significantly
higher than the national rate. The job loss test can be met by having a significant number of
recent Department of Labor TAA worker group certifications, or by showing the loss of a
significant number of jobs to business relocations to Canada or Mexico. At this point, the CAIP
can only be viewed as an experiment.



Trade Adjustment Assistance for Firms and Industries:

The Department of Commerce has implemented the Trade Adjustment Assistance (TAA)
Program for Firms and Industries since the late 1970's. (See attachment B - a detailed program
description and fact sheet.) Although funding for the TAA Program for Firms and Industries has
fluctuated significantly over the years and responsibility for the program has been transferred from
EDA to the International Trade Administration (ITA) and the back to EDA, the program has
proven itself to be an efficient and effective way to help U.S. firms and industries injured by
imports regain the ability to compete in the global marketplace. While the program included loan
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and loan guarantee authority in its early years, those authorities were later eliminated because they
were cumbersome to implement and firms were generally able to obtain conventional financing
once they had developed and implemented their Adjustment Proposals.

Most of the assistance provided under the TAA Program for Firms and Industries has been
provide through a network of twelve Trade Adjustment Assistance Centers (TAACs) which
provide direct, hands-on assistance to trade injured firms. The TAAC:s, established in 1978, were
among the first government-sponsored providers of comprehensive assistance to manufacturers to
help them improve their operations. TAACs work with firms to help them complete the necessary
documentation to become certified under the program, develop a comprehensive Adjustment
Proposal that identifies the company’s strengths and weaknesses as well as the steps they need to
take to become competitive, and then implement the proposal, generally through the cost-shared
(50/50) hiring of outside consultants with expertise in the necessary business discipline. While
the majority of TAACs are overseen by university-based entities, three are sponsored by private
non-profit organizations, one by a state agency and one by a regional manufacturers' association.

The assistance provided through the TAACs is unique in a number of ways. First, unlike most
business assistance programs, manufacturers must demonstrate injury due to imports and go
through a certification process. Since they must have suffered lost sales and employment and
those losses have to be at least partly due to increased imports of like or directly competitive
products, firms receiving assistance from the TAACs are generally facing declining fortunes. This
s another difference between the TAA Program and other business assistance programs that
generally work with either start-ups or healthy firms seeking to improve operations. Because of
the generally weak condition of their client firms, the TAACs also tend to work with their clients
for a longer period of time and provide a higher level of assistance. It is not unusual for a TAAC
to work with a client for over three years and to provide over $100,000 in cost-shared consultant
assistance to the firm.

In spite of the condition of the clients when they enter the program, however, the results of
TAAC assistance have been impressive. A TAAC analysis of 651 firms completing assistance
under the program between FY 1990 and FY 1996 showed that while sales had declined 11
percent (from $7.3 billion to $6.5 billion) in the two years prior to entering the program, they had
increased 40 percent (from $6.5 billion to $9.1 billion) after receiving assistance. Employment
also showed significant recovery, having dropped nearly 15 percent in the period before the firms
entered the program and then recovering nearly 14 percent after assistance.

While recent years have seen limited funding going into industry assistance efforts because of
reduced appropriations for the TAA Program for Firms and Industries, there have been a number
of innovative and effective industry-government cooperative efforts undertaken through the
program. Among the industry projects funded were the original American Electronics
Association (AEA) and Semiconductor Industry Association (SIA) representative offices in J apan
working to resolve trade issues with that nation; initial funding for the Tailored Clothing
Technology Center (TC2) developing automated apparel technology on behalf of the U.S. apparel

4.
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industry; and a program with the Gear Research Institute to develop austempered ductile iron
materials technology as a lower cost, lightweight and strong material for drive train applications.
The TAA program for Firms and Industries should be viewed as the U S, Government’s
“turnaround” consulting program for trade injured companies and industries, and a major source
of support for community business retention efforts.
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Economic Development Administration:

The Economic Development Administration (EDA) was established under the Public Works and
Economic Development Act of 1965, as amended (42 USC 3121 et seq.), to generate new jobs,
retain existing jobs and stimulate industrial and commercial growth in economically-distressed
areas of the United States. EDA assistance is available to rural and urban areas of the Nation
experiencing high unemployment, low-income levels, extensive poverty, outmigration, or sudden
and severe economic distress.

The basic principle underlying all EDA programs is that economic development is a local process
that must be based on locally identified economic development plans and/or adjustment strategies.
EDA works in partnership with state and local governments, regional economic development
districts, public and private non-profit organizations and Indian tribes to support local
development efforts. EDA's capacity building tools (planning, technical assistance, economic
adjustment strategy and technical assistance, national technical assistance and research, and trade
adjustment assistance) are used to provide communities with the resources needed to support the
development and implementation of a comprehensive approach to the rebuilding of the local
economic base. The Agency then uses its other program tools (public works, economic
adjustment infrastructure and revolving loan funds) to support local efforts to implement their
economic development programs. (See attachment A - EDA Fact Sheet and Program Booklet)

While originally created to address areas of the country suffering from general long-term
economic decline, EDA's role in recent years has evolved to include a significant component of
strategic adjustment assistance to help communities deal with defense cutbacks and natural
disasters. The Agency has demonstrated effective coordinated use of its multitude of program
tools in helping communities meet the challenge of significant short-term negative economic
dislocations. A recent study of EDA's public works program conducted by a consortium led by
Rutgers University, for instance, showed that for every $1 million of funds EDA provided under
its public works program, over $10 million in private investment were leveraged resulting in the
creation of 327 jobs at an EDA cost of $3,058 per job.



Chapter 4 - Adjustment Assistance for Communities. The major program tools that would be
brought to bear on trade injured communities include:

. Planning/economic adjustment strategy funding to provide the framework and support
for the creation of a comprehensive community adjustment planning process that will
involve local officials, business leaders, labor organizations, citizen groups and other
interested community players in the development of an adjustment strategy for the
rebuilding of the local economy. For example, EDA provided a $45,000 grant to the City
of Yuma, AZ, to prepare a comprehensive economic development strategy covering
neighboring communities in Yuma County to emphasize industrial diversification linked to
economic development in adjacent Mexican towns.

. Technical assistance support to evaluate the feasibility of proposed investments and to
provide assistance to meet specific technical needs of the strategy such as an

6-
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environmental assessment or financial restructuring. In Owensboro, KY, for instance, a
$16,000 technical assistance project to prepare an airport industrial park master plan led to
the funding of an infrastructure project to provide improvements to support the Mid
American Air Industrial Park.

Public works/infrastructure investments to meet the development needs of a
restructured economy including industrial or commercial site development, incubator _
buildings, skill training centers or improved water and sewer systems. EDA provide the
City of Mission, TX, and Mission Economic Development Authority with a $1,500,000
public works grant to provide infrastructure improvements to develop a 90-acre industrial
area to meet the need for new and expanding industrial and commercial business
development. The Mission area has been hard hit by peso devaluations that hurt its retail
trade and harsh freezes that devastated the citrus industry.

Revolving loan funds (RLF's) for business assistance and infrastructure needs not met by
the CAIP. While we would expect the comprehensive Community Trade Empowerment
Initiative to play a significant role in developing investment opportunities for the CAIP,
there may also be gaps in the financial resources available to these communities that only a
RLF could meet. In St. Louis, MO, EDA provided a $1,350,000 RLF grant as part of a
defense adjustment effort to develop creative responses to meet the significant impacts on
the local defense industry caused by defense procurement cutbacks. The RLF is targeted
to providing assistance for small and medium-sized defense contractors seeking to
diversify their businesses away from dependence on defense contracting.

Trade Adjustment Assistance (TAA) for Firms and Industries Program authorities
will be used to provide assistance to trade injured companies in these communities to
"develop and implement a comprehensive Adjustment Plan to restructure their firm and
regain the ability to compete in the global marketplace, and to help industries facing
growing imports undertake collective activities to help their member companies compete
more effectively. The TAA Program helped a western provider of high quality
electroplating and metal finishing services to the aerospace and micro-electronics industry
who was losing sales to both Mexican and Asian companies. Employment had dropped
from 27 to 18 while sales and profits were eroding. Company and TAAC staff developed
a recovery strategy based on both addressing pressing environmental problems while also
lowering production costs and expanding production capabilities. With TAAC assistance,
a new water and metal reclamation system was developed which allowed the firm to
isolate its operation from the city sewage system and reclaim metals in a useful form. Asa
result of the assistance, sales increased by over 25 percent, profitability was restored and
employment has grown to 30.

Is being used
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POSSIBLE POLICY IDEAS FOR JOB CREATION AND

TRADE-ADJUSTMENT ASSISTANCE PLAN
October 4, 1997

I. Reauthorization of TAA:

REAUTHORIZE TAA AND NAFTA-TAA FOR FOUR YEARS. The Senate
Finance has approved an extension of TAA and NAFTA-TAA for two years.
(TAA and NAFTA-TAA expire September 30, 1998.) The Finance
Committee paid for NAFTA-TAA extension by extending a processing fee
($5) for commercial passengers entering the U.S. from Mexico, Canada, and
the Caribbean. The fee would be extended for a time period sufficient to pay
for the two-year extension. The Administration would propose the
reauthorization of TAA and NAFTA-TAA through fiscal year 2002.

o CBO estimates the costs of the NAFTA-TAA extension for four years
at about $102 million. While TAA extension costs $1.26 billion over
four years, it does not require offsets since it is already included in the
baseline.

/l. Possible Improvements to TAA:

Legislative Changes:

2.

GIVE WORKERS IN FIRMS WHICH SHIFT PRODUCTION TO ANOTHER
COUNTRY TRADE ADJUSTMENT ASSISTANCE. Under TAA, workers may
only be certified for assistance if their firm is adversely affected by imports.
Under NAFTA-TAA, workers may be certified if either their firm is adversely
affected or their firm shifts production to Mexico or Canada. This proposal
would give workers in firms which shift production to another country trade
adjustment assistance.

o Covering shifts in production under TAA, as well as NAFTA-TAA,
would cost $69 million per year or about $345 million over five years.

MODIFY WAIVER FOR TRAINING REQUIREMENTS FOR TAA AND
NAFTA-TAA SO THAT THEY ARE SIMILAR. Theoretically, TAA requires that
a participant be enrolled in training in order to qualify for income support, but
waivers are granted very often. In contrast, there is no waiver authority
under NAFTA-TAA. As part of reauthorization, the Administration could
propose to narrow waiver authority under TAA and loosen it under
NAFTA-TAA. This would serve to both reduce the abuse of the waive
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provision under TAA and to harmonize the two programs.

. The costs of this proposal are still being determined, but it is likely
revenue-neutral. This proposal could also be done administratively.

Administrative Changes:

4,

CUT CERTIFICATION TIMES BY ONE-THIRD. In order to cut the certification
time from 60 days to 40 days, the Department of Labor will take the
following four steps: (1) reduce investigator caseload to allow for more
timely follow-up in obtaining relevant company and customer data; (2)
develop an enhanced in-house system for tracking import trends and
performing import-impact analysis; (3) reduce the amount of time from 21 to
14 days between the day the Labor Department requests and receive data
from companies; and (4) reduce the length of the customer survey from 21
to 14 days.

. Technological improvements as well as possible staffing increases will
allow the Department to assemble, review, and analyze investigative
data and information in a more timely manner. The total cost for these
improvements would be $2.5 to $3 million over five years.

IMPLEMENT PERFORMANCE MEASURES FOR TAA/NAFTA-TAA
PROGRAMS. The Labor Department does not receive information on how
workers do after they participate in either TAA or NAFTA-TAA programs. To
ensure that the programs work effectively, the Labor Department is
developing and implementing performance measures, and collecting
outcome-based performance data for workers who receive adjustment
assistance. This will permit better tracking of TAA/NAFTA-TAA program
effectiveness, and thus, improved outcomes for participants.

o These performance measures can be accomplished within current
administrative cost and program budget limitations.

lll. Community Adjustment Assistance and Expansion of Trade
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Adjustment to Include Secondary Workers:

6. $200 MILLION TO EXPAND EDA SO THEY CAN EFFECTIVELY DEAL WITH
TRADE ADJUSTMENT. Expand EDA’s budget by $200 million over the next
five years, so that they could provide comprehensive economic development
assistance to regions affected by major plant closings. Some priority could
be given to trade-impacted regions.

. So that EDA could provide more comprehensive economic
development assistance, including trade-impacted areas, the
Administration would propose expanding EDA’s budget by $200
million over the next five years.

7. CREATE COORDINATING BODY TO DEAL WITH TRADE ADJUSTMENT.
DOD's Office of Economic Adjustment (OEA) was the Administration’s first
point of contact with communities experiencing a military base closure or
defense plant closing. Learning from the defense conversion experience, we
would create an OEA-type body to coordinate the Administration’s response
to trade-impacted regions by working with Labor, Commerce, SBA, Treasury,
and other government entities. This group would provide planning grants
and expertise to help communities develop credible economic adjustment
strategies. They also would bring the appropriate state, local and federal
groups to the table to provide adequate resources for implementing plans.
The expert staff at OEA could be detailed to this body to help trade-impacted
regions and workers.

. The Administration would propose $50 million over five years for
funding this coordinating body.

Secondary Workers:

We are currently working with Congressman Becerra on a package to cover
secondary workers under the Trade Adjustment Assistance program. Our
discussions have focused on providing more dislocated worker funding for
secondary workers. We are also working to initiate an informational campaign to
increase the take-up rate of dislocated worker benefits by secondary workers.
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IV. Job Creation Initiatives (Combined With Proposals Outlined in
Section ll):

8.

10.

MAKE FLEXIBLE FUNDING AVAILABLE FOR SECOND-ROUND URBAN
EMPOWERMENT ZONES. The Administration would request $100 million
per year -- or $500 million over five years -- in grant funds for second-round
urban EZs. This funding could be used for a wide range of activities,
including economic development and housing projects, project-based rental
assistance, and job training. Although the Administration requested $100
million in flexible urban EZ funding for FY 1998, the FY98 VA-HUD
conference report includes only $5 million in EZ planning funds, with no
guarantee of actual program funding for FY 1999,

o Providing flexible funding for the second-round of urban Empowerment
Zones would cost $100 million per year, or $500 million over
the next five years.

EXPAND THE YOUTHBUILD PROGRAM. YouthBuild provides high school
dropouts 16-24 with general academic and job skills training, as well as
apprenticeships constructing and rehabilitating affordable housing. The FY
1998 VA-HUD conference report will likely include $35 million for
YouthBuild. This proposal would provide, beginning in FY 1999, an increase
of $10 million per year for YouthBuild (above the FY 98 conference level).

. Expanding the YouthBuild program would cost $10 million per year or
$50 million over five years.

CREATE OPPORTUNITY AREAS FOR OUT-OF-SCHOOL YOUTH. The
Administration requested and continues to advocate strongly for $250 million
in competitive grants to selected high-poverty urban and rural areas,
including designated EZs and ECs, to increase youth employment. The
House Labor-HHS-Education Appropriations bill includes $100 million in
forward funding for FY 1999; the Senate bill $250 million (also forward
funded).

. The Administration would work to ensure that the out-of-school youth
program receive $250 million per year or $1.25 billion over the next
five years.
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11. $250 MILLION IN DISLOCATED WORKER FUNDING. In order to provide
training to more dislocated workers, the Administration would increase
funding for the dislocated worker program.

.. The Administration will propose a $50 million increase in JTPA Title Il
in our FY99 budget. Between FY99 and FYOS3, this expansion of
dislocated worker funding would mean an additional $250 million of
resources for dislocated workers.

12. $500 MILLION IN WELFARE-TO-WORK TRANSPORTATION FUNDS. The
Administration requested $100 million for an unspecified number of projects.
The initial House bill provided $42 million for 10 projects. The Senate transit
legislation reported by the Banking Committee fully funds the President’s
request. To help move people from welfare-to-work, the Administration will
continue working to secure full funding for welfare-to-work transportation

funds.

J The Administration will work to ensure that welfare-to-work
transportation funds receive $500 million over the next five
years.

13. PERMIT STATES TO SET ASIDE ON-THE-JOB TRAINING POSITIONS FOR
WELFARE RECIPIENTS AND EZ/EC RESIDENTS ON FEDERALLY-FUNDED
HIGHWAY PROJECTS. The Administration would work to permit states to
set aside on-the-job training positions for welfare recipients and residents of
EZ/ECs on Federally-funded highway projects. This NEXTEA provision is not
included as proposed in either the House or Senate transportation bills,
although the House bill does include a preference for welfare recipients.

° The annual cost of this proposal is zero.

14. $250 MILLION TO OPEN ADDITIONAL JOBCORPS CENTERS AND IMPROVE
EXISTING ONES. JobCorps centers provide basic education, training, work
experience, and other support to economically disadvantaged youth typically
from debilitating environments. The Administration would propose to
increase funding for JobCorps so that additional centers could be opened and
existing centers could be improved.

. The Administration would propose a $50 million increase in JobCorps
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15.

funding -- over five years, that’s an additional $250 million.

$225 MILLION FOR CDFIs TO EXPAND THE AVAILABILITY OF CREDIT IN
DISTRESSED URBAN AND RURAL AREAS. The Community Development
Financial Institution (CDFI) fund is designed to expand the availability of
credit, investment capital, financial services, and other development services
in distressed urban and rural communities. The Administration requested
$125 million for CDFls, but the Treasury-Postal conference report provided
$80 million for FY98.

. The Administration will propose a $45 million increase over the
conference report in our next budget -- that's $225 million over five
years for CDFls.
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EAC Network

Background

The U.S. Export Assistance Centers (USEACs) are a bold and innovative step toward
providing, in a single convenient location, hands-on export marketing and trade finance
support for small and medjum-sized companies. The Export Assistance Center concept hinges
on: (1) streamlining the delivery of federal services, (2) leveraging resources with partoer
organizations, (3) taking advantage of communications technology, and (4) continuing to focus
on export-ready mamufacturers and service providers. The USEACs are a joint effort of the
Departmeat of Commerce (DOC) through ITA’s U.S. and Foreign Commercial Service unit,
the Small Business Administration (SBA), and the Export-Import Bank of the United States
(ExIm).

The EAC network is comprised of regional U.S. Export Assistance Center (USEAC) "hubs"
and Export Assistance Center (EAC) "spokes* and is designed to effectively service regional
trading areas. Electronic links and state of the art communications technologies help the
Centers deliver more services faster to more of our target clients: small to medium size firms.

Baltimore, Chicago, Miami, and Long Beach were selected as the initial "tubs” based o the
following: 1) the concentration of established, export-ready businesses; 2) existing export
infrastructure and partnership network at each location; 3) the opportunity to test separate and
distinct operating models; 4) geographic diversity; and 5) existing resources available Within
the U.S. and Foreign Commercial Service, Eximbank, and SBA to service each EAC.

A further enhancement of the criteria used to select the first four was used to choose the next
fifteen sites. Quantitative criteria included volume of exports, number of manufacturing
establishments, and service establishments. The criteria were incorporated into a resource
allocation model in order to identify, first, the states, and second, the cities which held the
greatest export potential. While the quantitative methodology provided the agencies with an
objective ranking of sites based on export potential, qualitative factors such as the existence of
trade infrastructure (¢.g., ports), the opportunity t leverage resources with state, local, and
private parters, and the presence of DOC, SBA and Eximbank offices in the region adjusted
the ranking to reflect cost and service efficiencies.

Currently there are 19 USEACs and 81 EACs

The 19 USEACs were opened in the following years:

FY-94: 4 “Pilot” USEACs Opened
FY-95: 5 USEACs Opened
FY-96: 6 USEACs Opened

FY-97: 4 USEACs Opened
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Question:
$ spent on export assistance centers since 1993 or inception, whichever came first.

Answer: '
FY 1994 - 516,548 (of which $344,725 was reimbursed by other agencies)
FY 1995 - 81,554,729 (of which $465,563 was reimbursed by other agencies)
FY 1996 - $3,921,973 (of which $537,339 was reimbursed by other agencies)
FY 1997 est. - $7,665,177 (of which $1,177,186 was reimbursed)

Question:
Average start up costs of an export assistance center highlighting the major expenses to start one
up.

Answey:

personnel to new offices and reassignments as well as moving some equipment);
Telecornmunications expenses (new book-ups, increased use of cel] phones, etc.); Equipment
(purchase of new office equipment, furniture, compuiers, etc.); and Lease agreements (rent

Question;
Once an export assistance center is established, costs to keep it running
Answer:

Once g USEAC is opened the average cost of keeping it running is $565,700.
Once an EAC is opened the average cost of keeping it nunning is $279,29s.

TOTAL P.@3
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DoD/OEA

Federal Agency Funding Support

Defense Downsizing 1988-97

113,000,000

12,000,000

ey e

125,000,00

DOL (national) 207,000,000 152,000,000 359,000,00
DOC/EDA 0 0 195,000,00
DOT/FAA 220,000,000 0 220,000,00
DOT/FTA .2,900,000 0 2,900,00
DOAg 1,000,000 0 1,000,00

Totals 543,900,000 164,000,000 $902,900,00

Note: DOL & DOT numbers are as of May 1997
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THE PRESIDENT

Executive Order 12788

January 15, 1992

Defense Economic Adjustment Programs

By the authority vested in me as President by the Constitu-
tion and the laws of the United States of America, including
10 US.C. 2391 and the Defense Economic Adjustment,
Diversification, Conversion, and Stabilization Actof 1990,
enacted as Division D, section 4001 ez seq., of the National
Defense Authorization Act for Fiscal Year 1991, Public
Law 101-510andto provide coordinated Federal economic
adjustment assistance necessitated by changes in Depart-
ment of Defense activities, it is hereby ordered as follows:

Section 1. Funcrion of the Secretary of Defense. The
Secretary of Defense shall, through the Economic Adjust-
ment Committee, design and establish a Defense Economic
Adjustment Program.

Sec. 2. Purpose of the Defense Economic Adjustment
Program. The Defense Economic Adjusmnent Program
shall assist in the alleviation of serious community socio-
economic effects that result from major Defense base
closures, realignments, and Defense contract-related ad-
Justments. and the encroachment of the civilian community
on the mission of military installatons.

Sec. 3. Functions of the Defense Economic Adjustment
Program. The Defense Economic Adjustment Program
shall:

(2) Identify probiems of Staics, regions, megopoitan ar-
cas, or communities tha: result from major Defense base
closures, realignments, and Defense contract-related ad-
justments, and the encroachment of the civilian community
on the mission of military installations and that require
Federal assistance:

b) Usz ard maintair 2 uriferm socioeconomic impac
analysis to justify the use of Federal economic adjustment
resources, prior (o particular realignmenits;

(c) Apply consistent policies, practices, and procedures in
the administration of Federal programs that arc uced to
assist Defense-affected States, regions, metropolitan arcas,
and communiges;

(d) Identify and strengthen existing agency mechanisms to
coordinate employmentopportunities for displaced agency
personnel;

(¢) Idenufy and strengthen existing agency mechanisms to
improve reemployment opportunities for dislocated De-
fensc industry personnel;

(D) Assure timely consultation and cooperation with Fed-
crad, State, reglonal, metropolitan. and community officials
concerming Defense-related impacts on Defense-affected

communities’ problems;

() Assure coordinated interagency and intergovernmental
adjustment assistance concerning Defense impact prob-
lems; -

(h) Prepare, facilitate, and implement cost-effective strat-
egies and acton plans to coordinate interagency and
intergovernmental economic adjustment efforts;

(1) Encourage effective Federal, State, regional, metropoli-
tan, and community cooperation and concerted involve-
ment of public interest groups and private sector organiza-
tions in Defense economic adjustment activities;

(j) Serve as aclearinghouse 1o exchange information among
Federal, State, regional, metropolitan, and community of-
ficials involved in the resolution of community economic
adjustment problems. Such information may include, for
example, previous studies, technical information, and
sources of public and private financing:

(k) Assistin the diversification of 1ocal economies to lessen
dependence on Defense activiies;

() Encourage and facilitatc private sector interim use of
lands and buildings to generate jobs as military activities
aiminish; and,

(m) Develop ways to streamline property disposal proce-
dures to enable Defense-impacted communites to acquire
base property 10 generate jobs as military activities dimin-
ish.

Sec. 4. Economic Adjustment Commiitiee.

(a) Membership. The Economic Adjustrment Committee
(“Commirtee™) shall be composed of the following indi-
viduals, or 2 designrated principal deputy of these individu-
als, and such otherindividuals from the executive branch as
the President may designate. Suchindividuals shall include
the:

(1) Secretary of Agriculwure;

(2) Artomey General;

(3) Secretary of Commerce;

(4) Secretary of Defense;

(5) Secretary of Education;

(6) Secretary of Energy;

(7) Secretary of Health and Human Services;

(8) Secretary of Housing and Urban Development;

(9) Sccreiary of the Interior,

(10) Secretary of Labor

{11) Secretary of State;

(12} Secretary of Transportation;
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Executive Order 12788

(13) Secretary of the Treasury;

(14) Secretary of Veterans Affairs;

(15) Chairman, Council of Economic Advisers;

(14) Directorof the Office of Management and Budget;

(17) Director of the Office of Personnel Management;

(18) Director of the United States Arms Control and
Disarmament Agency;

(19) Administrator of the Environmental Protection
Agerncy,

(20) Director of the Federal Emergency Management
Agency; '

(21) Administrator of General Services;
~ (22) Administrator of the Small Business Administra-
tion; and,

(23) Postmaster General

{b) Chairman. The Secretaries of Defense, Commerce, and
Labor shall rotate on a yearly basis, as chairman of the
Committee.

(c) Vice Chairman. The Assistant Secretary of Defense
who oversees the Department of Defense's Office of Eco-
nomic Adjustment shall serve as vice chairman of the
Comminee. The vice chaiman shall chair the Committee
in the absence of both the chairman and the chairman'’s
designee and may also preside over meetings of designated
representauves of e concerned executive agencies.

(d) Executive Direcror. The head of the Department of
Defense’s Uffice of Economic Adjusumnent chall provide
all necessary policy and administrative support for the
Committee and shall be responsible for coordinating the
application of the Defense Economic Adjusunent Program
0 Depanument of Defense acuvities.

(e) Duries. The Committee shall:

(1) Advise assist, ard suppor the Defense Economic
Adjustment Program:

(2) Develop procedures for ensunng that State, re-
gional, and community officials and representatives of
organized labor in those States, municipalities, localities,
or labor organizations that are substantally and seriously
affected by changes in Defense expenditures, realignments
orclosures, orcancellation or curtailment of major Defense
contracts, are notified of available Federal economic ad-
justment programs; and,

(3) Report annually 1o the President and then to the
Congress on the work of the Economic Adjustment Com-
mittee during the preceding fiscal year.

738 P18 SEP 8B '97 11:23
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Sec. 5. Responsibilities of Executive Agencies.

(a) The head of each agency represented on the Committee
shall designate an agency representative [0:

(1) Serve as a liaison with the Secretary of Defense's
economic adjustment staff;

(2) Coordinate agency support and participation in
economic adjustment assistance projects; and,

(3) Assist in resolving Defense-related impacts on
Defense-affected communities.

(b) All executive agencies shall:

(1) Suppor, to the extent permitted by law, the eco-
nomic adjustment assistance activities of the Secretary of
Defense. Such support may include the use and application
of personnel, technical expertise, legal authorities, and
available financial resources. This support may be used, o
the extent permitted by law, to provide a coordinated
Federal response (o the needs of individual States, regions,
municipalities, and communities adversely affected by
necessary Defense changes:

(2) Afford priority consideration to requests from De-
fense-affected communities for Federal technical assis-
tance, financial resources, excess or surplus property, or
other requirernems, that arc part of a compichensive plan
used by the Commitiee.

Sec. 6. Judicial Review. This order shall not be inteipreted
1o create any right or benefit. substantive or procedural,
enforceable at law by a party against the United States, its
agencies, its officers, 11s agents, or any person.

Sec. 7. Construcrion. (a) Nothing in this order shall be
construed as subjecting any function vested by law in, or
assigned pursuant 10 law to, any agency or head thereof to
the authority of any other agency or officer or as abrogating
or restricting any such function in any manner.

(b) This order shall be effective immediately and shall
supersede Executive Order No. 12099.

/?:Aa/tf\_

THE WHITE HOUSE,
January 15, 1992.
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This report was prepared by a research team headed by Rutgers University. Its findings, conclusions, and
recommendations are those of its authors and do not necessarily reflect the views or policies of the
Economic Development Administration or the U.S. Department of Commerce.
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SUMMARY OF FINDINGS
DEFENSE ADJUSTMENT PROGRAM PERFORMANCE EVALUATION

STUDY PERIOD

STUDY PURPOSE

The purpose of the research descnbed
here is to evaluate 190 Economic
Development Administration (EDA)
Defense Adjustment Program projects
that received their Award of Federal
Assistance (AFA) letter during the
period FY 1992 through FY 1995.
This means that as of that date,
defense construction, capacity
building, and revolving loan fund
(RLF) projects were about to begin.
These are the earliest defense
adjustment projects that can be
selected for evaluation. While the
time of their evaluation relative to
their start does not allow for an
evaluation of these projects at full
maturity, this is the best test of these
projects that can be done.

The evaluation is undertaken using
performance measures developed by
EDA specifically to inquire into the
productivity of defense adjustment
projects. Performance measures for
defense construttion and revolving
loan fund projects primarily involve
numbers and types of jobs created or
retained and amounts of private-sector
funds leveraged. For capacity-building
projects, the performance measure is a
grantee self-rating of the quality and
impact of the capacity-building effort.
The research team contacted by mail
and telephone 190 grantees of defense
construction projects. To help the
grantees better understand the purpose
and types of information necessary to
undertake the evaluation, all grantees
were invited to attend seminars
conducted by the research team at 13
locations nationally. Forty-two
project sites were visited to conduct
in-depth discussions with grantees t0
Iearn more about their individual
projects’ impacts and to validate the
information that they were providing.

The study was undertaken from
November 1996 through August 1997
by research teams from five
universities and 2 major professional
organization. All principals of the
research teams have extensive
experience in both economic
development and infrastructure studies.
Each principal spent significant time
in the field researching individual
projects and talking to grantees. Each
principal and affiliated staff
participated in some aspect of research
analysis and in writing the research
report. All concur with the research
findings presented below.

PROJECT TYPE AND CONTEXT

From a universe of 190 EDA defense
adjustment projects that received an
AFA letter from FY 1992 through

FY 1995, all 190 were contacted.

The 187 grant-funded projects
analyzed in this study' include 162
single-purpose projects, twenty double-
purpose projects, and five triple-
purpose projects. These sum to 217
total projects funded via the 187 EDA
grants.

DISTRIBUTION OF PROJECTS
—DEFENSE ADJUSTMENT—
Grant- Number  Project Number
Jfunded Types
projects i
Single 79 Defense 79
Projects 69 Capacity 69
14 RLF 14
Double 2 Def. Cap. 4
Projects 16 Cap/RLF 32
2 Def./RLF 4
Triple S Def./Cap./ 1S
Projects RLF
Total 187 217

"Three projects aborted duc to grantee financial
problems (2) or an inability to work with the EDA
regional office (1).

Rutgers ¢ NJIT ¢ Columbia

NARC ¢+ Cincinnati * Princeton
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In terms of the context of the above
projects, EDA defense adjustment projects
take place in locations where minority
populations and percents of the
population below the poverty level are 20
percent higher than state and national
averages. These are also locations where
per capita income is 25 percent lower than
averages at the state and national levels.

CONTEXT OF PROJECTS
(AT TIME OF APPLICATION)
— Defense Adjustment —

Median Ratio Ratio
to to
State  Nation

,?

Unemployment

Rate (%) 70 .98 1.02
Per Capita

Income () 13,034 0.72 0.73
Below Poverty

Level (%) 1S5 1.18 1.18
Minoriry (%) 273 1.21 1.39

PROJECT COMPLETION

* Of those defénse adjustment projects
(190) contadted by the research team,
98.5 percent (187) were initiated as
planned.

¢ Of those undertaken, about 96 or 97
percent of defense construction and
capacity-building projects,
respectively, move to completion;
100 percent of the RLFs move to
completion.

¢ Of those undertaken and completed,
80 percent of the defense construction
and RLFs were completed on time.
About 57% of the capacity-building
projects were completed on time.

* Of those undertaken and completed,
about 90 percent of defense
construction projects came in at or
under budget; the figures for capacity
building and RLFs are 97% and 100%,
respectively.

PROJECT IMPACTS

Project-Related Direct Impacts:

Defense Construction

® On average, completed defense
construction projects (49) have
produced 29,463 permanent jobs, or
119 jobs per $1 million EDA
investment. These jobs were produced
at an EDA cost of $8,373 per job and
a total cost (all sources of funding) of
$12,045 per job.

® Defense construction projects produce
18.0 FTE? construction jobs per $1
million of EDA investment.

* Completed defense construction
projects (43)° leveraged $573 milljon
in private-sector investment, or $1.6
million per $1 million of EDA
investment.

DEFENSE CONSTRUCTION AND
CAPACITY-BUILDING PROJECTS—

PERMANENT JOBS
— Defense Adjustment —
Deferse ~ Capaciry
Construction Building(E/T)"

Jobs Per $1M EDA 119 63
EDA Cost Per Job  $8,373 $13,633
Construction/

Consulting Jobs  18.0 FTE 13.7 FTE
Private-Sector

Leverage Per

SIMEDA $I6 M N/A

* Education and training

: Full-time-cquivalent.

? Forty-three of forty-ninc defense construction
projects have private-sector investment. Six
projects are tax-exempt.

Rutgers + NJIT « Columbia
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Capacity Building

Completed capacity-building
education/training projects have
produced 63 permanent jobs per $1
million EDA investment at an EDA
cost of $13,633 per job and a total
cost of $19,393 per job.

Capacity-building projects
(education/training) produce 13.7 FTE
consulting jobs for every $1 million of
EDA investment.

Completed capacity-building projects
have produced adjustment strategies,
heightened community involvement
and planning, created workable
implementation strategies, and

* undertaken market/feasibility studies.

EDA capacity-building efforts have
been rated by grantees as follows (Scale
of 1-10; 10 = best):

GRANTEE RATING OF CAPACITY-
BUILDING PROJECTS

— Defense Adjustment —
- (Means)

Quality of Adjustment Strategy 82
Extent of Community/Business/

Government Participation 8.5
Consistency of Implementation Efforts

and the Adjustment Strategy 7.8
Quality of Training/Education Effort 8.8
Impact of Training/Education Effort 8.9
Quality of Feasibility/Market Study 9.1
Impact of Feasibility/Market Study 8.7

Thus, across the board, grantees
believe that the products they are
delivering with EDA oversight are
both well done and have a significant
impact.

Further to their credit:

Capacity-building projects are also
responsible for significant networking
among various forms and levels of
economic development agencies. This
enables greater use and leveraging of
public and nonprofit funds.
Capacity-building projects are involved
in technology transfer efforts wherein
sophisticated measures of enhanced
productivity are being used to measure
business adjustment to new
technology.

Revolving Loan Funds

With regard to revolving loan funds
(RLFs), jobs created per $1 million of
EDA investment for 37 completed
projects are 304; for those projects in
process, there are 247° jobs created.
EDA cost per job is $3,312 for
completed RLF projects ancl $4,079
for projects that are in process.

Completed RLF projects have
leveraged $115 million in private-
sector investment, or $2.5 million per
$1 million of EDA investment. In-
process RLF projects have leveraged
$44 million in private-sector invest-
ment, or $3.4 million per 31 million
of EDA investment.

Other statistics for RLFs include
combined default and write-off rates
for completed projects of 12% and for
RLF projects in process of 0.8%. For
both completed and in-procéss
projects, jobs produced per business
assisted are about 22 and 19,
respectively. In 50% of the cases the
RLF involves a business expansion (as

opposed to start-up or retention), and

in 67% of the cases it involves the
funding of industrial firms (as opposed
to commercial or service).

¢ In-process RLF projects can be analyzed in the
same fashion as completed projects because they
bebave similarly from the time of their first loan

onward.

Rutgers -NJIT « Columbia
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REVOLVING LOAN FUND PROJECTS
— Defense Adjustment —
Completed In Process

Jobs Per SIM EDA 304 247
EDA CostPer Job  $3.312 $4,079
Private-Sector
Leverage Per
SIMEDA $25M $34 M
DefaultWrite-off
Rates 12% 0.8%
Jobs Assisted/
Business |’ 2 19

PROJECT IMPACTS (GENERAL)

* The results of defense adjustment
projects as a whole are just beginning
to become evident. Most will likely
contribute to significant employment
growth in the long term.

e Defense construction, as well as RLF
projects, is nonetheless producing

permanent jobs at relatively low costs;

capacity-building education/training

projects are producing smaller numbers
of permdnent jobs at somewhat higher
costs. Capacity-building, planning, and

market/feasibility/reuse studies are
perhaps more importantly laying the
groundwork for both defense

282 273 4761 P.Ba7 /897

construction and traditional public
works projects.

Defense adjustment projects are not as
likely to be on schedule or to come in
under budget as most traditional public
works projects do. Nonetheless, 80-90
percent of defense adjustment projects
are on schedule, and 90-100 percent
are at or under budget.

EDA defense adjustment funding is in
place in numerous localities nationally;
tangible progress is in evidence at 97%
of the sites.

CONCLUSIONS

As reported by grantees, EDA defense
adjustment projects are one of the few
avenues of flexible assistance to
communities faced with base closures.

EDA funding is critical to most of
these types of activities and is usually
the primary source of initial funding.

The results of defense adjustment
projects may evolve somewhat more
slowly than traditional public works
investments but hold the promise of
far more job production and private-
sector leverage. Most defense
adjustment projects studied here
involve efforts that are moving
forward in a discernible and orderly
way, and progressing with them are
the economic bases of their host
commuanities.

Rutgers ¢ NJIT « Columbia
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PRESIDENT'S ECONOMIC ADJUSTMENT COMMITTEE
AND
DEFENSE ECONOMIC ADJUSTMENT PROGRAM

Introduction

On January 15, 1992, the President signed Executive Order (E.O.) 12788. This Order updates and replace
E.O.12049. It reaffirms the President's Econornic Adjustment Committee (EAC), established in 1970, and
the Defense Economic Adjustment Program. It also incorporates statutory requirements for this Program.

Background

The Program was established in 1961 by the Secretary of Defense to help nmutigate adverse effects of
Defense closures and contract cutbacks. The Committee was first designated as the President's Interagency
Economic Adjustment Committee in 1970 by an Executive Memorandum. This Committee and Program
were subsequently formalized in 1978 under Executive Order 12049, "Defense Economic Adjustment
Program,” which broadened program support to include Defense expansian. :

Composition

The Chair is the Secretary of Defense. The Vice Chair is the Assistant Secretary of Defense who oversees
the Office of Economic Adjustment (OEA) which serves as the Committee staff. The Committee is
presently composed of 23 Cabinet-level departments and agencies. Three levels of representation are:

Members - Department and agency heads. They meet at the discretion of the Chair. Also, they or
their designee, formally identify the Membets of the Advisory and Working Groups for their
respective departments or agencies.

Adwvisory Group - Undersecretaries or their equivalent. They address policies peculiar to member
departments and agencies and appropriate support to be given to the Defense economic adjustment
program.

Working Group - Department and agency officials who can address the daily techmical and
program issues of the community Defense economic adjustment projects.

Committee Functions

Mandate - The Committee gives priority consideration to requests for Federal technical assistance,
financial resources, excess or surplus property, and other requirements for communities adversely
affected by Defense program changes. These changes include: military base closures and
realignments, new military bases and ¢xpansions, and Defense contract reductions. Committee
program support is also given to projects addressing the encroachment of incornpatible
development around military installations. '

(over)
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Benefits - The Commuittee and the affected community mutually benefit from their coordinated
efforts. EAC assistance helps Defense impacted communities proceed quickly toward economic
recovery. Member agency program objectives are attained through coordinated economic
adjustment assistance programs.

Meetings - Normally, the Working Group meets to address the operational matters of the Defense
economic adjustment program and individual community nceds. They are apprised of current
Defense impact situations and their support is requested.

Member and Advisory Group meetings are held when policy decisions are required, or irmediate
Committee support is needed to offset impacts caused by critical program changes.

Task Forces - When required, Committee task forces can be created to support major econornic
adjustruent problems or new initiatives. Task forces may be organized at the headquarters level,
but are moce likely to be formed in the Fedetal 1€gi0Ds.

A task force may be established on the recommendation of a member agency or by an OEA project
manager with the concurrence of the OEA Director. Notification occurs through a memorandum

OEA Support to EAC And Defense EAP

Each member of the OEA staff is assigned to one or more EAC a,geﬁcies for policy coordination and
program haison purposes. Fach apprises the other of project support requirements of program funding
potential.

OEA project managers identify, as early as possible, EAC Support requiréments, OEA transmits these
requirements to the EAC for consideration in current and following year budgets.



M. ssﬁufya_é/_f”

| e o £

0r' |y Aot afocid Chudoes— a/ Céum apr__ |

o ﬁ/\)l_@ o Chuun / S5 / WA/L L//wa//fwu/ o
] ‘Wﬂ@w%u%%c//ﬁmdj. B

| O

b7 f“f?__ e e s e s e tem et s et 4 ot e Sl oot i meenronn = <hie e em enene o
’

//I LA

/47742au4ﬁ/ '“"1j”.ww~”ﬁnngﬁwff'

‘mﬁm%/éﬁfikbggakiwa/ﬁz%/cm%ffrij

- 7
N %* Gy e Jlad w0 wed [ M,‘M

C it [$Z7 4’[‘/3&//

| _g-/;? /L‘ ‘p/’éd\?f/'cum/ /y gf

//E/(j /L‘ZL’L,‘ 07'7- 4/‘"’); M e ‘,/L‘
B e

Qanépu%w%mdmfmwﬁfﬁwggg"







v9,/19/97

16:81 OER > 2024562223 NO. 978

Department of Defense

Office of Economic Adjustment
400 Army Navy Drive — Suite 200
Arlington, VA 22202-2884

Date: 9/19/97

To: DOROTHY ROBYN

From: Paul Dempsey

This fax transmission consists of _1 pages, not including transrmittal sheet. If
transmission is incomplete, please call the above listed number.

Virginia Mayer just proudly gave me the attached. Not only is
Ft. Worth in the top 20 best cities for small business (per
Entrepreneur magazine), but your one-stop is prominently cited as
4 reason. Note too your home town and our other one-stop model,
St. Louis’, even higher ranking. It has to be attributable at
least in part to the work of Denny Coleman.

ya1
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Worth International
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28 Cowtowm—don’r. h i
esttic-raising roos are branded in
the nation’s consciousness, this

north Texas region has been trans-
futined by 2 surge of high-tech en-
terprise. Indeed, F. Worth ranks

among che top 20 electronics
manufacturing sites nadoawide.

Even if Ft Worth casts alonger
shadow, Arlington deserves a tip
of the hat—cowboy or otherwise—
for its cemiconductor snd software
industries. .

The completion of Alliance Air-
port in 1989—¢he first industria) air-
port in the United States—simply

engths. Factor in the busy Dallas/kt.
Airport, as well as rail and interstate

you've got a oansportaton kb few 8 €
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As for entreprensurial resources, Ft. Worth helps local
business owners with its self-creaced F. Worth Busines
Assisance Center, 2 one-stop site for financing, legal and
exporting assistance. Even local pubbic schools getinto the
act—the Fu Worth Chamber of Commerce, in partner
ship with the Ft
Worth ladependent
School District, de-
termined which
skills were most¢
sought after by pro-
spective employers
and desgned appro-
priate curriculvms
for all grade levels. -
And, as bome of
the popular Texas
Rangers, Arlington
dearly scores with
baseball fans and

the local budinesses
¢ cater to them.

Our annual ranking
of the nation’s top
entrepreneurial spots
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Terre Haute, Indiana

Piant closing was anather in a series
unity.

of economic setbacks for the comm

Terra Hauts. Indiana. is situated on a north-
south line between Chicago. inois, and
Evansville, Indiana. Tha city of 70.335
located in Vigo County, has an economy
historicalty based on food processing. co3l
mining and railroading, howevet. manu-
facturingis a growing economic factar, now
emplaying 25% of the avallable work force.

Between 1950 and 1960, an economic
erosion in railroading, miping and
agricyltural cervices resulted in the loss ot
more than 6000 obs in the communily.
Serious labor-management problems
surfaced. The closing of the contractor
operated Department of Defense Industrial
Production Equipmant, Storage and
Maintenance Plant was announced in
November, 1964, While the final closing In
1966 affected onty 253 civilian jobs (1% of
the work force). it meant an annua payroll
loss to the community of $1.7 million. The
impending ptant closure was another
setback in a long series of setbacks for the
giscouraged community. .

Communily Action

The leadership in Terre Haute was
delarmined lo use tha closing of the
defense lacility as a catalyst 10 organize 8
new cooperative economic development
affort. In 1965, the Oefense Ofltice of
Economic Adjustmeant (OEA) team was
called in. A broad based Area Progress
Committae was organized under the
leadership of the president of Ingiana State
Universily at Terre Haute. Leaders from
business and labor joined public officials
in 8 common effort. OEA. working with tocal
representatives, provided an industrial
district plan for reuse of the defense plant.
The Ingiana States Oistrict Council of
Laborers and Hod Carriers toaned the city
$575.000 from the Council's pension fund
to purchase the property. The Economic
Development Administration (EOA)
provideo the grant money apgeded for the
organization of a mutti-county Economic
Oevelopment District which neadquanered
in Terre Haute. EDA grants totaling $2.7
million aiso were pravided for highway and
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former delense plant and surrounding

acreage inlo a modern. tully serviced
ingustrial park.
Terre Haute Today

There ar¢ now Nine ingustrial firms
located al Terre Haute's Fort Harrison
Industrial Park. These firms provided 525

NO. 853

new jobs—more (han doublie the 253 lost
when the government plant closed. Two
more companies are completing
construction of facilities thal will employ
another 410 workers.

In addition, renewed economic
development efforts are ostimated 1o have

" generated another 5,500 jobs throughout

the area. Terre Haute's tahering urban
ronewal project was rejuvenated throughthe
vigorous support of the new Area Progress
Committee.

Aftar years of decline. employment in Vigo
County grew 15%0 to reach a peak of 44,305
petween 1960 and 1970. In 1974,
unemployment had been reduced 0 4.5%.

An Energetic, Confident Attitude
Needed for Economic Recovery

The closing of the defense plant sparkad
a sonse of urgency in both fabor and
management leaders. A uemendous
improvement in Terre Haute's labor/
management climate occurred lollowing
action by the Council of Laborers and Hod
Carriers to provide the city with funds
neaeded 10 purchase the defense facility.
was this new spirit of cooperation that was
actually the cornerstone of Terre Haule's
recovery effons.

An energetic, confident communily
attitude has replaced Terre Haute's former
lethargy loward vitally needed economic
development. Once empty plants are again
bee-hives of aclivily. A new spirit pervades
the communily: all segments are pulling
together in a conceried effort to provide
jobs and civic benelits for those who work
and live in Terre Haute, Indiana. <1975
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OPTION & CURRENT LAW

ADMINISTRATIVE OR STATUTORY
CHANGES

DISCUSSIO

*Qutreach to Secondary Workers:
Secretary of Labor has used
discretionary authority to make
secondary workers who certified under
NAFTA TAA secondary workers eligible
for training and income support under
JTPA Title lll. These benefits are
identical to TAA benefits, but are not

Only 32 workers have been served.
The NAFTA-TAA Stmt of Admin Action
defines secondary workers as all
suppliers to and upstream producers for

certified firms.

administered under a formal entitlement.

Identify, locate and advise potentially eligible
secondarily affected workers. Widely
disseminate information. No legislation

necessary.

Outreach eff
workers who

job training a

*Program Improvement

Better outreach and public awareness for
both TAA & NAFTA TAA. Create and
implement performance measures. Shorten
determination period for TAA certification by

one third.1 No legislation necessary.

Especially im
certification i
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OPTION & CURRENT LAW

ADMINISTRATIVE OR STATUTORY
CHANGES

DISCUSSIO

Reduce Training Waivers: Under TAA,
workers may receive income support
w/o taking training. Under NAFTA TAA,
workers are required both to take

training and to enroll early.

Legislation would be required to eliminate
waivers. Further reductions can be
accomplished with tighter guidelines and

closer review.

Some eviden
training enha
reemployme
either TAA o
conclusion.

the question
Many worke
seek certific
training requi
older worker
sense to req

*Early Intervention: State dislocated
workers units are responsible for rapid

Encourage the provision of rapid response
for all substantial layoffs prior to any trade

More effecti
those affecte

response in the case of substantial determination. Encourage more coordination | NAFTA-TAA
dislocation and when workers have been | between JTPA Ill responses and TAA
preliminarily certified under NAFTA TAA. | responses. No legislation necessary.
Modification of WARN Act: The WARN Amend WARN to give Secretary If employers

Act which requires 60 days advance
notice of mass layoff or plant closings

has not been very effective.

enforcement authority similar to FLSA.
Amend WARN to lower trigger from 500 to

250 or less than 1/3 affected.

workers wou
to early inter
reemployme

on the Hill.

Reauthorization of TAA & NAFTA-TAA:
Administration has sent legislation to
Congress for simple 4 year extensions of

both programs.
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OPTION & CURRENT LAW

ADMINISTRATIVE OR STATUTORY
CHANGES

DISCUSSIO

Merge TAA & NAFTA-TAA2:
NAFTA-TAA was originally intended to
be a temporary program which along
with TAA was to be folded into a
revamped comprehensive Reemployment
System. The legislation to create this
reform died, leaving us with two

separate programs.

The two programs could be merged in the
Reauthorization.

Although the
and political
consistently
training prog
would be: ti
training and
coverage of

secondary a

Add Shifts in Production to TAA:
Although NAFTA-TAA covers workers
who have been adversely affected by

shifts in production, TAA does not.

Add shift in production of any article to any
country to the TAA criteria.

22,000 addi

Add Service Producing Workers for Both
NAFTA-TAA and TAA.

Make workers who produce services eligible
for TAA benefits if their firm is adversely
affected by imports and/or if their firm shifts

production to another country.

Adding servi
with the dire
are increasin
services. E.
transportatio
services. Th
all services
trade related
make worker
Using the br
16,000 addi
10,500 addi

20,000 mer
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OPTION & CURRENT LAW ADMINISTRATIVE OR STATUTORY DISCUSSIO
CHANGES
Cover Secondary Workers3: Although DOL believes it may be able to give suppliers | Using the N

NAFTA-TAA allows secondary workers
to receive income support and training
under JPTA Title lll, this benefit is not a
formal entitlement and has been used by
only 32 workers. Moreover, TAA has no
comparable provision. The NAFTA-TAA
Stmt of Admin Action defines secondary
workers as all suppliers to and upstream

producers for certified firms.

and producers of certified firms access to
training and income support under Title 1|
without legislative action.

If we want to create an actually entitlement
identical to that for primary firms, we would

need legislation.

additional w
programs we

TAA only: 1
NAFTA-TAA

More work n
NAFTA-TAA
it includes all
narrow beca
does not incl

neighborhoo




OPTION & CURRENT LAW ADMINISTRATIVE OR STATUTORY DISCUSSIO
CHANGES

Enhance Pell Eligibility for Trade Affected | probably would require legislation. OMB estimat

Workers: Although financial aid officers take Pell gra

currently have discretion to use probably hig

prospective income accounting, we do

not believe they use it often. This option

would require that they use prospective

income accounting to determine

eligibility for all trade certified (e.g.

NAFTA-TAA and TAA) workers.

School Construction: Old school Our proposal was $5 billion; The Black Ca

buildings and increasing enrollment have
led to a dramatic backlog in school

renovation and construction needs.

Daschle-Gephardt now have a $1.9 billion
proposal. Establishes a new program of
subsidies to cover interest and other

financing costs.

leadership ha
continue to

Hispanic Drop Out Action Plan: Hispanics
have a higher dropout rate than any

other group.

Working with Education, Labor and HHS, we
have developed a number of administrative
and legislative actions that we could take
(such as an outreach plan in Head Start;
technical assistance for schools to get
technology grants, etc.}. Also, there is
interest in a White House Conference on the

issue.

A dropout re
an action pla

preferably so

Community Wide Response: Create
President’s Interagency Coordinating
Committee, Give Planning Grants and
Provide Targeted Implementation

Support With Existing Funds:

No legislation necessary to create
Coordinating Committee. Need authorization

& appropriation for planning grants.

Initiative wo
Administrati
including civi
Economic Ad
capacity tor

level. Minim




ADMINISTRATIVE OR STATUTORY

OPTION & CURRENT LAW DISCUSSIO
CHANGES
Community Wide Response Plus: Give EDA can give trade impacted communities While this w

Trade Impacted Communities Priority
Access to EDA Readjustment Funds:
Save as above but would give trade

priority access to limited EDA dollars w/o
new legislation.

would be po
constituency

to pay Paul.
impacted communities priority for EDA
funds.
Community-Wide Response Plus: Would require legislation to create a Eligibility wo
Dedicated EDA Funds for Trade dedicated appropriation for trade impacted relying on C

Impacted Communities: Same as earlier
option, but with separate dedicated EDA

funds for trade impacted communities.

communities. Funds could be contingent.

modification
Dislocation e
trade contrib
Funding requ
on retrospec
would it take

demonstratin
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INVENTORY OF EXISTING PROGRAMS -- WORKER ADJUSTMENT ASSISTANCE

PROGRAM

ELIGIBILITY

BENEFITS

BUDGET

Dislocated Workers
Program (Title Ill of
JTPA as amended by

EDWAA)

All dislocated workers.

Income support: None
beyond standard 26
weeks of Ul, except in
exceptional
circumstances.

Training: Bulk of
benefits.

Job search and
counseling.

$1.35 billion F
appropriation

Trade Adjustment
Assistance (TAA)

Workers displaced by
trade.

Income support:
Extended for up to 78
weeks in total.

Training:

-- Provides up to 104
weeks.

-- Liberal waiver
provisions.

Job Counseling and Job
Search.

Benefits: $208
FY98

Training: $97
FY98

Entitlement; re
reauthorization

September 199

NAFTA Transitional
Adjustment Assistance
(NAFTA-TAA)

-- Workers displaced by
trade or production shift
to Mexico or Canada;

- "Secondary” workers
displaced by shift of
supplier to Mexico or
Canada (eligible for
income support);

-- Family farmers and
farm workers (who do
not meet TAA “group”

requirement).

Income support:
Extends for up to 78

weeks in total

Training:

-- Provides for up to 104
weeks.

-- Requires enrollment
within limited time to
qualify for income
support;

Job Counseling and
Search Services and

Relocation Allowance.

Benefits: $22
FYyas8
Training: $22
FY98

Entitlement; re
reauthorization

September 199
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INVENTORY OF EXISTING PROGRAMS -- COMMUNITY ADJUSTMENT
ASSISTANCE

PROGRAM

ELIGIBILITY

BENEFITS

BUDGET

NADBank Community
Adjustment and

Investment Program
(CAIP)

Communities that have
been adversely affected
by trade

-- Requires certification
by CAIP Finance
Committee

-- High number of
NAFTA-TAA
certifications and
unemployment above

national average

-- Direct loans to
leverage commercial
financing for local

business projects

-- Indirect lending
through SBA, HUD, and

USDA

$22.5 million t
% of U.S. paid
capital to NAD
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TRADE-IMPACTED COMMUNITY EMPOWERMENT INITIATIVE
September 22, 1997

Background: The Administration has had considerable success in helping regions hurt by
defense downsizing through its coordinated, community-based approach to providing
economic adjustment assistance. Initially developed to respond to communities
experiencing a military base closure, this approach has been used effectively as well in
regions suffering from defense industry cutbacks. Three features distinguish the approach:

Focus on community organization and planning: Staff from DoD’s superb Office
of Economic Adjustment intervene early to help a community organize itself and
develop a credible economic adjustment strategy. In addition to pointing the way to
other sources of federal assistance, OEA staff help identify and attract state, local
and private resources.

Targeted support for implementation: Defense-impacted regions have received
dedicated funds for worker training/assistance from the Department of Labor, and
for economic development (primarily infrastructure grants and revolving loan funds)
from Commerce’s Economic Development Administration. Other sources of support
include: DOT funds for converting military airports to civilian use, SBA loan
guarantees, and competitively awarded R&D grants from DoD and elsewhere.

Close interagency coordination: Although the NEC coordinates the
Administration’s defense economic adjustment policy, day-to-day implementation is
coordinated through an interagency committee established in 1970 and formalized by
executive order in 1992. OEA effectively chairs this group, and each OEA
staffmember is responsible for coordinating with one or more participating agencies.

Proposal: Undertake a Trade-Impacted Community Empowerment Initiative modeled after
the Administration’s defense economic adjustment effort. At a minimum, the initiative
would establish a mechanism for better interagency coordination of trade adjustment
assistance and provide funding for an OEA-like entity. A more ambitious initiative would
make additional EDA resources available for trade-impacted communities.

Interagency Coordination: Establish a President’s Interagency Trade Economic
Adjustment Committee, chaired by the Secretary of Commerce. (To avoid delay,
this should be done by executive memorandum rather than EO.) The committee’s
mandate would be to improve outreach to and assistance for trade-impacted regions.

Planning Grants to Help Communities Develop an Economic Adjustment Strategy:
Provide funds for an OEA-like entity to help trade-impacted communities bring the
appropriate local groups to the table and develop a credible economic adjustment
plan. Project managers also would help communities tap into federal funds for
worker training, economic development and other implementation activities.
(Estimated cost: [$XX million/year])



Targeted Support for Worker Training, Business Assistance and Economic
Development: Trade-impacted communities currently can receive funds for
economic adjustment activities under several programs dedicated to trade adjustment,
including DOL’s Trade Adjustment Assistance (TAA) and NAFTA-TAA programs;
the North American Development Bank (NADBank); the Community Adjustment &
Investment Program (CAIP); and Commerce’s Trade Adjustment Assistance Centers
(see program descriptions, attached).

Trade-impacted communities also can apply for EDA Title IX funds (technical
assistance, revolving loan funds, infrastructure grants) and SBA loans and loan
guarantees. However, EDA’s funds (which have been critical to defense adjustment)
are heavily oversubscribed. Other possible sources of support include: [ ]

Options: The Administration could pursue the Trade-Impacted Community Empowerment
Initiative in one of three ways. The key difference has to do with the role of EDA.

Option 1 would request no new additional funds; the Administration would simply
try to do a better job of serving trade-impacted communities using existing resources

(and the steps described in the first two bullets above).

A second option would be to give trade-impacted communities priority in the
allocation of scarce economic development funds -- notably EDA Title IX funds.

A third option would be to request additional, dedicated EDA funds for trade-
impacted communities. (Estimated cost: [$400M over 5 years])

EDA’s appropriators would oppose Option 2, as borrowing from Peter to pay Paul. Thus,
realistically, the choice is between Options 1 and 3.

Eligibility: A community could qualify for this initiative in one of four ways:
It has been certified by the CAIP program as eligible for assistance from NADBank.

It is eligibile for EDA’s Sudden and Severe Dislocation Title IX program as the
result of increased imports or trade-related plant relocations.

It is eligible for EDA’s Long Term Economic Deterioration Title IX program at
least partly as a result of trade impacts.

It can demonstrate that it has "special needs" because of economic impacts resulting
from changing trade patterms.

(See EDA’s discussion of these four criteria, attached.)
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Office of Economic Adjustment

President’s (Defense) Economic Adjustment Committee
Selected Program Descriptions

a. NADBank/CAIP

b. Trade Adjustment Assistance Centers
C. EDA economic adjustment programs

Details on Option 3 (EDA funds dedicated to trade economic adjustment)

a. Budget-
b. Community Assistance Scenario
C. Communities Assisted per Year

Eligibility Criteria



Office of Economic Adjustment

A key ingredient in the Administration’s successful defense economic adjustment strategy
has been DoD’s Office of Economic Adjustment. OEA was created in 1961 to help
communities cope with military base closures, and that has been its traditional role.
Typically, OEA helps communities organize a planning group, provides a planning grant,
guides the group through government requirements for base closures, and helps it develop a
“reuse" plan for redevelopment of the base.

With the end of the Cold War, OEA’s responsibilities have expanded to include help for
communities hit by closings and cutbacks of defense plants. For example, in St. Louis,
where McDonnell Douglas laid off 30,000 workers, OEA was instrumental in helping the
region develop a broad strategy for worker adjustment and firm diversification.

OEA’s superb reputation is due to several factors:
Intervention typically comes early, before serious impact has occurred;

OEA staff catalyze a local, grassroots adjustment planning process, using planning
grants as financial carrot to get all key stakeholders at the table;

OEA’s 30 project managers are economic adjustment experts, with skill at helping
communities create an appropriate economic adjustment strategy or vision;

OEA is at center of network of federal adjustment specialists, and skilled at helping
communities tap into JTPA, EDA and other programs at the appropriate time.

Because OEA’s focus is on the planning stage, it does a lot with relatively few resources: a
single OEA project manager oversees 3-4 communities simultaneously. And planning
grants (which are typically staggered over several years) are in the range of $500,000-$3
million per community.
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PRESIDENT'S ECONOMIC ADJUSTMENT COMMITTEE
AND
DEFENSE ECONOMIC ADJUSTMENT PROGRAM

Introduction

On January 15, 1992, the President signed Executive Order (E.O ) 12788. This Order updates and replace
E.O. 12049. It reaffirms the President's Economic Adjustment Committee (EAC), established in 1970, and
the Defense Economuc Adjustraent Program. It also incorporates statutory requirements for this Program.

Background

The Program was established in 1961 by the Secretary of Defense to help mitigate adverse effects of
Defense closures and contract cutbacks. The Committee was first designated as the President’s Interagency
Economic Adjustment Committee in 1970 by an Executive Memorandum. This Committee and Program
were subsequently formalized 1n 1978 under Executive Order 12049, "Defense Econoric Adjustmcnt
Program,” which broadened program support to include Defense expansian.

Composition

The Chaur 13 the Secretary of Defense. The Vice Chair is the Assistant Secretary of Defense who oversees
the Office of Economic Adjustment (OEA) which serves as the Committee staff. The Committee is
presently composed of 23 Cabinet-level departments and agencies. “Three levels of representation are:

Members - Department and agency heads. They meet at the discretion of the Chair. Also, they or
their designee, formally identfy the Members of the Advisory and Working Groups for their
respective departments or agencies.

Adwvisory Group - Undersecretaries or their equivalent. They address policies peculiar to member
departments and agencies and appropnate support to be given to the Defense economic adjustment
program.

Working Group - Department and agency officials who can address the daily technical and
program issues of the communty Defense economic adjustment projects.

Committee Functions

Mandate - The Committee gives prionty consideration o requests for Federal technical assistance,
financial resources, excess or surplus property, and other requirements for communities adversely
affected by Defense program changes. These changes include: mulitary base closures and
realignments, new mulitary bases and expansions, and Defense contract reductions. Commuttee
program support 1s also given to projects addressing the encroachment of incornpauble
development around military wnstallations.

(over)



NEESS VAT

Tt et

[ A eH = oz

Benefits - The Committee and the affected community mutually benefit from their coordinated
efforts. EAC assistance helps Defense impacted communities proceed quickly toward economic
recovery. Member agency program objectives are attained through coordinated economic
adjustment assistance programs.

Meetings - Normally, the Working Group meets to address the operational matters of the Defense
economuc adjustment program and individual community needs. They are apprised of current
Defense impact situations and their support is requested.

Member and Advisory Group meetings are held when policy decisions are required, or itnmediate
Committee support is needed to offset impacts caused by critical program changes.

Task Forces - When required, Committee task forces can be created to support major economic
adustrent problems or new initiatives. Task forces may be organized at the headquarters level,
but are more likely to be formed in the Federal regions. .

A task force may be established on the recommendation of 2 membet agency or by an OEA project
manager sith the concurrence of the OEA Director. Notification oceurs through 3 memorandum
from the Director to the appropriate Federal agencies at headquarters, requesting the designation of
3 point of contact to support the project. The memorandum includes a brief explanation of the
need and expected agency participation level.

OEA Support to EAC And Defense EAP

Each member of the OEA staff is assigned to one or more EAC ageﬁcies for policy coordination and
program liaison purposes. Each apprises the other of project support requirements or program funding
potential. :

OEA project managers identify, as early as possible, EAC support requiréments. OEA transmits these
requiremnents to the EAC for consideration in current and following year budgets.
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The NAFTA North American Development Bank (NADBank):

In mid-1994 agreement was reached between the U.S. and Mexico on two new organizations to
support border environmental clean-up and to provide support for community adjustment and
investment related to NAFTA. The Border Environment Cooperation Commission (BECC) was
developed to help border states and local communities in coordinating, designing and financing
environmental infrastructure projects with cross-border impacts. The North American
Development Bank (NADBank) was created to address two problems: the financing of border
environmental projects and adjustment assistance to address NAFTA-related community trade
adjustment problems. NADBank was provided with funding that should support $2 to $3 billion
worth of projects over four years, however, only ten percent of its funds were to be allocated to
the Community Adjustment and Investment Program (CAIP).

NADBank CAIP assistance is limited to loans and loan guarantees to businesses located in
communities designated as eligible for assistance under the CAIP. There is no authority for
supporting community capacity building, planning or technical assistance, and no provision for
funding of infrastructure improvements to support local economic conversion in areas hard hit by
import impacts when such areas aren't part of the NADBank border program. Only three loans or
loan guarantees have been provided under the NADBank CAIP in the three years of its-existence.

The Treasury Department made its first designations under the CAIP on August 1, 1997, when it
designated 35 communities as eligible, which should make it possible for companies in those
communities to apply for CAIP assistance. To be designated as eligible for the CAIP, a
community must provide evidence of two factors: first, it must demonstrate job losses associated
+with the passage of NAFTA and second, it must suffer from an unemployment rate significantly
higher than the national rate. The job loss test can be met by having a significant number of
recent Department of Labor TAA worker group certifications, or by showing the loss of a-
significant number of jobs to business relocations to Canada or Mexico. At this point, the CAIP
can only be viewed as an experiment.



Trade Adjustment Assistance for Firms and Industries:

The Department of Commerce has implemented the Trade Adjustment Assistance (TAA) -
Program for Firms and Industries since the late 1970's. (See attachment B - a detailed program
description and fact sheet.) Although funding for the TAA Program for Firms and Industries has
fluctuated significantly over the years and responsibility for the program has been transferred from
EDA to the International Trade Administration (ITA) and the back to EDA, the program has
proven itself to be an efficient and effective way to help U.S. firms and industries injured by
imports regain the ability to compete in the global marketplace. While the program included loan

-3-
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and loan guarantee authority in its early years, those authorities were later eliminated because they
were cumbersome to implement and firms were generally able to obtain conventional financing
once they had developed and implemented their Adjustment Proposals.

Most of the assistance provided under the TAA Program for Firms and Industries has been
provide through a network of twelve Trade Adjustment Assistance Centers (TAACs) which
provide direct, hands-on assistance to trade injured firms. The TAACs, established in 1978, were
among the first government-sponsored providers of comprehensive assistance to manufacturers to
help them improve their operations. TAACs work with firms to help them complete the necessary
documentation to become certified under the program, develop a comprehensive Adjustment
Proposal that identifies the company’s strengths and weaknesses as well as the steps they need to
take to become competitive, and then implement the proposal, generally through the cost-shared
(50/50) hiring of outside consultants with expertise in the necessary business discipline. While
the majority of TAACs are overseen by university-based entities, three are sponsored by private
non-profit organizations, one by a state agency and one by a regional manufacturers' association.

The assistance provided through the TAACs is unique in a number of ways. First, unlike most
business assistance programs, manufacturers must demonstrate injury due to imports and go
through a certification process. Since they must have suffered lost sales and employment and
those losses have to be at least partly due to increased imports of like or directly competitive
products, firms receiving assistance from the TAACs are generally facing declining fortunes. This
1s another difference between the TAA Program and other business assistance programs that
generally work with either start-ups or healthy firms seeking to improve operations. Because of
the generally weak condition of their client firms, the TAACs also tend to work with their clients
for a longer period of time and provide a higher level of assistance. It is not unusual for a TAAC
to work with a client for over three years and to provide over $100,000 in cost-shared consultant
assistance to the firm.

In spite of the condition of the clients when they enter the program, however, the results of
TAAC assistance have been impressive. A TAAC analysis of 651 firms completing assistance
under the program between FY 1990 and FY 1996 showed that while sales had declined 11
percent (from $7.3 billion to $6.5 billion) in the two years prior to entering the program, they had
increased 40 percent (from $6.5 billion to $9.1 billion) after receiving assistance. Employment
also showed significant recovery, having dropped nearly 15 percent in the period before the firms
entered the program and then recovering nearly 14 percent after assistance.

While recent years have seen limited funding going into industry assistance efforts because of
reduced appropriations for the TAA Program for Firms and Industries, there have been a number
of innovative and effective industry-government cooperative efforts undertaken through the
program. Among the industry projects funded were the original American Electronics
Association (AEA) and Semiconductor Industry Association (SIA) representative offices in Japan
working to resolve trade issues with that nation; initial funding for the Tailored Clothing
Technology Center (TC2) developing automated apparel technology on behalf of the U.S. apparel
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industry; and a program with the Gear Research Institute to develop austempered ductile iron
materials technology as a lower cost, lightweight and strong material for drive train applications.
The TAA program for Firms and Industries should be viewed as the U.S. Government’s
“turnaround” consulting program for trade injured companies and industries, and a major source
of support for community business retention efforts.
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Economic Development Administration:

The Economic Development Administration (EDA) was established under the Public Works and
Economic Development Act of 1965, as amended (42 USC 3121 et seq.), to generate new jobs,
retain existing jobs and stimulate industrial and commercial growth in economically-distressed
areas of the United States. EDA assistance is available to rural and urban areas of the Nation
experiencing high unemployment, low-income levels, extensive poverty, outmigration, or sudden
and severe economic distress.

The basic principle underlying all EDA programs is that economic development is a local process
that must be based on locally identified economic development plans and/or adjustment strategies.
EDA works in partnership with state and local governments, regional economic development
districts, public and private non-profit organizations and Indian tribes to support local
development efforts. EDA's capacity building tools (planning, technical assistance, economic
adjustment strategy and technical assistance, national technical assistance and research, and trade
adjustment assistance) are used to provide communities with the resources needed to support the
development and implementation of a comprehensive approach to the rebuilding of the local
economic base. The Agency then uses its other program tools (public works, economic
adjustment infrastructure and revolving loan funds) to support local efforts to implement their
economic development programs. (See attachment A - EDA Fact Sheet and Program Booklet)

While originally created to address areas of the country suffering from general long-term
economic decline, EDA's role in recent years has evolved to include a significant component of
strategic adjustment assistance to help communities deal with defense cutbacks and natural
disasters. The Agency has demonstrated effective coordinated use of its multitude of program
tools in helping communities meet the challenge of significant short-term negative economic
dislocations. A recent study of EDA's public works program conducted by a consortium led by
Rutgers University, for instance, showed that for every $1 million of funds EDA provided under
its public works program, over $10 million in private investment were leveraged resulting in the
creation of 327 jobs at an EDA cost of $3,058 per job.



Chapter 4 - Adjustment Assistance for Communities. The major program tools that would be
brought to bear on trade injured communities include:

. Planning/economic adjustment strategy funding to provide the framework and support
for the creation of a comprehensive community adjustment planning process that will
involve local officials, business leaders, labor organizations, citizen groups and other
interested community players in the development of an adjustment strategy for the
rebuilding of the local economy. For example, EDA provided a $45,000 grant to the City
of Yuma, AZ, to prepare a comprehensive economic development strategy covering
neighboring communities in Yuma County to emphasize industrial diversification linked to
economic development in adjacent Mexican towns.

. Technical assistance support to evaluate the feasibility of proposed investments and to
provide assistance to meet specific technical needs of the strategy such as an

6-
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environmental assessment or financial restructuring. In Owensboro, KY, for instance, a
$16,000 technical assistance project to prepare an airport industrial park master plan led to
the funding of an infrastructure project to provide improvements to support the Mid
American Air Industrial Park.

. Public works/infrastructure investments to meet the development needs of a
restructured economy including industrial or commercial site development, incubator _
buildings, skill training centers or improved water and sewer systems. EDA provide the
City of Mission, TX, and Mission Economic Development Authority with a $1,500,000
public works grant to provide infrastructure improvements to develop a 90-acre industrial
area to meet the need for new and expanding industrial and commercial business
development. The Mission area has been hard hit by peso devaluations that hurt its retail
trade and harsh freezes that devastated the citrus industry.

. Revolving loan funds (RLF's) for business assistance and infrastructure needs not met by
the CAIP. While we would expect the comprehensive Community Trade Empowerment
Initiative to play a significant role in developing investment opportunities for the CAIP,
there may also be gaps in the financial resources available to these communities that only a
RLF could meet. In St. Louis, MO, EDA provided a $1,350,000 RLF grant as part of a
defense adjustment effort to develop creative responses to meet the significant impacts on
the local defense industry caused by defense procurement cutbacks. The RLF is targeted
to providing assistance for small and medium-sized defense contractors seeking to
diversify their businesses away from dependence on defense contracting.

. Trade Adjustment Assistance (TAA) for Firms and Industries Program authorities
will be used to provide assistance to trade injured companies in these communities to
"develop and implement a comprehensive Adjustment Plan to restructure their firm and
regain the ability to compete in the global marketplace, and to help industries facing
growing imports undertake collective activities to help their member companies compete
more effectively. The TAA Program helped a western provider of high quality
electroplating and metal finishing services to the aerospace and micro-electronics industry
who was losing sales to both Mexican and Asian companies. Employment had dropped
from 27 to 18 while sales and profits were eroding. Company and TAAC staff developed
a recovery strategy based on both addressing pressing environmental problems while also
lowering production costs and expanding production capabilities. With TAAC assistance,
a new water and metal reclamation system was developed which allowed the firm to
isolate its operation from the city sewage system and reclaim metals in a useful form. Asa
result of the assistance, sales increased by over 25 percent, profitability was restored and
employment has grown to 30.

In addition to the individual examples cited above, an example of EDA's program tools being used

in a coordinated manner to address the adjustment needs of a community facing a significant
dislocation may be useful. The 1991 round of Base Realignment and Closure (BRAC) decisions

-7
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(9/18/97)
YEAR ONE | YEARTWO | YEARTHREE |YEARFOUR | YEARFIVE TOTAL

PLANNING $ 5,250 $ 5,000 $ 4,250 $ 3,000 $ 3,000 $ 20,500
TECHNICAL $ 1,650 $ 4,000 $ 5,000 $ 2,500 $ 2,500 $ 15,750
ASSISTANCE .
REVOLVING LOAN | $17,500 $40,000 $15,000 $15,000 $15,000 $102,500
FUNDS
INFRASTRUCTURE | $17,500 $40,000 $85,000 $35,000 $35,000 $212,500

Program Subtotal $42,000 $ 89,000 $109,250 $55,500 $55,500 $351,250
TAACs $ 5,000 $ 7,000 $ 9,000 $10,000 $10,000 $ 41,000
INDUSTRY $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 1,000 $ 5,000
ASSISTANCE

TAA Subtotal $ 6,000 $ 8,000 $ 10,000 $11,000 $11,000 $ 46,000
SALARIES AND $ 3,360 $ 6,790 $8348  |$ 4655 $ 4,655 $ 27,808
EXPENSES

S&E Subtotal $ 3,360 $ 6,790 $ 8,348 $ 4,655 $ 4,655 $ 27,808

TOTAL $51,360 $103,790 $127,598 $71,155 $71,155 $425,058

In order to effectively administer this program EDA would seek to increase its field, regional and headquarters staff by a total of 25
positions. For example, each regional team might increase by one position (18 total), the Planning and Development Division and

Economic Adjustment Division increased by two positions (4 total), the Compliance Review Division, Public Works Division and the
Office of Program Operations increased by one position each (3 total).
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COMMUNITY SCENARIO
(9/18/97)

Each community would be eligible for participation in the EDA Community Trade Empowerment

Initiative for up to three years.

Year One
Planning Assistance $ 150,000
Technical Assistance 50,000
Revolving Loan Funds 500,000
Infrastructure 500,000
$1,200,000
Year Two
Planning Assistance $ 100,000
Technical Assistance 100,000
Revolving Loan Funds 1,000,000
Infrastructure 1,000,000
$2,200,000
Year Three
Planning Assistance $ 50,000
Technical Assistance 100,000
Revolving Loan Funds 0
Infrastructure 2,000,000

$2,150,000



COMMUNITIES ASSISTED PER YEAR
(9/18/97)

Year One

35 Communities identified in August 1997 by NADBank
Year Two

35 Communities identified in August 1997 by NADBank
10 Additional communities (estimated)

Year Three
35 Communities identified in August 1997 by NADBank

10 Communities identified in Year Two
10 Additional communities (estimated)

Year Four
10 Communities identified in Year Two
10 Communities identified in Year Three
10 Additional communities (estimated)
Year Five
10 Communities identified in Year Three

10 Communities identified in Year Four
10 Additional communities (estimated)
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ELIGIBILITY FOR THE COMMUNITY TRADE EMPOWERMENT INITIATIVE:

EDA recommends that eligibility for this initiative be determined using a number of different
approaches, any one of which would be sufficient to qualify a community for assistance. Among
the ways to qualify a community for TAA would be for them to demonstrate that the community:

. Has been certified by the CAIP program as eligible for assistance from NADBank.

. Meets the eligibility criteria of EDA’s Sudden and Severe Economic Dislocation (SSED)
Title IX program because it has suffered significant economic impact resulting from
increased imports or plant relocations causing damage to the overall economic health and
stability of the community. For Metropolitan Statistical Areas with an unemployment rate
higher than the national average, for instance, the SSED eligibility criteria require the
dislocation to involve job levels at the lesser of 0.5 percent of the employed population or
4,000 direct jobs. In non-Metro areas with above average unemployment, the standard is
the lesser of 2 percent of the employed population or 500 direct jobs. Job loss thresholds
double for areas with unemployment at, or below, the national rate. While EDA will not
formally “certify” a community as eligible for assistance, we would require that there be
demonstration of an import connection to the injury suffered by the community. (See
attachment E - Federal Register detailing SSED eligibility criteria.)

. Is eligible for assistance under EDA’s programs because it is in a designated area or meets
the Title IX Long Term Economic Deterioration (LTED) Title IX eligibility criteria and
there is evidence the area’s economic difficulties are at least partly due to import
competition. Import injury could be demonstrated by factors such as Labor or EDA
certification of worker groups or companies, or evidence that plant closures or relocations
from the community were caused by trade impacts on the community or its companies.
(See attachment E)

’ Can demonstrate that it has “Special Needs” because of economic impacts resulting from
changing trade patterns. While it may not be able to meet any of the traditional EDA
eligibility criteria, a community may still be able to demonstrate it has suffered significant
injury because of plant closures or relocations resulting froin trade related impacts.

If they can meet the eligibility standards listed above, assistance under the Community Trade
Empowerment Initiative would be provided to eligible applicants which include states, political
subdivisions of states, special purpose units of government, Indian Tribes and Non-Profit
Organizations representing the affected community.

The Community Trade Empowerment Initiative would fulfill a double role.of supporting
continuing expansion of trade opening agreements of overall benefit to the Nation while also
meeting the Federal obligation to assist those communities injured by the changes in trading
patterns resulting from those agreements. Participating communities would be expected to
provide at least 25 percent of the cost of the proposed adjustment program.

-11-



(44}

FIGURE B-1 — Federal Resources for Defonse Economic Adjustment’

Funding Elgibility
Agency Program Thie Type of Assisiance (m = million} Requirements Contact
Oept. ot Detense | Community Economic | Assists and supports commu- | Financial Aid ranges Local, regional and state | Economic Adjustment
Adjustment and nities to develop strategies from $50,000 to entities ~ OASD Pentagon,
Oftfice of Eco- Miltary Base Rouse to adjust local negative £200,000 Room 4c747
nomic Adjust- Studies & Community impacts caused by DoD Washington, OC 20301
ment (OEA) Planning Assistance program changes Average Aid: $100,000 (703) 697-9155
Dept. of Com- Tele 1X: Sudden & Develop and/or implement Average Strategy Gramt | Communities suffering EDA
merce Severe Economic stratagies through grants to Award: $30,000 from local businass of DoC
Dislocation Program communtities to address other dislocations 14th & Constitution
Economic (SSED) problems rasuiting from Average Implementation | occurmng within the Ave., NW
Oevelopment aconomic dislocation and Award: $700,000 precading 12 months or Washington, OC 20230
Administration deterioration expacted within two (202) 4822659
(EDA) years
p— e e — —— ——r ([ w— G . S— S — - ] — — S —— — — P et e e — e — — —
Thle IX: Lang Term Grama 10 communities 10 FY92 Funds: $11.5m Local in areas expenenc-
Economic Detefiora- establish or expand busi- ing high unemployment,
tion (LTED/ALF) ness Revolving Loan Funds | Average Grant $415,000 | low per capita income &
(RLF) in depressed areas chronic distress
Oept. of Com- Regional Canters for Project grants (o accelerate Est. FY92 Budget $18 m | U.S.-Based Non-Proft NIST MTC Program,
merce the Transfer of transterance of advanced E€st FY83 Budget $17 m | Organzations Room B212
Manulecturing manufacturing tachnology 10 Chemistry Bldg.
National Institute Technotogy small- & medium-sized U.S. | Grants awarded per Gaithersburg, MD 20899
for Standards manufacturing firms through | Center per year. (301) 975-3413
and Technol- Regional Canters $1.5-3.0m
ogy(NIST) P———————fp———————— —— | — — - =TT T T == -t ———— -
Advanced Technology | Project granis to assist U.S. Est FY&2 Budget $822 m | U.S. businasses, U.S. Advanced Technology
Program businessss to commercial- Est FYS0 Budget $83.7 m | joint ressarch & davelop- Program
ize naw technology & reline mert vanturas & U.S. NIST
manufacturing techniques Avarage Grant: $4.4 m independent research Gaithersburg, MO 20899
organizations (301) 975-5187

* Source: Catalog of Federal Domestic Assistanos, Govarnment Printing Office, Washington, OC.
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FIGURE B-1, continued

Funding - Eligiblity
Agency Program Title Type of Asslsiance {m = mlilion] Requiremens Comaﬂ
State Technolo! Project grartts, dissemina- Est. FY92 Budge!: Siate Technology STEP Technology
Dept. of Commerce Extension ¥ tion of technical intorma- $6850,000 Extension Services Services
NIST Program (STEP) tion, training programs fof Programs NTIS
small- to medium-sized Gran Range: Gatthersburg, MD
businesses $50,000 - $300,000 20899
(301) 975-4520
on Promotion
Dept. of Commerce E‘gwms and Advisory services & Export & Promot (EPS) Any U.S. citizen, firm, TA
(nemational Trade - Trace Davelop- counssling; asiﬁs_. . FY92 Budget: $116 m organization of branch Dept. of Commerce
Administration ment private enterprise identily Est. FY93 Budget. of government needing | 14th & Constiution
(ITA) and service foreign $116m irtormation of ass(s- Ave., NW
markets tance in international Washington, OC 20230
Trade Development (TD) business matters (202) 482-5777
Est. FY92: §53 m
Est. FY93: $39 m
Clearinghousa for informa- n‘a Any user eligible Trade Intarmation

Dept. ot Commerce

Trade Promotion

Trade intorrration
Center

tion on all Federa!
Govemment Expont
Assistance Programs

Centet

1-800-872-8723

Coordinating
Committae
(TPCC)
Dept. of Labor Title 1N: Employ- Formula and project grants | Program year 92 Grants: States & others as ETA
ment & Training 10 assis? dislocated $540.2 m authorized by Job Dol
Employment & Assistance— workers obtain training Training Pantnership 200 Constitution Ave.,
Training Admin- Distocated and employment senices £s1. PYS3 Budget: Act of 1982, Title (I NW
istration (ETA) Workers through State & Local $571.1 m Washington, OC 20210
programs (202) 535-0S77
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FIGURE B-1, continued
Agency Program Tiie i Funding Ellgibill
9 Type of Aesistance (m = million] Requ?m':rm Contact
S";::.mm Bu:;r:;s Developmant | Advisory services & counsel- Est. FY92 Budget: Existing & potential srmall Asst. Admin. tor
Adminis- 8 istance to Small @ng, dissemination of tech. $308m business persons & some Business Initiatives
ration usinesses info., training community group mem- Education & Training
(SBA) €st. FY93 Budget: - ben SBA
$26.4m 409 3rd St., SW
Washington, OC 20416
(202) 205-6685
Small Business Leans | Guaranteed/nsured toans, 7(a) Avg. Loan: $192,000 Small, independently owned | Loan Pelicy & Procs-
7a) & 7(a)(11) Oirect loans, agvisory ' 8 operaied businesses, dures
sarvices & counseling 7(a)(11) Avg. Loan: . located in low income SBA
$68,000 areas for 7(a)(11) (202) 205-8570
b —— — e = e —— o — = — e — — ——— ———— A e —_ e ————— — — —
Procurement Assis- Special services o assist srmal) Est. FY92 Budget Existing and potential small Associate Admin. for
tance lo Small businesses oblain “fai” $18.6m U.S. businessas Procurement
Businesses share of federal supplies, Assistance
services & proparty sold Est. FY93 Budget SBA .
$19.2m (202) 205-64€0
Small Business Direct & Guaranteed loans, Range of Aid: $50,000 to | Ay chartered small busi- Director, ON. of
lljvestmom Compa- advisory savices lo estab- $3IS M ness invastmem company Operations, Invest-
nies (SBIC, SSBICC) lish private investment meeting SBA require- ment Division
companies, provide equity Avg. Loan: $1 m ments SBA
capita) & advise small (202) 205-8510
= businassas
——————— === T T T =TT Tt e ——_—_————— —
Smail Businass Project grants, provision of Gram Range: Any public or prvate SBA
Oavelopmeont Centers|  specialized services, advi- $200,000 - $3 m instilutions of higher Office of SBOC
(S8DC) sory services, dissamination education & renewal of 409 3rd St., SW
of technical information Average Grant: $972,000 funding to entities cur- Washington, DC 20416
rently funded as SBOC's | (202) 205-8768
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FIGURE B-1, continued

Agency

Progrem Title

Type of Assistance

Funding
{m = million]

Eligibllity
Requirements

Comact

Small Business
Administration
(SBA)

tance

SBIA Program Assis-

SBA answers solicnations

from public about 11
{ederal agencias who
have SBIR programs (.e.,
D00, DoA, etc.), prepares
strategies for procuremeant

na

Open to Public

Coordinator's Office
SBA

(202) 205-€450

Dept. of Housing
and Urban
Developrmem

Community
Plannng and
_Developmert
(CPD)

ment Block Gram
Program

(Emitisament, Small
Chies Programs &
Special Project)

Community Davelop-

Funds for supporing

communiy development,
including agdminisiraive &
construction costs of
indwidual projects &
ovarall programs

Determined by formwuta

and competiive
application

Avg. Aid: $350,000 -
$550,000

Urban municipalities,
counties & non-metro-
poitan municipalities
and counties and public
agencies

State & Small Cities
Division

Ofi. of Block Grants
Assistanoe, CPD

HUD

451 Tth 51, SW

Washington, DC 20410

(202) 708-1322

14}

£921n0%OY muqmuomo :g xjpuoeddy

LB6/11/66

Syt

£ECIIsrcAac <« UéD |

G553 "ON

o



25-/11/97 19: 46 OER » 2024562223 NO. 855 a1

Department of Defense

Office of Economic Adjustment
400 Army Navy Drive — Suite 200
Arlington, VA 22202-2884

Date: 9/11/97

To: DOROTHY ROBYN

From: Paul Dempsey

This fax transmission consists of _4 _ pages, not including transmittal sheet. If
transmission is incomplete, please call the above listed number.

The attached is, I think, the type of document you want although
it is dated and for some reason does not include DOT. CRS has
some early 90s publications on Federal aid to workers,
communities and businesses. Very detailed.

As you know, beginning in 93 and 94 we focused on electronic data
bases rather than the old fashioned written ones. Hate to admit
that I’'m electronically challenged but every time I go into OECI
1 spend an enormous amount of time for little benefit. Typically
turn to Jim Lavery (who runs OECI) which I 4id this time. He 1is
trying to come up with a current summary of Fed. pPrograms. The
problem is that you can go through a gateway to each of the
individual programs serially (and get swamped with detail about
that program) but there is no summary ala the attached. Will get
back to you when I hear from Jim.

Rack up of Fed. $$ to our places to follow.
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Department of Defense

@ffice of Economic Adjustment
400 Army Navy Dny;;—/Stﬁt)c 200
Ailington, VA 22202-2884

Date: 9/11/97

To: DOROTHY ROBYN

From: DPaul Dempsecy

This fax transmussion consists of _3 _ pages, not including transmittal sheet. If
transmission is incomplete, please call the above listed mumber.

Hope thiat you recelived the Terre Haute one-pager. Unfortunately
it doec not talk about DOL which is always & player.

Attached are two pleces on EAC. Probably not as intormarive as
the E.O. whicli took us [urever Lu get Lhrough the Exec. Branch
Depte. Espccially Justicdc. Also attached a couple of pages out
nf a hooklet we did with the NGA. Focuses on acgsisting defence
dependent firms and i1s trom the point of view af rhe Sratre Exec.
Branchi but dues have chapters on Coordinating Resources,
Assisting Firmz, Assisting Workers, etc.
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PRESIDENT'S ECONOMIC ADJUSTMENT COMMITTEE
AND
DEFENSE ECONOMIC ADJUSTMENT PROGRAM

Introduction

On January 15, 1992, the President signed Executive Order (é.O.) 12788. This Order updates and replace
E.O. 12049, It reaffirms the President's Economic Adjustment Committes (EAC), established in 1970, and
the Defense Economic Adjustraent Program. It also incorporates statutory requirements for thus Program.

Background

The Program was established in 1961 by the Secretary of Defense to help mitigate adverse effects of
Defense closures and contract cutbacks. The Committee was first designated as the President’s Interagency
Ecanomic Adjustment Committee in 1970 by an Executive Memorandum. This Committee and Program
were subsequently formalized in 1978 under Executive Order 12049, "Defense Econoric Adjustment
Program,” which broadened program support to include Defense expansion. :

Composition

The Chair 1s the Secretary of Defense. The Vice Chair is the Assistant Secretary of Defense who oversees
the Office of Economic Adjustment (OEA) which serves as the Commitiee staff. The Committee is
presently composed of 23 Cabinet-level departments and agencies. Three levels of represemtation are:

Members - Department and agency heads. They meet at the discretion of the Chair. Also, they or
their designee, formally identfy the Members of the Advisorv and Working Groups for their
respective departments or agencies.

Adwvisory Group - Updersecretaries or their equivalent. Tiey address policies peculiar to member
departments and agencies and appropriate suppon o be given to the Defense ecanomic adjustment
program.

Working Group - Department and agency officials who can address the daily technical and
program issues of the community Defense economic adjustment projects.

Committee Functions

Mandate - The Committee gives prionty consideration to requests for Federal technical assistance,
hnancial resources, excess or surplus property, and other requirements for communities adversely
affected by Defense program changes. These changes include: military base closures and
realignments, new mulitary bases and expansions, and Defense contract reductions. Committee
program support is also given to projects addressing the encroachment of incompatble
development around military tnstallations.

(over)
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Benefits - The Committee and the affected community mutually benefit from their coordinated
efforts. EAC assistance helps Defense impacted communities proceed quickly toward economic
recovery. Member agency program objectives are attained through coordinated ecanamic
adjustment assistance programs.

Meetings - Normally, the Working Group meets to address the operational matters of the Defense
economic adjustment program and individual community needs. They are apprised of current
Defense impact situations and their support is requested.

Member and Advisory Group meetings are held when policy decisions are required, or irmmediate
Committee support is needed to offset impacts caused by critical program changes.

Task Forces - When required, Committee task forces can be created to support major economic
adjustruent problems or new initiatives. Task forces may be organized at the headquarters level,
but are more likely to be formied in the Federal regions.

A task force may be established on the recommendation of a member agency or by an OEA project
manager with the concurrence of the OEA Director. Notification occurs through a memorandum
from the Director to the appropriate Federal agencies at headquarters, requesting the designation of
a point of contact to support the project. The memorandum includes a brief explanation of the
need and expected agency participation level.

OEA Support to EAC And Defense EAP

Each member of the OEA staff is assigued to one or more EAC a,geﬁcies for policy coordination and
program liaison purposes. Each apprises the other of project support requirements or program funding
potential.

OEA nroject managers identify, as early as possible, EAC support requiréments. OEA transmits these
requirements to the EAC for consideration ir, carra and following year budgets.

il
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Coordinating Resources

Given state fiscal conditions, it is unlikely that additional funds will be available in the
near future for diversification efforts. A challenge for states is to mobilize private sector
support, make effective use of existing federal programs, and use limited state resources
to fill resource and service gaps that may inhibit economic conversion.

Private Sector

Large contractors can be important sources of support and expertise. These companies
can be enlisted to provide technical advice and training to their smaller suppliers, they
can provide advance notification and worker readjustment assistance to workers who
will be laid off, and they can donate or loan vacant buildings or unused equipment to
support start-up companies. Major corporations can provide matching funds to support
feasibility studies or community adjustment plans.

o In St. Louis, Missouri, the county gave McDonnell Douglas a tax credit in
exchange for a lease on an empty 15,000 square foot office building. The
building was turned into a small business incubator and is being used to
house small companies, many of them run by former McDonnell Douglas
employees.

Other local businesses that will be affected by the economic health of the region
also can oe enlisted to support communiiy diversification efforts. Utilities and banks can
play a key :ole. For example,the public utility on Long Island provides reduced rates
for firms that participate in New York’s Industrial Effeciiveness Program (IEF). [EP
provides technical, financial, and educational assistance to individval firms and industry
groups to help improve theic competitiveness. Incentives are provided to firms that
move into commercial production. The state also can work with its financial institutions
to remove ohstacles that may be preventing firms from obtaining financing for diver-
sification. :

Finally, business associations, chambers of commerce, and trade associations
can educate their members, increase their awareness of the issue, and provide them with
information on resources available for planning a diversification effort. These organiza-
tions also can encourage joint ventures and ccoperative activities such as marketing or
purchasing.

Federal Government

The federal government provides technical and financial assistance to states and
communities for economic adjustment planning and implementation. For example,

21 Coordmaing Rowvaagos
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DoD’s Office of Bconomic Adjustment helps communilies affected by base closings,
military reductions, and contractor cancellations. The Economic Development Ad-
ministration (EDA) of the Department of Commerce is the primary source of federal
economic development assistance for defense-dependent businesses and communities.
EDA's Title IX program provides planning and project implementation funds to
communities facing sudden and severe economic dislocation. Implementation activities
can include the construction of public facilities, the provision of public services,
business development assistance, planning, research, and technical assistance. The Tile
IX program also has been used to fund local small business revolving loan funds
(RLFs). Such RLFs should be targeted to assisting businesses with the capacity to
replace the economic activity being lost due to defense cutbacks. An RLF can be used,
for example, to provide financing to new start-up companies, or to help firms introduce
new products or to enter new markets. While the Title IX program can support a variety
of activities, funding is very limited. The Defense Economic Adjustment, Diversifica-
tion, Conversion, and Stabilization Act of 1990 authorized $50 million to be transferred
from OEA to EDA for defense conversion planning and implementation grants for fiscal
1991 to fiscal 1993. As of September 1992, EDA had identified projects for funding that
total approximately $33 million.

The basic source of funding for worker readjustment is the Department of
Labor’s Economic Dislocation and Worker Adjustment Assistance (EDWAA) program.
A Defense Conversion Adjustment program was set up with $150 million in funding for
fiscal 1991-92 to assist workers laid off due to defense cutbacks.

Often states will need to mix and match a variety of sources of assistance, and
state funds will be needed to fill program gaps. For example, a major difficulty in using
EDWAA funds to assist dislocated workers is that workess cannot receive services until
they actually have received a notice of layoff or already are unemployed. Except with a
demonstration grant, these funds cannot be used to retrain workers to facilitate diver-
sification and thus prevent dislocation. Either state or private sector support is required
for earlv intervention activities. Additional information on the EDWAA program is
contained in Chapter 6.

State Resources

Tt is likely that some state resources will be needed for a comprehensive diversification
effort. Existing state programs to support business development, community econcmic
development, and human resource development can be integrated to meet the needs of
defense-dependent workers, firms, and communites.

0 New York established the Defense Diversification Program (DDP) to in-
tegrate existing state economic development programs in order to meet the
needs of individual defense companies. The state’s regional economic
development offices and Industrial Technology Exlension Service have led
an extensive, targeted outreach campaign to make the state's defense-

~ dependent manufacturing firms aware of DDP services. DDP assists firms in
several ways.

72 A Governor's Guide to Beoocee Corvenum
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o The Industnial Effectiveness Program offers both technical and financial
assistance, on a cost-sharing basis, for assessments to identify problems
and implement solutions for increasing productivity and competitiveness.

o The Bconomic Development Skills Training Program provides funding
for skills upgrading, focusing on technology, total quality management,
employee participation, and high-performance work organizations.

o The Industrial Technology Extension Service is a statewide network of
manufacturing technology transfer experts.

o The Procurement Assistance Program-provides technical assistance in
federal/state procurement, market development, information access, and

bid preparation.

o The Global Export Marketing Service provides financial assistance o
develop nondefense-related export market sales.

While existing resources can be tapped to fund a comprehensive diversification
initiative, a challenge for states is matching the various sources of funds to the unique
adjustment problems in a state. A review of the funding for the Massachusetts Industrial
Services Program’s Defense Diversification Project gives a sense of the multiple
sources that are being tapped to support the efforts of just three regions of the state (see
figure). Each funding source has different requirements and regulations, which makes
it difficult to fund a comprehensive project. The more the state needs to rely on federal
sources of funding, the less flexibility there is in the use of the funds.

Pilot Prograw Works with Nioe Firms o Develop Diversification Strategies

New York's Long Island Defense Diversification Proicct e a pilot program that has developed an
ssscasment prosess W eslimale diversificalion potential, identify critical success factors, and overcome
barriers W implemoutation. It will creatz a comprehensive methodology thal provides defense Grms with
8 blueprint for structuring s diversification slrutegy. The strulegy may cnail now producis, tow markats,
or acw business processea that cnable campanies to enhance their compeliliveness in both defense and
commercial maskats. The project is beuig spoavorsd by the Delense Divenificalion Advisery Csbina,
8 consortium of representatives from slatc and Jocal government sgencics, bigher educatioa, and
industry. Puading is provided by DoD ¢ Office of Economic Adjustment. New York State, sad Wthe
defense fums.
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Defense Impact Projects and Sources of Funds in Massachusetts

DEPARTMENT DEPARTMENT : PRIVATE DEPARTMENT
FUNDING SOURCES |OF DEFENSE OF CCMMERCE STATE MATCH SECTOR MATCH OF LABOR
Defens= Impect Prgjects | Office of Econamic Ecoamnic Devedoprment
and Graats Adjustment $41,000 Administration $168,000  $62,000 Emergency Assistance Centers
$503,000 Burlington $450,000
$500,000 Pittsfietd $500,000
Ft. Devens $282,000
(will be mcreased)
Research on
Subcontractsrs Demotstraticn Entreprencurial Traming
) « Regional Conferences - Berkshires
» Commumity Readjustren « Burlington
Models and Strategies « Marlborough
+ Business Assistance Matching Funds
Rapid Response Efforts
Revolving Loan Fund s Western Rapid
 $2 vullion - pending  $700,000 Response Team
« Northeastern Rapid
Response Team

Demonstration Projects

Le/11/60

+ Training for Defense-
{mpacted Furms
(pending)

SOQURCE: Massachusetts Industrinl Services Program, Apni |, 1992
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Department of Defense

Office of Economic Adjustment
400 Army Navy Drive — Suite 200
Arlington, VA 22202-2884
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Office (703) 604-6020 Fax (703) 604-5843

Date:  9/11/97

To: DOROTHY ROBYN

From: Paul Dempsey

This fax transmission consists of _4 _pages, not including transmittal sheet. If
transmission is incomplete, please call the above listed number.

The attached is., I think, the type of document you want although
it is dated and for some reason does not include DOT. CRS has
some early 90s publications on Federal aid to workers,
communities and businesses. Very detailed.

As you know, beginning in 93 and 94 we focused on electronic data
basec rather than the old fashioned written ones. Hate to admit
that I'm electronically challenged but every time I go into OECI
I spend an enormous amount of time for little rkeaefit. Typically
turn to Jim Lavery (who runs OECI) which I did this time. He 1is
trying to come up with a current summary of Fea. rrograxs. The
problem is that you can go through a gateway to each of the
individual programs serially (and get swamped with detail about
that program) but there is no summary ala the attached. Will get
back to you when I hear from Jim.

Rack up of Fed. $$ to our places to follow.
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FIGURE B-1 — Fedaral Raccurces for Defanse Economic Adjustment’

Agency

Program Thie

Type of Assistance

Funding
(m = milllon)

Eligibility
Requirements

Comtact

Cept. ot Detanse

Office of Eco-
nomic Adjust-
ment (OEA)

Community Economic
Adjustment and
Miitary Base Reuse
Studies & Communtty
Planning Assistance

Assists and supports commu-

nities to develop strategies
to adjust local negative
impacts caused by LoD
program changes

Financial Aid ranges
from $50,000 to
$200,000

Average Aid: $100,000

Local, ragional and state
entities

Economic Adjustment
OASO Pentegon,
Room 4c747

Washington, OC 20301

(703) 697-9155

Qept. of Com-
mearce

Economic
Devalopment
Administration
(EDA)

Tale 1X: Sudden A4
Sevare Economic
Dislocation Program
(SSED)

Ttle IX: Lang Term
Economic Deteriora-
tion (LTED/ALF)

Develop and/or umplement

stratagies through grants to
commundies to addrass
problams resulting {;om
aconomic dislocatior. and
detarioration

Grams to communities o

establish or expand Yusi-
ness Revoiving Loa~ Funds
(RLF) in depressed areas

Avecrage Strategy Gram
Award: $30,000

Average Implementation
Award: $700,000

— e —— — e — —

FY92 Funds: $11.5m

Average Grant: $415,000

Communities sufiering
from local businass or
other dislocations
occurfing within the
preceding 12 months or
expected within two
years

Local in areas experienc:
ing high unemployment,
low per capita income &
chronic distreas

€EDA

DoC

14th & Constitution
Ave., NW

Washington, OC 20230

(202) 482-2659

Dept. of Com-
merce

National Institute
for Standards
and Technol-

agy (NIST)

Regioral Canters for
the Transfer of
Manutecturing
Technotogy

e e —— e —— o — —

Advanced Technology

Project grants to assist U.S.

Project grants to accelvrate

transference of advanced

manufacturing tachsrlogy to

small- & medium-sizad U.S.
manufacturing i.rmas through
Regional Canters

Est FY92 Budget $18 m
Est FY93 Budget $17 m

Grants awarded per
Center per yoar.

Est FY92 Sudget $822 m

U.S.-Based Nan-Profit
Organizations

U.S. businasses, U.S.

NIST MTC Program,

Room B212
Chemistry Bldg.
Gaithersburg, MD 20899
(301) 975-3413

Advanced Technology

Program businessaa to coramercial- Est FYS0 Budget $83.7 m | joint research & davelop- Program
ize naw technology & refine ment vaniures & U.S. NIST
manufacturing techniques Avarage Grant: $4.4 m independent research Gatthersburg, MO 20899
organizations (301) 975-5187

« Source: Catalog of Faderal Domestic Assistanoe, Govarnmaent Printing Office, Washington, OC.
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FIGURC 8-1, continued
Funding - Eligiblity
Agency Program Tile Type of Asslstance {m = miilion] Requ?ramoms Cortect
Dept. of Commerce State Technology Project grants, diss_emina- Est. FY92 Budget: State Technolagy STEP Technology
' Extension tion o! technical infarma- $650,000 Extension Services Services
NIST Program (STEP) tiun, training programs fof Programs NTIS
small- to medium-sized Grant Range: Gaithersburg, MD
businesses $50,000 - $300,000 20899
(301) 875-4520
Expon Prometion ‘
Dept. of Commerce | 80 o and Advisory services & | Expont & Promot (EPS) | Any U.S. ctizen, firm, A
(mernational Trade Traces Davelop- counseling; asisns . FY92 Budget: $116 m organizatiun of branch Dept. of Commerce
Agministration men! private enterprise identity | Est. FY93 Budget. of govemment needing | 14th & Constitution
(TTA) and senvioe foreign ! $116 m information of assis: Ave., NW
markets tance in intermational Washington, OC 20230
Trade Development (TD) business Mmanters (202) 482-5777

Est. FY92:$53 m
Est. FY93: $39 m

Cwe

Depl. of Commerce

Trade Promotion

Trade \ntorration
Center

Clearinghousa tot informa-
tion on all Federal
Govemment Export
Assistanca Programs

nja

Any user eligible

Jrade information
Cenler

1-800-872-8723

Coordinating
Committae
(TPCC)
Dept. of Labor Tile II: Employ- Formula and project grants | Program year 92 Grants: States & others as ETA
' ment & Training 1o assist dislocated $540.2 m authorized by Job Dol
Employment & Assistance— workers obtain training Training Partnership 200 Constitution Ave.,
T raining Admin- Distocated and employment senvices Est. PY93 Budgst: Act of 1982, Title (Il NW
istration (ETA) Workers through State & Local $sTLm Washington, DC 20210
(202) 5350877

programs
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FIGURE B-1, continused
Agen Program Thie T i Funding Ellgibility
<y 9 ype nt Assistance {rn = millton] Requirements Contact
Small Business Developmant | Advisory servicas & counsel- Est. FY92 sgdger_ Existing & potential small Asst. Admin. {or
Busmm Assistance to Small ing, dissemination of tech. $308m business persons & some Business indiatives
Admirnis- Businesses info., training community group mem- Education & Training
trahon Est. FY93 Budgt: " bers SBA
(SBA)

Small Businass Loans
7(a) & 7(a)(11)

tance to Smail
Businesses

Smali Businass
Invastmant Compa-
nies (SBIC, SSBICC)

Small Businass
Qavolopment Centers
(S80C)

Guaranteed/insured loans,
Oirect loans, advisory
sarvices & counsseling

Special services to assist small
businesses obtain “ay”
share ot federal supplies,
sarvicas & proparty sold

—— e —— —— G— ——— p—  —— —

Diract & Guaranteed loans,
advisory sarvices to estah-
lish pfivata invastment
companies, provide equity
capital & advisse small
businessas

Project grants, ptovision of
specializad services, advi-
sory services, disseminztion
of technical infarmation

$286.4m

7{a) Avq. Loan: $192,000

7(a)(11) Avg. Loan:
$68,000

Est. FY92 Budget:
$18.6 m

Sst. FY93 Budget
$192m

Aange of Aid: $50,000 to
835 m

Avg. Loan: $1 m

Grant Range:
$200,000 - 83 m

Avarage Grart: $972,000

Smmall, indepandently owned
8 oparated businesses,
located in low income
areas for 7{(a)(11)

L e e e —— —— g e e e e e e S

Exigting and potential small
U.S. businesses

Any chantered small busi-
ness investmen company
meating SBA require-
ments

Any public of prvate
institutions of higher
aducation & renewal of
funding to entities cur-
rently funded as SBOC's

409 3rd St., SW
Washington, OC 20416
(202) 205-686S

Loan Policy & Proce-
dures

SBA

(202) 205-8570

Associate Admin. for
Procuremaent
Assistance

SBA _

(202) 205-64€60

Directar, Off. of
Operations, Invest-
ment Division

SBA

(202) 205-6510

SBA

Otlice of SBOC

409 3rd St., SW
Washington, DC 20418
(202) 205-8768
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FIGURE B-4, continued

e A ——— O g iy i * 1

fpm s e b e e —

‘ Funding Eliglbllity
Agency Program Title Type of Assistance (m= million] Requirements Comact
Srrall Business | SBIA Program Assis- SBA answers solicitations na Open to Public Coordinator's Office
Administration tance from public about 11 SBA

(SBA)

{ederal agencies who

have SBIR programs (i.e.,
D00, DoA, etc.), preparas
strategies lor procurement

(202) 205-6450

Oept. of Housing
and Urban
Developmam

Community
Planning and
Developmert
(CPD)

ment Block Gram
Program

(Erttlement, Small

Special Project)

Community Davelop-

Cities Programs &

Determined by tormuta
and competive
application

Funds for suppofling
community development,
including edminisiralve & |
construction costs of !
ndwidual projects &
overall programs

Avg. Aid: $350,000 -
$550,000

Urban municipaliies,
counties & non-meatfo-
poltan municipalities
and counties and public
agencies

Stale & Small Ctties
Division

Ofi. of Block Grants
Assistance, CPD

HUD

451 7th SL, SW

Washington, OC 20410

(202) 708-1322 -
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DEAFT

ECONOMIC DEVELOPMENT ADMINISTRATION
TRADE ADJUSTMENT ASSISTANCE FOR COMMUNTITIES PROGRAM

BACKGROUND:

There has been growing interest in trade adjustment assistance because of the recent World Trade
Organization (WTO) and North American Free Trade Agreement (NAFTA) agreements which
have resulted in a significant liberalization of trade with our major trading partners. As President
Clinton seeks expanded “Fast Track” trade authority to pursue additional market opening
agreements with U.S. trading partners in Central and South America, concems are being raised by
those who feel U.S. workers, firms and communities are already paying a high pace for the
agreements now in place. The NAFTA agreement, for example, has seen U.S. exports to Mexico
grow from $50.8 billion in 1994 to $56.8 billion in 1996, while Mexican imports to the U.S. have
increased from $49.5 billion to $73 billion. U.S. exports to Canada grew from $114.3 billion in
1994 10 $132.6 billion in 1996, while Canadiar: imports to the U.S. were increasing from $128.9
billion to $156.5 billion. Of particular concern to organized labor is the fact that many of the
largest increases in imports are coming in hugh value-added products like motor vehicles,
telecommunications equipment 2nd electrical apparatus and machinery. Other significant imports
from Mexico include various categories of apparel and fruits and vegetables while Canadian
imports of note include wood and wood products, pulp and paper products, and metals including
copper and gold.

While it is generally accepted that major trade-stimulation agreements like the WTO and NAFTA
are of overall benefit to the Nation as a whole, it is also understood there are individuals,
companies and commmunities that wiil be negatively impacted by shifting trade pattemns resulting
from these agreements. Historically, the United States has provided assistance to individuals and
companies injured by increased imports through the Trade Adjustment Assistance (TAA)
Program authorized under the Trade Act of 1974, as amended. The TAA Program for Workers 1s
overseen by the Department of Labor, while the TAA Program for Firms and (ndustnies 1s
implemented by the Economic Development Administration (EDA) in the Department of
Commerce. The Trade Act of 1974, as amended, did authorize a community adjustment
zssistance program. - That part of the law was ncver activated, however, and assistance to
communities injured by increased imports was provided under the basic EDA Title TX/Economi¢
Adjustment program.

Although there are existing TAA programs for workers and firms, there is no specific program 0
provide comprehensive adjustment assistance to communities that have suffered significant
economic losses because of changing trade patteras resulting from such agreements with the
exception of a limited program established under the NAFTA agreement. While the Department

royz/7 g

specimce

of Commerce has established effective adjustment programs to help communities injured by ( meaning

defense cutbacks and natural disasters using existing EDA authorities, there is no comparable
program for communities injured by firms closing factories because of increased imports or
moving production facilities out of the U.S. to take advantage of low cost labor combined with
lowered tariffs. We proposc to establish such a program within EDA in order to provide
comprehensive adjustment assistance to communities that must rebuild their economues to adjust
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to the loss of economic activity resulting from increased market access for imports.

In mid-1994 agreement was reached between the U.S. and Mexico on two new Organizations to
support border environmental clean-up and provide support for community adjustment and
investrment related to NAFTA. The Border Environment Cooperation Commission (BECC) was
developed to help border states and local communities in coordinating, designing and financing
environmental infrastructure projects with cross-border impacts. The North American
Development Bank (NADBank), was created to address two problems: the financing of border
environmental projects and adjustment assistance to address NAFTA-related community trade
adjustment problems. While the NADBank was provided with funding that should support $2 to
$3 billion worth of projects over four years, only ten percent of its funds were to be allocated to
the Community Adjustment and Investment Program (CAIP).

NADBank CAIP assistance is limited to loans and loan guarantees to businesses located in
communities designated as eligible for assistance under the CAIP. There is no authority for
support for community capacity building, planning or technical assistance and no provision for
funding of infrastructure improvements that may be needed to support local economic conversion
in areas hard hit by import impacts that aren’t part of the NADBank border programn. No loans or
loan guarantees to firms have been provided under the NADBank CAIP in the three years of its
existence. The Treasury Department made its first designations under the CAIP on August 1
when it designated 35 communities as eligible which should make it possible for companies in
those communities to apply for CAIP assistance. To be designated as eligible for the CAIP, 2
community must provide evidence of two factors: first, it must demonstrate job losses associated
with the passage of NAFTA in January 1994 and second, it must be suffering from an
unemployment rate significantly higher than the national rate. The job loss test can be met by
havirg a significant number of recent Department of Labor TAA worker group certifications or
showing the loss of a significant number of jobs to businzss relocations to Canada or Mexico. At
this point, the CAIF can only be viewed as an experiment yet to prove itself one way or the other.

DE A E NCE F 1 RAM;

While the NADBank CAIP shows promse of meeting scme of the adjustment needs of companies
in communities injured by increased imports and plant relocations, EDA’s experience with
communities that have lost major employers and defense and disaster adjustment programs shows
that a more comprehensive approach to community adjustment is needed. Communities that lose
significant portions of their economic base due to changing trade patterns caused by major U.S.
trade agreements like NAFTA face challenges much like those of communities that must rebuild
their economic base after the closure of a military base. They may have been an auto town or an
Air Force town, but now they will have to restructure their economy to regain the ability to
compete in the global economy.
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At the same time these cormunities face major economic dislocation problems at least partly due
to U.S. government action, they also are generally confronted with falling tax bases and increasing
social welfare costs. They thus find themselves facing the difficult situation of greatly increased
costs combined with significantly falling revenues. With the timely application of limited amounts
of Federal assistance, these communities can be helped to develop a new economic blueprint for
their area and given assistance to begin implementation of that plan. These are communities with
existing infrastructure and a workforce that proved it could be competitive before the rules of the
game changed. All they need is a little help so they can restructure their ecanomy and workforce
and rejoin the economy.

We propose to establish 2 Trade Adjustment Assistance (TAA) for Communities Program to meet
the needs of trade injured areas. The major program tools that would be brought to bear on trade
injured communities include:

. Planning/cconomic adjustment strategy funding to provide the framework and support for
\ the creation of a comprehensive community adjustment planning process that will involve

all the major players in the community in the development of an adjustment strategy for

w

[ . .

dquﬁ 5 the rebuilding of the local economy.
¢

g . . .y e .
?a( (? 3" Technical assistance support to evaluate the feasibility of proposed investments and to

provide assistance to meet specific technical needs of the strategy such as an
environmental assessment of financial restructuning.

. Public works/infrastructure investments Lo meet the development needs of a restructured
economy including industrial site development, incubater buildings, skill training centers
and increased water and sewer systems.

Revolving loan funds for business assistance and infrestructus e needs not met by the
CAIP. While we would expect the comprehensive TAA for Comn.unities Program to play
a significant role in developing investraen: opportunities for the CAIP, there may also be
gaps in the financial resources available to these communities that only 2 RLF -ould meet.
atready
In addition to the comprehensive array of program toolsavailable to the. Agency, EDA has a well-
established network of economic development entities that can play 2 major role in meeting the
adjustment needs of trade-injured communities. Among the economic development resources
created and supported by EDA are:

. 320 Economic Development Districts and 61 Indian Planning grants that provide
economic development staff capacity at the local level. The resources of these
organizations will be used to support cornmunity efforts to undertake a comprehensive
adjustment effort to address losses due to increased imports. This wall be especially
important in smaller, rural communities that often lack full-time professional staff .

F .4/ v
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68 University Centers that are funded by EDA to provide direct technical assistance to
focal development efforts. Activities undertaken by University Centers can include
feasibility studies, staff support, socio-economic data analysis and identification of
community areas of competitive advantage.

12 Trade Adjustment Assistance Centers (TAACs) that provide tumn-around consulting
assistance to trade-injured manufacturers. The TAACs have professional consulting staff
with experience in the major business disciplines that help eligible companies prepare
certification petitions, develop a comprehensive adjustment strategy, and select qualified
consultants to implement the elements of their adjustment strategy'. The TAA Program
pays 75 percent of the cost of developing the firm's adjustment strategy and 50 percent of
the cost of hiring consultants to help implement the strategy. The TAACs would work
closely with the communities and NADBank to help trade-injured firms in eligible
communities to restructure and regain the ability to compete in the global marketplace.
We would anticipate secking additional funding for the TAAC program in order to
provide adequate support to the TAA for Communities effort.

A multitude of State and Urban planning grants that provide economic development
capacity at the state and city level that could be utilized to assist trade~injured
communities in their restructuring efforts. If major urban areas become cligible for
assistance under the TAA for Communitics Program, the urban planning grant authority
could be used tc provide them with staff capacity to support their restructuring efforts.

EDA also has 150 staff members in the field with extensive experience in providing direct
assistance 1o distressed communities in restructuring their economies. EDA's state
Economic Development Representatives and Regional Office program staff are able to
react quickly and effectively to help a community structure its economic adjustment
strategic planning program and them implement the resu'ting 24jstment strategy

oY PROGRAM.

Eligibility for the program would be bases on a community being able to demonstrate that:

Tt had been certified by the CAIP program as eligible for assistance from NADBank.

If the community has not yet been certified by the CAIP, it must show that the economic
impact resulting from increased imports or plant relocations are significant to the overall
economic health and stability of the community. While EDA will not formally “certify” a
community as eligible for assistance, we would find indicators such as Labor or EDA
certification of worker groups or companies, or evidence of plant closure or relocations
from the community as evidence of trade impacts on the community.

-4.
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. EDA'’s Title IX Sudden and Severe Economic Dislocation job loss threshold criteria will
be used to determine whether the number of impacted jobs is considered sufficient to

justify assistance.

. It is an eligible applicant including a state, political subdivision of a state, special purpose
_units of government, Indian Tribes and Non-Profit Organizations representing the affected
communty.

The TAA for Communities Program would fulfill a double role of supporting continuing
expansion of trade opening agreements of overall benefit to the Nation while also meeting the
Federal obligation to assist those communities injured by the changes in trading patterns resulting
from those agreements. Participating communities would be expected to provide at least 25
percent of the cost of the proposed adjustment program.

PROPOSED FUNDING AND DURATTON;

The proposed TAA for Communities Program should be authorized for five years with funding to
start at $SO million the first year and increase by $10 million 2 year until it hit $90 million in the
fifth year. Activities in the first year would focus on assisting the 35 communities already certified
eligible under the CAIP and on identifying other communities suffering trade injury. EDA would
anticipate taking a pro-active approach to providing TAA for Communities and would expect to
identify a significant number of additiona! communities eligible for assistance in the first year.
Outreach would include contacting the major organizations representing local government as well
a5 business and labor organizations to make them all aware of the program and the resources it
can bring to help communities restructure. Given the trends in import statistics as to the industrial
sectors facing the greatest challenge as a resuli of NAFTA trading patterns, we would anticipate
significant activity in the industrial Midwest as well as the border regions. While the NAFTA
related trade impacts would be a significant fecus of the effort, we must also be cognizant of the
significant trade impacts resulting from the WTO agreement and will seek information on overall
trade trends 1o determine Likely areas of impact from products showing major impor increases.

While we would expect the first year to find numerous communities needing assistance in the
development of their adjustment strategy, we would also expect many communities to be in the
midst of their adiustment effort and needing significant implementation assistance. As the
adjustment strategies of the first years developed, we would expect increased implementation
assistance needs in the latter years of the program. At the end of the five year penod, a review
should be conducted of whether there is a continuing need for the program.

9/11/97
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TJerre Haute, Indiana - new Jobs—more than double the 253 lost

when the government plant closed. Two
. . . more companies are completing
ri .
Piant closu_-\g wag a::t'hert;‘n a Srf.:1 n?snit construction of facilities that will employ
of economic setbac or the co unity. another 410 workers.

In addition, renewed economic
development efforts are estimated to have
generated another 5500 jobs throughout
the area. Terre Haute's fallering urban
ronewal project was rejuvenated through the
vigarous support of the new Area Progress
Committee. .

Attar years of decline. employment In Vigo
County grew 15% to reach a peak of 44.305
between 1960 and 1970. In 1974,
unemployment had been reduced o 4.5%.

An Energetic, Confident Attitude
Needed for Economlic Recovery

Terre Haute. Indiana. Is siluated on a north.
south line between Chicago, lllinois, and
Evansville, Indiana. The city of 70335
tocgted in Vigo County. has an economy
historically based on food processing. coal
mining and railroading; however. manu-
factyring is a growing economic faclor. now
emplaying 25% of the available work force.

Between 1950 and 1960, an economic
eroslon in railcoading, mining and
agricultural services resulted in the loss of
more than 6000 jobs In the communily.

INDIANA

Serious labor-management problems / . The closing of the defense plant sparked
surfaced. Tha closing of the contraclor . . ._-/ 8 sonse of urgancy in both tabor and
operated Department of Defense Industrial ? TERAE HAUTE management leaders. A Uemendous

improvement in Terre Haute's labor/
management climate occurred following
action by the Council of Laborers and Hod
Carriers to provide the cily with funds
needed 10 purchase the defense facility. 1t
was thls new spirit of cooperation that was

Production Equipmeant, Storage and
Maintenance Plant was announced In
November. 1964, While the finai closing in
1966 affected onty 253 civilian jobs (1% of
the work force). it meant an annual payrolt
10ss to the community of $1.7 million, The
impending plant closure was another actually the cornerstone of Terre Havule's
setback in a long series of setbacks lor the . S rocovery eflons
dgiscouraged community. . . An energetic, confident communily
attitude has replaced Terre Haute's tormer
lethargy toward vitally needec economic
development. Once empty plants are again
bee-hives of activity. A new spirit penades
the community: all segments are puiling
Thete ara now nira industlal firms together in 2 concerted etiort to provide
located at Terre Haute's Fort Harrison jobs and civic benelits for those who work
Industrial Park. Thege firms provided 525 and tive in Terre Haute, Indiana. ©1975

former defense plant and surrounding
acreage into a modern. fully serviced
The leadership in Terre Haute was indusinial park.

delermined lo use the closing of the Tarre Haute Taday

gefence tzcility as @ catalyst 10 organize 8
new cooperative economic development
offort. In 1965, the Defense Office of
Economic Acjusiment (OEA) team was
called in. A broad based Area Progress
Committae was oraanized under the

Community Action

leadership of the president of Indiana State

Univarsity at Terre Haute Leaders from W
business and 'abor joined public officials PRINCIPAL BASE USE — Acreage

in a common eftort. JEA, working with focal |
representatives. provided an industaal 74 GOVERNMENT USE 160

. . . N (N STHy 2
district plan for reusa of the defense plant. ous 780

The Indiana States District Council of
Laborers and Hod Carriers loaned the city
§575.000 trom Lhe Council’s pension fund
lo purchase the property. The €conomic
Development Administration (EOA)
pravided the grant money needed for the
organization of a multi-county Economic

Qevelopment Oistrict which headquaneraed PIONTALL AT NI

in Terre Haule. EDA grants totaling $2.7 : n tow Caw 3am
i ; ; !‘ = ]

million 3150 were provided for highway and PR

other improvements needed to caauad tha ===
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Department of Defense

Office of Economic Adjustinent
400 Army Navy Drive — Suite 200
Arlinglon. VA 22202-2884

Date: 0/11/97

To: DOROTHY ROBYN

From: TPaul Dempsey

This fax transmission consists of _3 _pages. not including transmittal sheet. If
transmission is incomplete, please call the above listed number.

Hope that you received the Terre Haute one-pager. Unfortunately
it doec not talk about DOL which 1s always a player.

Attached are two pieces on EAC. Probably not as intormatrive as
the E.O. which tuok us fourever Lo gel Lhrough the Exec. Branch
Depte. Espccially Justice. Also attached a couple of pages out
of a hooklet we did with the NGA. Focuses on acsisting defence
dependent firms and is trom the point of view of rhe Srare Exec,
Braicli bul dues have chapters on Coordinating Resources,
Aassisting Firms, Assisting Workers, ectc.
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PRESIDENT'S ECONOMIC ADJUSTMENT COMMITTEE
AND
DEFENSE ECONOMIC ADJUSTMENT PROGRAM

Introduction

On January 15, 1992, the President signed Executive Order (E.O.) 12788. This Order updates and replace
E.O. 12049, lt reaffirms the President's Economic Adjustment Committee (EAC), established in 1970, and
the Defense Economic Adjustment Program. It also incorporates statutory requirements for this Program.

Background

The Program was established in 1961 by the Secretary of Defense to help mitigate adverse effects of
Defense closures and contract cutbacks. The Committee was first designated as the President’s Interagency
Economic Adjustment Committee in 1970 by an Executive Memorandum. This Committee and Program
were subsequently formalized in 1978 under Executive Order 12049, "Defense Econoric Adjustmcnt
Program," which broadened program support to include Defense expansian.

Composition

The Chair is the Secretary of Defense. The Vice Chair is the Assistant Secretary of Defense who oversees
the Office of Economic Adjustment (OEA) which serves as the Committee staff. The Committee is
presently composed of 23 Cabingt-level departments and agencies. Three levels of representation are:

Members - Department and agency heads. They meet at the discretion of the Chair. Also, they or
their designee, formally identify the Members of the Advisory and Working Groups for their
respectve departments or agencies. :

Advisory Group - Undersecretaries or their equivalent. They address policies peculiar to member
departments and agencies and approprate support to be given to the Defense economic adjustment
program.

Working Group - Department and agency officials who can address the daily technical and
program issues of the community Defense economic adjustment projects.

Committee Functions

Mandate - The Committee gives prionty consideration o requests for Federal technical assistance,
financial resources, excess or surplus property, and other requirements for communities adversely
affected by Defense program changes. These changes include: military base closures and
realignments, new military bases and expansions, and Defense contract reductions. Committee
program support is also given to projects addressing the encroachment of mcompauble
development around mulitary instaliations.

(over)
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Benefits - The Committee and the affected community mutually benefit from their coordinated
efforts. EAC assistance helps Defense impacted communities proceed quickly toward economie
recovery. Member agency program objectives are attained through coordimated ecanamic
adjustment assistance programs.

Meetings - Normally, the Working Group meets to address the operational matters of the Defense
economic adjustment program and individual community nceds. They are apprised of current
Defense impact situations and their support is requested.

Member and Advisory Group meetings are held when policy decisions are required, or irnmediate
Committee support is needed to offset impacts caused by critical program changes.

Task Forces - When required, Committee task forces can be created to support major econornic
adjustruent prablems or new initiatives. Task forces may be organized at the headquarters level,
but are more likely to be formed in the Federal regions.

A task force may be established on the recommendation of a member agency or by an OEA project
manager with the concurrence of the OEA Director. Notification oceurs through 2 memorandum
from the Director to the appropriate Federal agencies at headquarters, requesting the designation of
a point of contact to support the project. The memorandum includes a brief explanation of the
need and expected agency participation level.

OEA Support to EAC And Defense EAP

Each member of the OEA stafF is assigned to one or more EAC ageﬁcies for policy coordination and
program liaison purposes. Each apprises the other of project support requirements or program funding
potential. ’

OEA project managers identify, as early as possible, EAC support requiréments. OEA transmits these
requirements to the EAC for consideration in current and following year budgets.

Jo
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Coordinating Resources

Given state fiscal conditions, it is unlikely that additional funds will be available in the
near future for diversification efforts. A challenge for states is to mobilize private sector
support, make effective use of existing federal programs, and use limited state resources
to fill resource and service gaps that may inhibit economic conversion.

Private Sector

Large contractors can be important sources of support and expertise. These companies
can be enlisted to provide technical advice and training to their smaller suppliers, they
can provide advance notification and worker readjustment assistance to workers who
will be laid off, and they can donate or loan vacant buildings or unused equipment to
support start-up companies. Major corporations can provide matching funds to support
feasibility studies or community adjustment plans.

o In St. Louis, Missouni, the county gave McDonnell Douglas a tax credit in

exchange for a lease on an empty 15,000 square foot office building. The

- building was turned into a small business incubator and is being used to

house small companies, many of them run by former McDonnell Douglas
employees.

Other local businesses that will be affected by the economic health of the region
also can be enlisted to support community diversification efforts. Utilities and banks can
play a key role. For example, the public utility on Long Island provides reduced rates
for firms that participate in New York’s Industrial Effectiveness Program (IEP). IEP
provides technical, financial, and educational assistance to individual firms and industry
groups to help improve their competitiveness. Incentives are provided to firms that
move inlo commercial production. The state also can work with its financial institutions
to remove obstacles that may be preventing firms from obtaining financing for diver-
sification. :

Finally, business associations, chambers of commerce, and trade associations
can educate their members, increase their awareness of the issue, and provide them with
information on resources available for planning a diversification effort. These organiza-
tions also can encourage joint ventures and cooperative activilies such as marketing or
purchasing.

Federal Government

The federal government provides technical and financial assistance to states and
communities for economic adjustment planning and implementation. For example,

21 Coovdmating Rescapoos
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DoD's Office of Economic Adjustment helps communities affected by base closings,
military reductions, and contractor cancellations. The Economic Development Ad-
ministration (EDA) of the Department of Commerce is the primary source of federal
economic development assistance for defense-dependent businesses and communities.
EDA's Title IX program provides planning and project implementation funds to
communities facing sudden and severe economic dislocation. Implementation activities
can include the construction of public facilities, the provision of public services,
business development assistance, planning, research, and technical assistance. The Tille
IX program also has been used to fund local small business revolving loan funds
(RLFs). Such RLFs should be targeted to assisting businesses with the capacity to
replace the economic aclivity being lost due to defense cutbacks. An RLF can be used,
for example, to provide financing to new start-up companies, or to help firms introduce
new products or to enter new markets. While the Title IX program can support a variety
of activities, funding is very limited. The Defense Economic Adjustment, Diversifica-
tion, Conversion, and Stabilization Act of 1990 authorized $50 million to be transferred
from OEA to EDA for defense conversion planning and implementation grants for fiscal
1991 to fiscal 1993. As of September 1992, EDA had identified projects for funding that
total approximately $33 million.

The basic source of funding for worker readjustment is the Department of
Labor’s Economic Dislocation and Worker Adjustment Assistance (EDWAA) program.
A Defense Conversion Adjustment program was set up with $150 million in funding for
fiscal 1991-92 to assist workers laid off due to defense cutbacks.

Often states will need to mix and match a variety of sources of assistance, and
state funds will be needed to fill program gaps. For example, a major difficulty in using
EDWAA funds to assist dislocated workers is that workers cannot receive services untit
they actually have received a notice of layoff or already are unemployed. Except with a
demonstration grant, these funds cannot be used to retrain workers to facilitate diver-
sification and thus prevent dislocation. Either state or private sector support is required
for early intervention activities. Additional information on the EDWAA program is
contained in Chapter 6.

State Resources

It is likely that some state resources will be needed for a comprehensive diversification
effort. Existing state programs to support business development, community economic
development, and human resource development can be integrated to meet the needs of
defense-dependent workers, firms, and communities.

0 New York established the Defense Diversification Program (DDP) to in-
tegrate existing state economic development programs in order to meet the
needs of individual defense companies. The state's regional economic
development offices and Industrial Technology Extension Service have led
an extensive, targeted outreach campaign to make the state's defense-

" dependent manufacturing firms aware of DDP services. DDP assists firms in
several ways.

22 A Governos's Quide o Econoemic Coovervian
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o The Industrial Effectiveness Program offers both technical and financial
assistance, on a cost-sharing basis, for assessments to identify problems
and implement solutions for increasing productivity and competitiveness.

o The Economic Development Skills Training Program provides funding
- for skills upgrading, focusing on technology, total quality management,
» employee participation, and high-performance work organizations.

o The Industrial Technology Extension Service is a stalewide network of
manufacturing technology transfer experts.

o The Procurement Assistance Program: provides technical assistance in
federal/state procurement, market development, information access, and
bid preparation.

o The Global Export Marketing Service provides financial assistance {0
develop nondefense-related export market sales.

While existing resources can be tapped to fund a comprehensive diversification
initiative, a challenge for states is matching the various sources of funds to the unique
adjustment problems in a state. A review of the funding for the Massachuselts Industrial
Services Program’'s Defense Diversification Project gives a sense of the multiple
sources that are being tapped to support the efforts of just three regions of the state (see
figure). Each funding source has different requirements and regulations, which makes
it difficult to fund a comprehensive project. The more the state needs to rely on federal
sources of funding, the less flexibility there is in the use of the funds.

Pilot Program Works with Nioe Firms to Develop Diversification Strateges

! New York's Long Island Defense Diversification Projcct is 3 pilot program that has developed an
asscismens pracess W eslimale divemificalion poteatial, identify critical success [actors, and overcome
barriers L implementation. Tt will create a comprehensive methodology thal provides defense Grma with
@ bluepniat for structuning e diversificalion strutegy. The strulegy may antail now producls, acw markets,
or acw business processca that cnable companies to enhance their competiiveness in both defense and
commercial maskets. The project is beiing spoasored by the Defense Divemificalion Advisory Cabiaet,
8 consartium of representatives from slatc and local goverament sgencies, bigher educatioa, and
industry. Puading is provided by DoD's Office of Economic Adjustment, New York State, and the
defense rms.
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Defense Impact Projects and Sources of Funds in Massachusetts

DEPARTMENT DEPARTMENT : PRIVATE DEPARTMENT
FUNDING SOURCES |OF DEFENSE OF COMMERCE STATE MATCH SECTOR MATCH : OF LABOR
Defense Impact Prajects | Office of Econamic Ecoacmic Development
and Graats Adjustmeat $41,000 Administration $168,000  $62,000 Emergency Assistance Centers
' $503,000 ' Burlington $450,000
$500,000 Pittsfield $500,000
Ft. Devens $282,000
{will be increased)
Research on
Subcontractors Demonstrstion Entrepreneurial Traming
* Regional Conferences  Berkshires
» Coommmity Readjustment ¢ Buslington
Models and Strategies « Marlborough
+ Business Assistance Matching Funds
B Rspid Response Efforts
Revolving Loap Fund : o Western Rapid
e $2 million - pending $700,000 - Response Team
¢ Northeastem Rapid
Responss Team
Demonstration Projects
+ Trining for Defeuse-
Impected Firms
(pending)

SOURCE: Massachusetts Industrial Services Program, Apnl 1, 1992
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Terre Haute, Indiana
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Piant closing was another in a series
of economic setbacks for the community.

Terra Haute. Indiana. is situated on a north.
south line between Chicago, Winois, and
Evansville, Indiana. The city of 70.33%
1ocated in Vigo County. has an economy
historically based on food processing, o3l
mining and railroading; howevef. manu-
facturingis a growing economic factor. Now
emplaying 25% of the avallable work force.

@etween 1950 and 1960, an economic
erosion in railroading, mining and
agricultucal services resulted in the loss of
more than 6000 jobs In the community.
Serious labqr-management problems
surfaced. The closing of the contractor
operated Department of Defense Industrial
Production Equipment, Storage and
Maintenance Plant was announced in
November, 1964, While the tinal closing In
1966 atfected onty 253 civilian jobs (1% of
the work force). it moant an annua! payroll
10ss to the community of $1.7 million. Tha
impending ptant closure was another
setback in a long series of setbacks for the
discouraged community. .

Community Action

The leadership in Terre Haute was
determined lo use the closing of the
defgnse lacility as catalyst 10 organize 8
new cooparative economic development
effort. In 1965, the Defense Oftice of
Economic Adjustment {OEA) team was
called in. A broad based Area Progress
Committae was organized under the
leadership of the president of Ingiana State
University at Terre Haute. Leaders from
pusiness and 1abor joined public ofticials
in a common effort. OEA. working with tocal
representatives, provided an industrial
district plan for reus8 of the delense plant.
The Ingiana States District Council of
Laborers and Hod Carriers toaned the city
$575.000 from the Council's pension fund
to purchase the property. The Economic
Development Administration (EDA)
pravided the grant money needed for the
organization of a mutti-county Economic
Qevelopment District which headquanered
in Terre Haute. EDA grants totating $2.7
million atso were provided foc highway and

other improvements needed to capuadiha ===
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new Jobs—more than doubie the 253 lost
when the government plant closed. Two
more companies are complsling
construction of facilities that will employ
another 410 workers.

In addition, renewed economic
development eHorts are estimated to have

" generated another 5,500 jobs throughout

INDIANA

TERRE HAUTE
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former defense plant and surrounding
acreage into a modern. fully serviced
ingustrial park.

Torre Haute Today

There are NOw nine industrial firms
located al Terre Haute's Fort Harrison
Industriat Park. These lirms provided 525

the area. Terre Haute's taltering urban
renewal project was rejuvenated throughthe
vigarous suppont of the new Area Progress
Committee.

Attar yaars of decline. employment in Vigo
County grew 15% 10 roach a peak of 44305
between 1960 and 1970. In 1974,
unemployment had been reduced 10 4 5%.

An Energetic, Confident Attitude
Needed for Economic Recovery

The closing of the delense plant sparked
a sense of urgency in both tabor and
management leaders. A tremendous
improvement in Terre Haute's labof/
management climate occurred following
action by the Council of Laborers and Hod
Carriors to provide the city with funds
neaded to purchase the defense facility. t
was this new spirit of cooperation that was
actually the cornerstone of Terre Haute's
rocovery efforts.

An energetic, confident communily
attitude has reptaced Terre Haute's lormer
lethargy loward vitally needed economic
development. Once empty plants are again
bee-hives of activity. A new spirit pervades
the community: all segments are pulling
tagether in a concerted etfort to provide
jebs and civic benelits for those who work
and live In Terre Haute, Indiana. 01975
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Department of Defensc

Office of Economic Adjustment
400 Army Navy Drive — Suite 200
Arlington, VA 22202-2884
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Office (703) 604-6020 Fax (703) 604-5843

Date: 9/10/97

To: DOROTHY ROBYN

From: Paul Dcmpsey

This fax transmission consists of _15 _pages, not including transmittal sheet. If
transmission is incomplete, please call the above listed pumber.

Reached back into our archivee to get the attached one-pager on
Terre Haute. 1It’s brief hat does cover the organize, plan,
implement ProcAss.

The Deveus piece is more current and lengthier. Tr was done for

EDA by thc Harvard Grad Schnol of Design.

I hope that these are useful.

Dol
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Chapter Three
FORT DEVENS, MASSACHUSETTS

Eswablished in 1917, the 9,310-acre Fort Devens is the last major Army facility in New Eng-
land It is located thirty-five miles west of Boston and twenty miles east of Worcester at a ma-
jor bub in the Massachusetts rail network. The current buildings on the base were constructed
for the most part between 1928 and 1939; 2 number of brick buildings in the Georgian style
make up the Fort Devens Historical Dismict listed in the Massachusets Register of Histonc
Places. The distmict was nominated for inclusion in the National Register in 1995. In 1988.
Fort Devens became home to the Army’s Inforraanon Systems Command. It also provided the
Army’s area support for New England and facilives for marshaling the Reserves.

The April 1991 announcement of the closure of most facilities in Fort Devens, in spite of previ-
ous assurances to the conrary by members of the Massachusetts delegation, came as a Surprise
1o state and local officials. The closure would affect nine municipalites in the fort’s economic
region (which exiended into southern New Hampshire) in addition o the four owns within
which the fort was located. In 1990, the median household incomes for the four towns ranged
from $47.229 in Harvard and $41,552 in Lancaster - well above the state average — to $38,377
in Shirley and only $29,326 in Ayer. In spite of these disparities, they all had a significantly
higher proporuon of higher-income households than other towns in the region as a result of the
base’s presence. -

Thev were oot only socioeconomically different from each other. but also were affected differ-
enty by the closure decision. The North and Main Posts of Devens that were slated to be
closed comprised portions of Ayer, Shirley, and Harvard; the South Post, to be retained by the
Army, lay entirely within Lancaster.

Table 3-1
Sociceconomic Characteristics of the Fort Devens Towns
Towm Population Median Housebold Mediaa House Price
Income
Ayer 6.871 $29526 $136,100
Harvard 4,462 $47.299 £311,300
Lancaster 6.661 $41,552 $160,400
Shirley 6,118 $38.577 $147,100
s i

Sowrce- 1990 US Census

The potential economic impact of the closure on the greater Devens region was significant as
the average annual level of procurements from the region was over $200 million a year. In
1992, Devens employed about one thousand ¢ivilian workers, o 46 percent of the region's total
federal civilian work force. Based on 1992 data it was estimated that with the loss of thase
jobs. the region’s eamed wages would decline by close to $35 milbon. The resulding potential
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drop in populaton due to lost jobs in each of the four towns was estimated to range from 6.0
percent in Ayer to 0.1 percest in Harvard.

With the excepuon of Ayer, none of the towns has a regionally significant employment base.
Among the Devens region of thirteen municipalities in north-central Massachusetts and south-
erm New Hampshire, 6,149 jobs were located in Ayer, of which 44 percent were civilian gov-
ernment jobs, virtually all located at the Devens base. Ayer's reaction 10 the base closure an-
nouncement was the most acute as it focused chiefly on the loss of jobs and the furure of its
economic base. The reaction ip the other towns was more muted: Harvard, as a high-income
suburb, had few ues to the base. Shirley's leaders saw the closure as an opportunity 0 develop
the land for municipal uses. Lancaster did not believe it would be affected, as the South Post,
which was enurely within its boundaries, was to be retained.

Housing supply in Ayer. Harvard, and Shirley consisted of 8.215 units of which 1,725 were
located on the base, exclusive of enlisted personnel barracks. A significant proportion of the
housing in Ayer and Shirley, 54 percent and 41 percent respectively, was multi-family rental
units that accommeodated a large number of Devens personnel living off-base. Of the three

communiues, Ayer was most dependent on the base for the funding of its fowr schools,

including an elementary school located on the base. Approximately 70 percent of the student
population were children of military or civilian personnel empioyed at the, base, and one-third
of its $9.9 million school budget was supported by federal impact funding.

The inital response of the swte and towns to the Base Realipnment and Closure (BRAC)
Commission’s announcement was shaped by a shared belief thar the key to any reuse strategy
lay in replacing lost jobs. In spite of varying assessments as to what the reuse strategy should
be, the analysis, the plan, and the institutional proposal were focused on creating 3 mew
potental for economic development and generating the capital investnent necessary for
umplementation.

The state was influenced by both political and economic aspects of the closure decision. Three
crucial issues emerged quickly:
1. The unpopularity in the towns of an older but eminently feasible proposal to
build a new regional airport on the site;
2. The need to develop proposals that would be polidcally as well as
economically acceptabie to the towns;
5. The potential of the Devens site to play a role in a regional economic
development strategy.
The swategy for the reuse of the base was therefore conceived to maximize long-term
oppormunjues rather than to mitigate short-term losses for the region. As a result, the benefits
from redevelopment would not necessarily be directed to those most harmed by the base
closing.

From the beginning of the process, the Army was concerned with the potential liabilitv of
exisung environmental hazards. Fort Devens had been declared a national Superfund site in
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1989, and the Army was eager 1o extricate itself from owning a site whose market value was, at
best. questionable due to unresolved environmental issues. Given the weakness of the regional
economy, Army and swate officials found themselves confronting a substantial cleanup cost and
a lack of demand for industrial, commercial, or residential property in the region. The
successful reuse of the site depended on crearing market demand for the site by:

1. An expedited cleanup process using standards based on potental reuse
rather than maximum environmental remedianon:
A negotiated settiement between the Army and the state on liability;
Finding ways 10 afract potential private developers.

tJ

(V1)

The formulation of a redevelopment strategy was complicated by the fact that Fort Devens
swaddled four communites, each of which had different ideas on how it would be affected by
the closure decision. Ayer, for example, wanted to address and remedy the immediate
ecopomic effects of closure, while Harvard was more concerned with the effects of any reuse
swategy on its long-term well-being. Varying points of view prevailed at the state level. The
Massachusents Government Land Bank, in accordance with its swutory mandate, was looking
to both longer- and short-term regional and local development, while the governor's office was
concerned with the political as well as economic implications of all development optons. 1tis
thus remarkabie that the three municipalities would join forces with the state and the Land Bank
to develop 2 unified response to the closure of the base. The story of how this happened 1s
central o the Devens expenence.

3.1  The Initial Respoanse to the Closure Announcement

Local officials began to address Devens's post<iosure future in a series of private meetngs.
For perbaps the first time in their history, the selecunen of all four wwns met informally as a
group o draft a joint approach that could be presented to the Department of Defense’s Office of
Economic Adjustment (OEA) in order to obtain planning funds. Thev formalized thewr coop-
eration over the summer of 1991 by creating the Joint Board of Selectmen.’ This unusual reac-
ton was prompted in part by local oppositon to an older proposal of the Massachusetts Aero-
nautics Commission to develop a second major regiopal airport to augment Boston's Logan In-
ternatonal Airport Fort Devens, once vacated by the Army. was an obvious contender for the
proposed facility.

At the state level, the executive director of the Massachusetts Government Land Bank proposed
~ that his apency be given the task of preparing a reuse plan for Fort Devens. That summer the

5 In Massachusetts, the selecanen are the elected officials of towns. They handie executive maners as
a board. Certain maers such as appropriations and zoning arc the prerogative of the local legislative
body, the town meeting, which is open to all registered voters. The Joint Board of Selectmen had no
legal status but could play a powerful political role. Under Massachusetts law, the approval of any re-
use plan for Devens required a two-thirds vore of the town meeting of each of the towns whose land lay
within the base. Project approval from the town meetings was unlikely without the suppor of the se-
lectmen of the towns, individually and collectively.



v3/18-37

15:42 OER > 2024562223 ND. 351

govemor created a Devens Redevelopment Board and designated the Land Bank as the lead
agency. The board consisted of seven appointees from the private sector and four members to
be named by Ayer, Harvard, Shirley, and Lancaster. The board, with the Land Bank as its
technical staff, was charged with prepanng recommendations for Devens's reuse. In light of the
negative local reaction to the airport proposal, a study was commissioned to examine the need
for the arrport. In the summer of 1992, the consultants, Arthur D. Litde, Inc., found that a sec-
ond atrport was not needed. However, the possibility of an airport continued to be viewed by
the towns as a threat and had the unfortunate effect of furthering a distrust of the state agencies
involved in the reuse process, including the Land Bank. It also had the effect of boosting local
solidanty.

By September 1991, the Joint Board of Selectmen (JBOS) had organized themselves suffi-
ciendy to release their mission staternent The statement powerfully articulated the position of
the towns' leaders on Devens and JBOS's intent to have a controlling role in its reuse. The tone
was set 1o the introduction to the report:

The Joint Board of Selectmen recognize that Fort Devens was an integral
part of the social and economic fabnic of our communities. Despite this loss,
we recognize this as an era of oppornunity for all of us. There is a historv of
successful base closures which can serve as a foundation from which our
communites can learn and build upon....

As supulated in the Report on Planning Civilian Reuse of Former Military
Bases by the president's Economic Adjustment Committee, “The ultimare
responsibility for determining the final base reuses resws clearly with the
community leadership alone.”

Concurrenty, the town of Harvard took its own action by hiring a public relations/lobbying
firm and by creating the Fort Devens Task Force to advise the selecumen. The strength of feel-
ing in Harvard was demonstrated later that fall ar a meeting anended by some 700 people.
pearly all of whom opposed the airport

As the selectumen asserted their interest, they came into conflict with the Redevelopment Board.
which was said by some selecunen 1o reflect the position of the governor rather than local inter-
ests. Dunng this political struggle for control, the four towns’ planning boards continued their
joint consideration of development options for the Devens site, while the Army planned the fa-

ciliges 1t would retain on the South Post, and the Land Bank commissioned various reuse stud-
1€s. :

3.2 Positioging tbe Players

During the spring of 1992, both the Land Bank and the JBOS were wlking to the DoD's Office
of Economic Adjustment from whom they each hoped to receive a planning grant. The OEA
issued 2 Memo of Understanding in July 1992, which agreed 10 grant $204,000 to the Land
Bank with a pass-through for the JBOS. The pass-through funds were critcal to the JBOS's ef-
fectveness, as neither the local communities nor state agencies were willing to budget funds
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while stll waging a poliucal battle for the base’s survival. The JBOS opened its “reuse offce
on Devens.”

In October, the JBOS began to eam respect in an important quarter, the Pentagon. Several of
the towns' selecumen Taveled to Washington, DC, for a meeting with the OEA. Also anending
the meeting were the Land Bank's Bassett and Simon.’ and United States Senator Edward Ken-
nedv. Just before the meeting began, when Selectman Fohlin accidentally picked a seat be-
rween two DoD representatves and offered to move, Colonel Osgood of the OEA said to him.
“No. vou are our guests — s@y where you are.” Fohlin interpreted this as a sign of the DoD's
respect for the local leaders. Later in the meeting, Kennedy cut into a dialogue between the
Army and the Land Bank representadves and asked, “What do the towns have to say?" and then
turned 1o the selectmen. The selectmen viewed both incidents as symbolic of the fact that their
concerns were o be taken seriously.

Adding to the complexity of the situarion, then and now, was Fort Devens's starus since 1989 as
a national Superfund site. The Environmental Protection Agency had designated Devens as one
of the nation's worst hazardous waste sites. This status further complicated the transfer by re-
quiring a complex review and approval process involving millions of dollars in cleanup work
before the Army could cede the property 10 a local redevelopment authority. ln 1992, the Land
Bank filed an environmental notice with the Massachusetts Secretary of Environmental Affairs.
the first step required by the Massachusetts Environmental Protection Act (MEPA) for the re-
view of Devens's redevelopment Meanwhile, the Army filed its notice under e National En-
vironmental Protection Act (NEPA) for the reuse process. In August the secretary designated
Devens as a “major and complicated project,” a designation which provided flexibility by al-
lowing coordination in the MEPA and NEPA review processes, saving duplicabve studies and
potentially reducing the review tme. It also allowed for “the imely commencement of certain
reuse activities,” which enabled specific projects to proceed before the completion of the entre
environmental review. Oue of the reuse activities proposed by the Land Bank was the con-
struction of a new intermodal wansporation facility to promote the Port of Boston's rail links to
the continental US. The secretary allowed the intermodal center to proceed without a full Eavi-
ronmental Impact Report (EIR).

The federal Environmental Impact Statement (EIS) process began in the fall of 1992 with a no-
tice in the federal register announcing forthcoming public scoping sessions for the EIS.” The
project manager for base closure and realignment for the Army, Carter Hunt, indicated the sites
10 be retained by the Army: the South Post for the taining of reserves with support facilities on
Main Post. Two federal agencies had expressed an interest in utilizing portions of the site: the

6 Tim Basset was the executive director of the Massachuserts Land Bank and Jeff Simon was in
charge of the Fort Devens project.

7 Scoping sessions define the issues (o be dealt with in an environmental report. The statements made
at the January 1993 scoping sessions at Devens reveal the sttus of the reuse planning at that point
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US Bureau of Prisons proposed 2 hospital in the existing Cutler Army Hospital on the Main
Post and the US Fish and Wildlife Service proposed the exwension of the Oxbow Natonal
Wildlife Refuge. In addition. a so-called McKimney Act request® had been made by a nonprofit
group, Life for Little Ones, Inc., 10 utilize an existing chapel as housing for the homeless.

Hunt then announced thar the Land Bank and the JBOS were “working together to develop a
reuse plan for the installation." He stated that further screening of state and local reuse propos-
als would not occur until the "reuse plan has been developed.” If Hunt's statement represented
Armay policy, it appeared that there would be no disposition of land from Devens below the fed-
eral agency leve! until there was a reuse plan and that the reuse plan should be developed coop-
eratively by the state and local lead agencies.

Several of the groups submitting testumony to the scoping sessions demonstrated their knowi-
edge of using the NEPA regulations to their advantage. The Land Bank requested the status as
a "joint lead agency” along with the Army in order © "work closely with [it] in the preparation
of the EIS." Although the request was denjed, the Land Bank was granted "cooperating
agency" status along with the Bureau of Prisons, the Fish and Wildlife Service, and the JBOS, a
position that afforded it the opportunity to influence the EIS. Other tesumony by Land Bank
and JBOS representatives reflected their organizations’ concerns with the economic situation. Jt
stressed Fort Devens's role in the revitalization of the state's economy and the importance of the
state-supported intermedal facility. It urged a timely environmenta] review in order "to get
some new jobs and some new economic opportunities to replace what is being lost” and “expe-
diting of the environmental review of interim uses,” such as the Bureau of Prison’s hospital.

The need to expedite the environmental review process was agreed upon, a decision that en-
hanced the Land Bank’s reuse plan as the preferred alternarive. The Land Bank’s written sub-
mission to the scoping states that “our goal is to have a reuse plan suitable for NEPA review
completed by August 15, 1993," that is, within a year after its initial involvement in the project
This positoned the Land Bank to play a dominant role durning environmental review.

An equa] sense of urgency was felt at the local level. The four towns' planning boards had been
meeting since December 1991, and their positions differed from both thar of the JBOS and the
Land Bank. They were primarily concerned with the impacts of the closure:

The suitability of current zoning with regard to the reuse of the fort and in

the towns;

The creaton of a natural resources inventory (aquifers were at the top of

an extensive Jist);

8 The McKinney Act enables providers of housing to the homeless 1o claim surplus federal property
ahead of state and local redevelopment entties through a “screening” process that occurred relanvely
independently from the reuse planning process. The 1994 Amendment to the Act lets housing providers

apply directly through a redevelopment agency. The Land Bank is currently availing itself of this new
option.
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The need for an assessment of the existing on-base infrastructure;

The potential for locating municipal facilites on the foru

The waffic impacts of each reuse alternagve;

The impact of using of existing on-base housing for the homeless under
the McKinney.

The planning boards were concerned with both environmental and fiscal impacts. including the
consequences of the departure of mulitary families' children from the Jocal schools, ways t0 belp
existing businesses survive, and retraining programs for the local work force. Thev also noted
that the closure's repercussions on the real estate market as well as on the retal] sector would be
felt bevond the four towns. For example. in Leorninster where many civilians emploved at Fort
Devens lived, a 150-store shopping mall had changed its plans to locate there, because of the
closure.

Meanwhile twelve community workshops were held berween July 1993 and August 1994 to
solicit the public's views on the reuse of the fort. The first workshop, enutled “Goals and Op-
portunities.™ dealt with the first step in creating a plan which was only presented 1n its concep-
tual form to the seventh Workshop in January 1994.

33 Negotiating a Redevelopment Strategy for Fort Devens

The 1992 finding that projected aviation needs did not justify a second airport cleared the way
for a more rational public debate on the future reuse of Fort Devens. In contrast to the airport
proposal. the Federal Bureau of Prisons’ proposal to take over the exisung Army Cutler Hospi-
tal was well received Some thought that siting this federal use in the middle of Main Post
would kill the airport proposal; others welcomed it as a job provider. The positive reception of
what could have been a controversial use in a predominantly residental area is generally cred-
ited 10 the fact that the Federal Bureau of Prisons made it clear that it would not use the site
should the communities oppose it The Harvard selectmen’s Fort Devens Task Force visited
other similar installatons and reacted positvely.

The Bureau of Prisons’ project and the Oxbow Wildlife Refuge had come through the federal
surplus-land disposition process. The intermodal facility was state sponsored and pushed
through ou a lease basis. Later on, the Land Bank, with the assistance of Senator Edward Ken-
nedy, won a nahional competition for one of nine Job Corps centers natonally. The Jobs Corps
center would create 120 permanent jobs to provide education and employment-training for 400
disadvantaged youths each year. The federal government commitied to spending $5 million
annually for the center, with a $20 million imual invesunent

Though these projects would bring jobs to the area, they were still part of a shori-term eco-
pomic development swategy. Given the Superfund cleanup tumetable and restmicuons on uidh-
vidual site transfers. it would be several vears before private investment would occur on De-
vens. A final development plan could not be adopted without solving the institutional puzzle of
bringing the four towns together on such issues as land-use controls. property taxes, and the de-
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livery of public services. The governance issue had to be resolved prior to adopung a reuse
pian required for the wansfer of the base by the Army.

In early 1993, the Massachusetts legislative delegation insupated a senes of meetngs on the
subject of Devens's future governance. Key participants, besides the legislators, included the
Land Bank, the JBOS, Governor Weld’s administration, and the North Cenwal Massachusetts
Chamber of Commerce. The objective was to file legislation by late fall o create a pew govy
eming body for Devens's redevelopment.

The first outhne for the legislatdon was produced in April by the Land Bank and contained these
fearures:
There would be a new district, later to be npamed the Devens Regional En-
terpnse Zone.
The pew dismict would be governed by a commission, later named the
Devens Enterprise Commission, to be comprised of eleven members, four
of whom were to be nominated by the towns. The others were to be ap-
pointed by the governor, with five representing the region.
The commission’s powers would include: review and approval of the fi-
nancial viability of the reuse plan: presentng the plan for the approval of
the town meetings; establishing taxation and fees, subject 0 state ap-
proval; implementation powers, including zoning; and issuing the neces-
sary permuts and licenses for developments, subject 1o state review for
larger projects.
The commission’s jurisdiction over the Devens district was initially set at
ten to fifteen years (quickly changed to thirty). Jurisdictional responsibil-
ity afterwards was unclear.
The three towns® would have 10 approve the plan.

The JBOS did not find this version of the proposed legislation acceptable and. on November 0.
voted to submit their own legislation to be drafted by one selectman and one planning board
member from each of the four towns. The legislative commitnee met two nights a week for over
a month and presented their proposal o the JBOS and the Joint Planning Boards on December
7 and, one day later, to their legislative delegation for filing. The JBOS bill differed from the
Land Bank's April outline in several respects. The commission's composition had been
changed to six town pominees and five governor-appointed nominees, shifting the balance of
power towards the towns. Another critical aspect of the JBOS draft was that the approval of the

plan was to be by a simple majonity vote of the three town meetings, rather than the customary
two-thirds.

9 Lancaster was not included in the new district as none of its land was part of the Devens redevelop-
ment areq.
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The final version approved by the legislature' kept the town roeeting approval process as pro-
posed in the JBOS draft. The commission membership was enlarged to twelve, with two mem-
bers representing each of the three towns, three representing the region, and three others ap-
pointed by the governor: neither the towns nor the state would have a majority. However, the
bill's final version offered the towns some important protections: they would not be liable for
the cost of public services on Devens, including educational costs, and had the right 1o appeal
the decisions of the commission.

The Devens legislation required that the reuse plan and its companion zoning bylaw for the De-
vens enterprise diswict be approved by the threc towns by the end of 1994. That approval
would trigger the creation of the new commission and up to $200 million in bonding authonty
for the Land Bank to spend in the new Devens district. In the event of the town meetings' dis-
approval. the Land Bank had the option to walk away from the project, leaving the towns with
any residual financial responsibility. The deadline for the towns’ approval of the plan and by-
laws drove the work schedule. Disagreements and rivalry had developed between the Land
Bank and the JBOS, but collaboranon between the two bodies was essental to winning the
towns' approval.

By approving the plan and zoning bylaws, the towns would relinquish conwol over
development and transfer their power of taxation to a commission over which they would oot
have a coptrolling vote. The justification for this unprecedented move was aruculated in a
booklet widely distributed by the Land Bank Based on a financial analysis of the costs and
revenues associated with the acquisiton and redevelopment of Devens into a mixed-use facility
for firms involved with innovative technology, and assuming the acquisiton of the North and
Main Posts by the Land Bank,' the booklet set forth the fiscal impacts of closure and various
reuse options on the three municipalities. It concluded that the municipalites could not afford
10 redevelop the base themselves. In spite of an antcipated $95 million in potenual revenues
over a twenty-year period, the current weakness and future uncertainty of market conditions
implied the likelihood of some form of public subsidy for many vears to come. If the costs of
operation and management were added to the debt service, it would be thuty or more vears
before the redevelopment of Devens would reach a break-even point.  The report concluded that
the state would have to assurme most of the financial burden.

This analysis affected the reuse strategy in several ways. Even though the lead role would be
waken by the designated state agency, the Massachusetts Government Land Bank, complemen-
tary roles and responsibilities were assigned to various federal and state agencies. A numnber of
sites were assigned to the Army and other public agencies which would assume their capital
and operating costs. The local officials of the three towns within the primary impact area —
Ayer, Harvard, and Shirley — took part in the process of data collecton and analysis. This was

10 Ch. 498 of the Acts of 1993.

1l RKG. Mumicipal Fiscal Impact Analysis of Fort Devens Redevelopment.

16



vs/10-97

15:42 OER » 20824562223 ' NO. 851

a deliberate strategy on the part of the Land Bank and was a highly effective way 1o convince
iocal leaders that their direct involvement in redevelopment was fiscally impossible. The deci-
sion to stage the redevelopment of the base over twenty-five vears substantated the argument
that only the Land Bank could undertake the project’” Off-site impact mitigation costs were
recognized, notably the need for circulation improvements. However, the report proposed that
these costs not be included in the plan; they would be funded from vanous public programs,
and the negotanons needed in order to include them would have bogged down the plan's ac-
ceptance process. The conclusion clearly was that any redevelopment of Devens required a
strong centralized authority with the technical and financial capacity to carry the project for an
estimated twenty vears before a financial break-even point was reached. The state legislanure
would not have authorized up to $200 million bonding authority without strong state congol.
For the three towns, relinquishing their authority over the site would have clear advantages:

Adverse fiscal impacts would be avoided if the three towns approved the

plan and relinquished their land use and taxation powers for forty years.

Redevelopment would proceed in an orderly fashion

Jobs would be created more quickly.

The environment would be protected.

Some local contro! over new development would be maintained through

the town representatives on the commission.

The avoidance of adverse fiscal impacts was a persuasive argument as early estimates of the
required infrastructure improvements (the waste-water treatment plant, roadways. and utlites
systems) amounted to over $50 million, while annual operating deficits of several million dol-
lars were projected until new businesses could create a viable tax base. These expenditures
were clearly beyond the capacity of the three towas.

The reuse plan prepared by the Land Bank for an indusuial park on the Fort Devens site set
forth a pumber of goals that were presented to the towns in an extensive series of public meet-
ings:
. Development had to balance economie, social, and environmental needs.
. Development had to provide a diversity of uses and employment opportu-
ruues for a range of skill and experience levels w0 ensure that it would be
"sustainable” over tme.
e  The proposed development swategy would dernonstrate that economic de-
velopment and environmental protection were not incompatible.
. A balance between local, regional, and state interests would be achieved
through carefully chosen and complementary public and private uses.

12 The plan assumed a straight line absorption schedule for existing facilities and developable land and
acknowledged that in light of the weak market conditions pertaining at the time, "this assumption may

be optimustic.” This aspect of the analysis was played down in the plan which was distributed pubhclv
and "sold” in terms of future benefits.
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The plan itself was out of the ordinary as it provided only a generalized land-use proposal. a
governance plan which eswablished 3 new {nstruton with 2 unique combination of powers and
bonding authority from the suate legislature, and a set of bylaws which descnbed the process to
be followed by both public and private developers interested in any of the available sites. It
also set forth a long-term land disposal strategy and an independently developed short-term job
creation program. It was highly speculauve. for example. 10 propose a new high-technology
center an hour west of Boston at a time when an exisung industrial park abuting ample
developable land in nearby Worcester bad a high vacascy rate. Therefore. the Land Bank was
allowed enough latitude to respond w specific development proposals and changing market
conditions in a highly opportunistic manner. A traditional comprehensive land use plan would
have been inappropriate under these conditions. Even the generalized uses suggested by the
plan implied a greater certainty than actually existed. This discrepancy may have been intended
1o reassure the local comnmunities as well as potential investors.

The plan focused on both the protection of the narural landscape, to sausfy the demands of the
EPA and local towns, and on the creation of opportunites for growth. Highly entwepreneunal,
it softened land-use regulations, simplified the permitting process, and placed Devens at the
center of the state’s economic development strategy 1o compete internationally. One-third of
the land is committed to public open space, recreational uses, and the protection of natural
resowces. As far as growth opportunities, a number of benefits are offered by the Land Bank:
1. A 4.000-acre site with total security, an operational airport, and fiber-opuc
cable communicagons:
2. A $40-million bonding authonity for site improvements and enticements 1o
- developers;
3. Authority for “one-stop” permitting for new development, allowing the Land
Bank to coordinate all state-agency responses 1o proposals and allowing
flexibility when responding to developer inquines;
4. A marketing function within the Land Bank;
5. A potenuval for both a "federal enterprise zone” and a "federal foreign trade-
zone.

The reuse plan’s ultirnate justficagon was comprised of the economic development of a new
district. the unique land-use regulatory authority given the new commission. and the substantial
investnent committed by the swte. The question was, how would the plan fare in light of the
depressed real estate market and high vacancy rates in the region for indusmal. office, and re-
search-and-development uses, which represented abour two-thirds of the proposed reuses for
Devens. In order 1o become competiive, Devens had to offer something different and worth-
while to begin to artract private invesunent.

The broad implementation powers granted the Devens commission by the legislanon enabled 1t
to formulate flexible rules for reviewing proposed development, for the assessment charges 10
be levied through fees, permits, and property taxes, and for charges for muncipal services. A
kev instrument for atracting investment was the incorporation of a simplified permitung proce-
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dure for each of the land-use districts 1 be administered as part of the zoning bylaws."’ This
ability to cut through established procedures was seen as critical to making Devens competuve
in a difficult market It was agreed that the marketng of the site should not be to the detnment
of other vacant sites in the region. However, its size and unusual infrastructure made thus re-
smcuoen moot

The formulanng of development lasted from June untl mid-November, as a collaboratve effort
berween the Land Bank and the three towns, each of which had independent legal counsel
bringing 1n some of the very best wlent in environrnental and land-use regulatory law. Even
though there was precedent in Massachusetts for both regional land-use regulaton (Martha's
Yineyard Commission, the Cape Cod Regional Commission) and one-source permitting, the
Devens regulatory system would be unique. Tbe potental appeal of Devens 1o private develop-
ers lay in the coupling of a one-stop development review process and the availability of benefits
not found elsewhere and intended to enhance the state’s capacity w0 compete for major devel-
opments.

3.4 Arriving at a Political Consensus

In the closure of Fort Devens, the Land Bank had once again assurned the role of public devel-
oper, combining the formulation of a iong-term development strategy with the management of
the site. The Devens legislation had empowered it to acquire Fort Devens and invest up to $200
mullion over a forty-year period of redevelopment It will prepare the reuse plan, acquire the
property, and develop new infrastucture, roads, and utiliies. It will magage the site and pro-
vide all the public services normally provided by local government, including fire protection
and public works. The Land Bank will work closety with the Devens Enterprise Commission.
which will assume the authority to issue permits and undertake planning, conservation, and
zoning.

The reuse plan released in fall 1994 swessed themes which made use of the reputation of the
Boston region as a place where new technology and environmental concerns had a long wadi-
uon of coexistence. The property will be subdivided into large, 100-acre parcels suiwable for
new industies. An “innovation and technology center” was to be a catalyst for new develop-
ment and provide incubator space for new industries seeking affiliation with academic and re-
search institutions. An intermodal transportation facility would provide an efficient way to in-
legrate the ra1] and truck gansportation of goods and materials from the Port of Boston to other
New England states and allow Boston o compete with the Port of New York. Over one-third
of the land area of Fort Devens was 10 be retained as open space for conservation purposss and

13 The sandard Massachusents permitting process identifies development review procedures pertinent
to each zoning distict. Depending on the nature of the use proposed and the charactenistics of the zon-
ing district 2 number of autonomous state and local permitting agencies will becorne invoived—each
with separate and independent authority over different, but often overlapping, Jurisdictions. Examples
include a conservation commission’s jurisdiction over wetlands and a planning board's subdivision-
control authority.
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recreatonal use. Kev elements of the plan include expanding the Oxbow Natonal Wildlife
Refuge along the Nashua River and a new golf course reconfigured from the exisung one.

By early fall of 1994, there was no assurance thar the reuse plan and zoning bylaws would be
approved by a majority vote in each of the three town meetings.”* In October, a public heaning
held io Harvard bore out this concern.  After a formal presenmton by the Land Bank, the Joint
Board of Selecumen. and other local officials, one person after another walked up to the micro-
phone and asked pointed questions tha displaved considerable distrust of the Land Bank and
concern about what would happen under the proposed governance of Devens. Dunng October.
the Land Bank started conducting public opinion polls. The first poll revealed that replacement
jobs. conservation. and fiscal protection for local government were the areas of greatest concemn
to voters. Land Bank officials concluded that they had not adequately communicated the issues
to voters over the three years that had elapsed since the agency's tnitial involvement in the reuse
planning of Devens. From that time untl the town meeungs, an average of over four meenngs
with voters were held daily bv Land Bank represenuadves. The success of this intensive out-
reach effort became evident a few weeks before the town meetings when signs urging people to
"vote ves" sprouted on lawns in the area

On November 17 at the Base Officers' Club, the Land Bank and the JBOS held a heanng ar
which the zoning bylaws were distributed to the public. It was a thick, technical document
spelling out ip Jegal language how the land in the new Devens Enterprise Zone would be zoned.
how development would be reviewed and permitted, and how the powers for land-use regula-
Gon wouwd shift from the local boards 10 the comumussion. In spite of procedural objecuons to
the hearing, the JBOS held a public meeting immediately following, in which they voted to ap-
prove the reuse plan and zoning bylaws.

The final step in the transfer of Devens to the Land Bank was to take place on December 7.
1994, ar special town meetings 1o be held simultaneously in Aver, Harvard. and Shurley. Town
meetngs, which are open to all voters, are often unpredictable and difficult to conwol when
dealing with a controversial topic. The meetings in Shirley and Ayer were surprising in their
brevity and near unanimity of approval for the plan. The Shirley vote was 272 to 7, wath no
stated opposition during a brief debate. In Ayer. despite a snowfall. the town meeung drew
well over 700 voters. The question was called after a five-minute presentarion; there were only
two dissenting voles, and the session was over in a record twenty minutes. In Harvard, where
opposition had always been the szongest and most sophisticated. passage was stll in doubt on
the night of the special town meetng with 836 voters gathered to consider the issue. At the end
of a three-hour session filled with debale centering on environmental questions. a simple voice
vote was called on the plan. It passed by a big majonty.

12 The bylaws also had to be approved by the Massachusetts Division of Capital Planning and Opera-
tions
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The political campaign conducted by the Land Bank had been highly successful. The many
months of work by the JBOS and the Land Bank (both independenty and collaborauvely) had
gained the suppon of most town officials and the voters for the new Devens zone and commis-
sion. In the end, the plan encountered little resistance at the town meetings because voters felt
they had no choice. The towns' fiscal liability, should they assume responsibility for the reuse,
had been amply docurmnented and was daunting. This fear of fiscal liability was swengthened by

the unspoken threat by the Land Bank to pull out of the project entirely if the reuse plan failed
to win loca] approval.
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