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TAX CREDITS TO STIMULATE JOB OPPORTUNITIES IN
RURAL AREAS

WEDNESDAY, MAY 21, 1669

U.S. SenaTe,
CoMMITTEE ON FINANCE,
Washington, D.C.
The committes met, pursuant to call, at 10:15 a.m,, in room 2221,
New.d$enato Office Building, Senator Russell B, Long, chairman,
residing.
!;Pre§exlgt: Senators Long, Talmadge, Harris, Williams, Curtis, and
annin,
Opening Statement of the Chairman

The CuarmaN. The hearing will come to order. )
This morning the committee begins 2 days of hearings on pro-
Is to stimulato the creation of job opportunities in rural areas.
ne such s}:roposal is embodied in S, 15, a bill authored jointly by the
distinguished senior Senator from Kansas, Mr. Pearson, and the dis-
tinguished senior Senator from Oklahoma, Mr. Harris. This bill, co-
sponsored by 37 additional Senators, would extend tax credits for
investment In job-producing real and personal property. It would
also allow special deductions for amounts paid to rural employees
while they are being trained for their new work, and for depreciation
on the gx;operty used in the new enterprise.

At this point, it is an open question as to whether the tax credit
approach is the best means available for creating new job opportuni-
tltt)agécgerhaps more direct means can be worked out to achieve this
objective,

On the other hand, it is an open secret that President Nixon has
ﬁivon tax credits high priority in his administration and apparently

e is preparinf recommendations along this line for submission to
Congress at a Iater date. If tax credits are to be used, there is much
to commend the attention to rural areas that S. 16 envisions. The crea-
tion of new jobs will slow the migration of rural youth to the cities,
and will deter the growth of inner-city ghettos. Correspondingly, the
pressure on big-city budgets and welfare programs could be eased.

Manpower is one of the greatest assets of rural America, but the
mechanization of the farm has cut back drastically on the availability
of jobs. Fostering the development of rural areas can enable us to .
capitalize on the employment potential of nonurban talent without
adding to the problems of the cities.

Senator Pearson, we welcome you here and note the fact that you
have done yeomen work not only in trying to work up solutions to the

1)
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problem but in persuadingi 37 of your fellow Senators to join with
you in cosponsoring your bill, ) )

We have a long list of witnesses to hear during this proceeding.
Each of them has been urged to confine his oral comments to less
than 15 minutes. Even so, afternoon sessions both today and tomorrow
seem likely.

In the announcement of the hearing, it was stated that the com-
mittee would receive written statements for the record through Friday,
May 23. I am advised that many Xeople would prefer more time for
the submission of written viows. Accordingly, without objection, we
will hold the record open for written papers until the close of business
on Friday, the 13th of June,

‘We had hoped to have a spokesman from the Treasury Department
here today. Unfortunately, because they are engaged in the work of
assisting the President in the formulation of his own tax-credit recom-
mendations, they felt it would not be proper to state a dpublic attitude
on this question prior to the announcement of the President’s program.

Let me state very clearly for the record that this hearing today does
not relate in any way to tho legislation under consideration in the
House to repeal the 7-percent investment tax credit. We will conduct a
hearing on that matter at a later date, and I suspect that Congress
will repeal that credit.

Without objection, we will include at this point in the record the bill
S. 15, our committee press release announcing these hearings, and our
committee staff summary of S. 15.

(The material referred to follows:)
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IN THE SENATE OF THE UNITED STATES
Janvary 15 (legislative day, Jantany 10), 19690

Mr. Pearson (for himself, Mr. Aiken, Mr, Aveen, Mr, Bex~err, Mr. Brooxe,

Mr. Byep of West Virginia, Mr. Caxxon, Mr. Coox, Mr, Coorer, Mr.
CorroN, Mr, Curris, Mr. EacLeToN, Mr. Graver, Mr, Haxsen, Mr. Harnis,
Mr. Hart, Mr. Hareiee, Mr. Hruska, Mr. INovye, Mr. Javirs, Mr. McGee,
Mr. McGoverN, Mr. MErcavr, Mr. MiLLer, Mr. Moxpare, Mr. MoxTova,
Mr. Moss, Mr. Mu~or, Mr. NeLsox, Mr. Percy, Mr. Proury, Mr. Raxpovrei,
Mr. Risicorr, Mr. Scorr, Mr. Sroxe, Mr. Tavrmance, Mr. THURMOND, Mr,
Typines, and Mr. Youna of North Dakota) introduced the following bill;
which was read twice and referred to the Committee on Finance

A BILL

To provide incentives for the establishment of new or expanded

W @ =0 OO v o W N
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job-producing industrial and commercial establishments in
rural areas.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That this Act may be cited as the “Rural Job Development
Act of 1969".

DECLARATION OF PURPOSE

8eo. 2. The purpose of this Act is to increase the effec-
tive use of the human and natural resources of rural America;
to slow the migration from rural areas due to lack of eco-
nomic opportunity; and to reduce population pressures in
urban centers resulting from such forced migration.

VII-0
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2
DEFINITIONS

8Ec. 3. As used in this Act—

(1) The term “Secrctary” means the Socretary of
Agricaltare,

(2) The term “‘rural job development area” means any
area which the Secretary of Agriculture determines is—

(A) a county—

(i) no part of which is within an area desig-
nated as a standard metropolitan statistical area by
the Bureau of the Budget,

(ii) does not contain a city whose population
exceeds fifty thousand, and

(iii) in which more than 15 per centum of the
families residing therein have incomes under $3,000

_per annum; or

(B) a county defined in paragraph (A) (i) and
(i) in which for the most recent five years employment
has declined at an annual rate of more than 5 per
cenfum; or

(C) an Indian reservation or a native community
designated by the Secretary after consultation with the
Secretary of the Interior; or

(D) a county defined in pamgriph (A) (i) and
(ii) and is undergoing or is likely to undergo a sub-

stantial emigrtion of persons residing therein (other
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than military personnel and their dopendents) as a oon-

sequence of the closing, or curtailing of operations, of

an installation of the Department of Defense.
The Necretary's finddings nnder this subsection shall be wade
on the haxix of the most recent satisfactory data availahle
to him.

(8) The term “person” means an individual, a trust,
estate, partnership, associntion, company, or corporation,

(4) The term “industrial or commercial enterprise”
means any of the following types of husiness engaged in,
hy any person, through an industrinl or connercial facility—

(A) the manufacture, production, processing, or
assembling of personnl property—

(i) for sale to customers in the ordinary course
of business excluding any part of the activities of
such husiness consisting of retail sales and leases, or

(ii) for use in such person’s business,

(B) the distribution of personal property as prin-
cipal or agent, including, hut not limited to, the sale,
leasing, storage, handling, and transportation on thercof
but excluding any part of the activities of such husiness
consisting of retail sales and leases, or

() the construction of any huilding in a vl
joh development area as eonteetor for, or for sale to,

any customer, hut only in the case of a person engaged
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in the business of constructing such buildings as a con-

tractor for, or for sale to, customers.
The term “industrial or commercial cnterprise” does not
include the activities of selling, leasing, or renting out of
real property including the selling or leasing or renting
cut of a factory, workshop, office, warchouse, sales outlet.
apartment house, hetel, motel, or other residence, or the
lending of money or extending of credit.

(5) The term “industrial or commercial facility’’ means
a fixed place of husiness, in which an industrial or com-
mercial enterprise is wholly or partly carried on, including
but not limited to—

(A) a place of management or office,

(B) a factory, processing facility, plant, or other
workshop,

(C) w warehouse or sales outlet,

(D) a center for the transportation, shipping, or
handling of property,

(E) a recreation facility, including guest accommo-
dations constructed as part of such a facility, providing
recreation to the public for a charge or fee which is (i)
not inconsistent with State recreation plans, approved hy
the Bureau of Qutdoor Recreation, (ii) other recreation
facilities consistent with local economic development

plans, but no benefit shall be granted for recreation
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fucilities where the tax eredit wonld result in an undue

local competitive advantage.

The term “industrial or commereinl faeility” does not inelude
any store, or other premises, or portion of premises used as a
retail facility.

(6) The term *“retail sale or lease” means a sale or lease
made to a party whose payments therefor do not constitute
the expenses or costs of a business.

(7) The term “retail facility” means a store, premises,
or portion of premises in which a substantial percentage of
the sales or leases are retail sales or leases,

TITLE I—ELIGIBILITY FOR ASSISTANCE

CERTIFICATION

Skc. 101. (a) The Secretary shall issue a certificate of
cligibitity for henefits under this Act to any person who is
engaged in an industrial or commercinl enterprise, through a
new industrial or commereinl facility (or a new portion of
such a facility) located in a raml job development area, if—
(1) such facility has been approved by local
authority as consistent with local zoning ordinances and

cconomic aud physical planning;
(‘.’.)' such facility (or new portion thereof) was
placed in service by the person to whom the certificate is
to he issued in a rural jobh development area in the first

taxable year of the certification period;
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(3) placing snch facility (or uew portion thereof)
in =ervice has resulted in vegutar, full-time employment
by such person of at least ten additional persons;

(4) at least 50 per centum of the persons em-
ployed at such faeility (including the existing portion of
an expanded facility) in such first taxable year ave (A)
persons who reside within snch runal jobh development
arca or any other rural job development arca within
reasonable commuting distance of such facility, or (B)
persons who within the threc years preceding the com-
meneement of their enlovment (i) have served at
least one vear on active duty in the Armned TForees of
the United States, or (ii) have heen envolled for af feast
one year in the Job Corps:

(5) the Seeretary defermines that the industrial or
commereial enterprise wax uot relocated from one area
to another except that he may waive this requirement
if (A) the establishment of such fndustrial or com-
mercial facility will not result in an increase in unem-
ployment in the arca of original location (or in any
other area where such enterprise conducts business
operations), or (B) such industrial or commercial fa-
cility is not being established with any intention of

closing down the operations of such enterprise in the
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area of its original location or in any other arca whero

it conducts such operations;

(6) the person to whom the certificate is to be
issued agrees, in such form and manner as the Secretary
may preseribe, to maintain records listing the munes and
residences of all full-time employces at the industrial
or commercial facility for which the certificate is being
issued, tho datc on which they were hired, their employ-
ment, tpeir residences and economic situation at the
time of hiring, and any other information reasonably
required by the Secretary for the purposes of this title;
and

(7) the Secretary determines that the expected
benefits to employment and to other aspects of the eco-
nomic and social welfare of such rural job development
urca warnanl the gmuling of the income tax incentives
under title 11 of this Act as to the capital investment in
sich industrial or commereial facility.

(b) The Sccretary shall issue a separate cortificate of
eligibility with regard to each industrial or comimnercial facil-
ity (or new portion thereof) which meets the requirements
of subsection (a) regardless of whether such facility is oper-
ated by any person as part of a single industrial or commer-

cial enterprise.
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(o) The Secretary shall issue a certificato of eligibility
for benefits under this Act to any person who is a successor
in interest to any person operating an industrinl or commer-
cial enterprise which has established an industrial or commer-
cial facility in a rural job development arvea and with respect
to which facility a certificate of eligibility was issued under
subsection (a), if—

(1) such person agrees to continue to use the facil-
ity as an industrial or commereial facility, and to con-
form to the requirements of subsection (a) ; and

(2) the issnance of such certificate is in accordance,
as determined hy the Sccretary, with the policy set forth
in subsection (a) (5) respecting the relocation of
industry.

(d) The Secretary shall terminate a certificate of eligh-
hility issued (o any person under this soction to operate an
industrial or commereinl facility whenever he detennines,
after an appropriate hearing, that the person to whom xuch
certificate was ixsued has failed, after due notice and a rea-
somable opportunity to correet the filure at such facility, to
carry out its ngreement inder subsection (a) (4). In making
a determination under this subsection, the Seeretary shall he
guided by, but not limited to, the following criteria:

(1) A reduetion in the number of qualified jobs

provided by any such enterprise below the minimums
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specified in subsection (a) (4) shall not be grounds fo
termination of a certificate of eligibility issued to such
enterprise, if the Secretary determines that (i) such
reduction results from business or economic factors be-
yond the control of such enterprise, and (ii} not less
than two-thirds of all the persons employed full time
in such jobs by such enterprise to meet the requirements
of subsection (a) (4) continue to meet those require-
ments,

(2) A change in the residence of any person em-
ployed by such enterprise, after his employment has
commenced, shall not affect his status for purposes of ap-
plying section (a) (4).

(e) The Secretary may waive all or imrt of the require-

ments specified in subsection (a) (4) if he finds that the
operation of a facility requires skills that are not available
within the rural job development area and that the expected
. benefits to other aspects of the economic and social welfare
of the rural job development area warrant the granting of tax

incentives under title II of this Act.

(f) Each certificate of eligibility issued under this sec-

tion shall describe the industrial or commercial enterprise and

the industrial or commercial facility (or the portion thereof)

with respect to which it is issued in such detail as may be
8. 156—2
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necessary for purposes of administering the income tax in-
centives under title II of this Act.

(g) The Secretary shall keep intercsted and participat-
ing Federal, State, and local agencies fully apprised of any
action taken by him under this section.

(h) No certificate of eligibility shall be issued under
this section to any person, unless application therefor is re-
ceived by the Secretary prior to the expiration of ten years
after the date of enactment of this Act.

REPORTS

Sko. 102, (a) The Secretary may by regulation require
any person to whom a certificate of eligibility is issued under
section 101 to file such reports from time to time as he may
deem necessary in order to carry out his functions under
this title.

(b) Whoever, in any report required to be filed under
this section, knowingly makes a false statement of a material
fact, shall be fined not more than $—————— or ix'npris~
oned for not more than

TITLE II—-TAX INCENTIVES

INCOME TAX CREDIT FOR INVESTMENT IN DEPRECIABLE

years, or both, .-

PROPERTY IN RURAL JOB DEVELOPMENT AREAS
8ec. 201, (a) Subpart A of part IV of subchapter A
of chapter 1 of the Internal Revenue Code of 1954 (relating

to credits allowable) is amended hy renumbering section 40
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as 41, and by inserting after section 39 the following new
section:
“SEC. 40. INVESTMENT IN CERTAIN DEPRECIABLE PROP-
ERTY IN RURAL JOB DEVELOPMENT AREAS.

“(a) Qenerar Rune.—There shall he allowed, as a
credit against the tax imposed by this chapter, the amonnt
determined under subpart C of this part.

“(b) ReaurATiONS.—The Sccretary or his delegate
shall prescn’b; such regulations as may he necessary to carry
out the purposes of this section and subpart C.”

(b) Tart IV of subchapter A of chapter 1 of such Code
(relating to credits against tax) is amended by adding at
the end thereof the following new subpart:

“Subpart C—Rules for Computing Credit for Investment
in Certain Depreciable Property in Rural Job Devel-

opment Areas

“Sec. 51. Amount of credit.
“Sec. 52 Certain dispositions, ete., of section 40 property.
“Sec. 53. Definitions; special rules,

“SEC. 51. AMOUNT OF CREDIT.
“(a) DETERMINATION OF AMOUNT.—

“(1) GeNERAT RULE.—The amount of the crcdit
allowed by section 40 for tho taxable year shall he equal
to:

“(A) 7 pereent of the qualified expenditures

(as defined in section 53(h)) nde during the
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taxable year in regard to section 40 real property
(as defined in section 53 (a) (8) ), and
“(B) 14 percent of the qualified expenditures
made during the taxable year in regard to section

40 personal property (as defined in section

63 (a) (4) ).

In the case of qualified expenditures made with respect
to a section 40 facility (as defined in section 53 (a)
(5)) which is located in a rural development area (as
defined in section 3 (2) of the Rural Job Development
Act of 1969) which has a population density of less
than 25 persons per square mile, the percentages speci-
fied in subparagraphs (A) and (B) shall be 10 percent
and 17 percent, respectively.

“(2) LimiraTioN.~—Notwithstanding paragraph
(1), the credit allowed by section 40 for the taxable
year shall not exceed the taxpayer’s liability for tax for
such year. ‘

“(8) LiaBiLITY FOR TAX.—For purposes of this
section, the liability for tax for the taxable year shall be
the tax imposed by this chapter for such year, reduced
by the sum of the credits allowable under—

“(A) section 33 (relating to foreign tax

credit),
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“(B) section 35 (relating to partially tax-
exempt interest) ,
“(C) section 37 (relating to retirement in-
come), and
“(D) section 38 (relating to investment in
certain depreciable property).
For purposes of this paragraph, any tax imposed for the
taxable year by section 531 (relating to accumulated earn-
ings tax), section 541 (relating to personal holding com-
pany tax), or section 1378 (relating to tax on certain
capital gains of subchapter S corporations), and any addi-
tional tax imposed for the taxable year by section 1351
(d) (1) (relating to recoveries of foreign expropriation
losses) , shall not be considered tax imposed by this chapter
for such year, .
“(b) CarrRYBACK AND CARRYOVER OF UNUSED
CREDITS.—

“(1) ALLOWANCE or CREDIT.—IF the anmount of
the ecredit determined under subsection (n) (1) for
any taxahle year exceeds the taxpayer’s linbility for tax
for such taxable year (hereafter in this subsection re-
ferred to as the ‘unused credit year’), such excess
shall be—

“(A) a section 40 credit carryback to each of
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the 3 taxable years preceding the unused eredit year,
and
“(B) a section 40 eredit carryover to cach of

the 10 taxable years following the unused credit

year,
and shall be added to the amount allowable as a credit
by section 40 for such years, except that such excess
may be a carryback only to a taxable year ending after
the date of the enactment of the Rural Job Development
Act of 1969. The entire amount of the unused credit for
an unused credit year shall be carried to the earliest of
the 13 taxable years to which (by reason of subpara-
graphs (A) and (B)) such credit may be carried and
then to each of the other 12 taxable ycars to the extent
that, because of the limitation contained in paragraph
(2), such unused credit may not be added for a prior
taxable ycar to which such unused credit may be carried.

“(2) LimirATION.—The amount of the unused
credit which may be added under paragraph (1) for any
preceding or succeeding taxable year shall not exceed
the amount by which the taxpayer’s linbility for tux for
such taxable year exceeds the sﬁm of—

“(A) the credit allowable under subsection
(a) (1) for such taxable year, and

“(B) the amounts which, by reason of this
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subsection, are added to the amount allowable for
such taxable year and attributahle to taxable years
preceding the unused credit year.
“SEC. 52. CERTAIN DISPOSITIONS, ETC., OF SECTION 40
PROPERTY.
“(a) GeNkRAL RuLkR.—Under regulations prescribed
by the Secretary or his delegate—

‘(1) EarLy p1sposiTIONS.—If section 40 prop-
erty (as defined in section 53 (a) (2)) is disposed of, or
otherwise ceases to qualify as section 40 property with
respect to the taxpayer, the tax under this chapter for
the taxable year in which the disposition occurs shall be
increased by an amount equal to the credits allowed un-
der scction 40 for prior taxable ycars for qualified ex-
penditures (as defined in section 53 (b)) which were
made—

““(A) in the case of section 40 real property

(as defined in section 53 (a) (8) ) within 10 years

before the date of the disposition, or

“(B) in the case of scction 40 personal prop-

orty (as defined in section 53 (a) (4)) within 4

years beforo tho date of tho disposition.

This paragraph shall not apply to any qualified expen-
ditures with respect to which there has been an inorease

of tax under paragraph (2).
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“(2) TERMINATION OF CERTIFICATE.—If the sec-
tion 40 certificate (as defined in section 53 (a) (1)) is
terminated under section 101 (d) of the Rural Job De-
velopment Act of 1969, with respect to a section 40
facility of the taxpayer—

““(A) the taxpayer’s tax under this chapter for
the taxable year in which the termination occurs
shall be increased by an amount equal to the credits
allowed under section 40 for prior taxable years for
qualified expenditures which were made in accord-
ance with section 53 (b) (3) within 3 years before
the date of the termination with respect to all sec-
tion 40 property used at, or in connection with,
such facility, and

“(B) the taxpayer’s gross income for the tax-
able year in which the termination occurs shall be
increased by an amount equal to the deductions
allowed to the taxpayer under section 183 in such
taxable year and the 2 preceding taxable years with
respect {o employees employed at sueh facility.
“(3) CARRYBACKS AND UARKYOVERS ADJUSTED,—

In the case of any dispositibn described in paragraph
(1) or any termination described in paragraph (2), the
carrybacks and carryovers under section 51 (b) shall
be adjusted.
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“(b) Sectiox Nor To ArpLY IN CERTAIN CASES.—
Subsection (a) shall not apply to—
“(1) a disposition by reason of death,
“(2) a disposition to which section 381 (a) applies,
“(8) a disposition necessitated by the cessation of
the operation of a section 40 facility where the Secretary
of Agriculture certifies that such cessation results from
economic factors beyond the control of the section 40
business (as defined in section 53 (a) (6)), or
“(4) a disposition on account of the destruction
or damage of section 40 property by fire, storm, ship-
wreck, or other casualty, or by reason of its theft.
For purposes of subsection (a), property shall not be treated
as ceasing to be section 40 property with respect to the tax-
payer by reason of a mere change in the form of conducting
the section 40 business so long as the property is retained in
such business as section 40 property and the taxpayer
retains a substantial interest in such business.
“SEC. 53. DEFINITIONS; SPECIAL RULES,

“(a) SEcTION 40 CERTIFICATE, ETC.—For purposes
of this chapter—

“(1) SECTION 40 CERTIFICATE.—The term ‘sec-
tion 40 certificate’ means a certificate of eligibility issued
by the Secretary of Agriculture under section 101 of
the Rural Job Development Act of 1969.

8. 15—3



Qe N

© 0w a o

10
11
12
13
14
15
16
17
18
19

21

23

25

20

18

““(2) SECTION 40 PROPERTY.—The term ‘section

40 property’ means property which, in regard to a tax-

payer conducting a section 40 business—

“(A) is of a character which is subject to the
allowance for depreciation provided in section 167
and which is not property of a kind which would
properly be includible in the inventory of the tax-
payer if on hand at the close of the taxable year or
which is not property held by the taxpayer pri-
marily for sale to customers in the ordinary course
of his trade or business,

“(B) will be used by such taxpayer (i) as a
section 40 facility, (ii) as an integral part of, or in
the operation of, any such facility, (iii) in furnish-
ing transportation, communications, electrical en-
ergy, gas, water, or sewage disposal primarily to
any such facility, and

“(C) has at the time it is first used by such
taxpayer after such taxpayer has been issued a sec-
tion 40 certificate in regard to the section 40 facility
at, or in connection with which, such property is
used, & useful life of at least (i) 4 years in the case
of section 40 personal property, (ii) 10 years in the

case of section 40 real property.

Property shall not be treated as section 40 property if,
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after its acquisition by the taxpayer, it is used by a
person who used such property before such acquisition
(or by a person who bears a relationship described in
section 179(d) (2) (A) or (B) to a person who used
such property before such acquisition) .

‘““(3) SECTION 40 REAL PROPERTY.—The term ‘sec-
tion 40 real property’ means section 40 property which
is section 1250 property (within the meaning of section
1250 (c) ).

“(4) SEOTION 40 PERSONAL PROPERTY.—The term
‘section 40 personal property’ means section 40 property
which is section 1245 property (within the meaning of
section 1245 (b)).

“(5) SECTION 40 FACILITY.—The term ‘section 40
facility’ means an industrial or commercial facility (as
defined in section 3 (5) of the Rural Job Development
Act of 1969) which is specified by the Secretary of
Agriculture in a section 40 certificate.

‘“(6) SeorioN 40 BUSINESS.—The term ‘section 40
business’ means an industrial or commercial enterprise
(as defined in section 3 (4), of the Rural Job Develop-
ment Act of 1969) with respect to which a section 40
certificate has been issued which has not been terminated
under section 101 (d) of such Aect.

“(b) QUALIFIED EXPENDITURER.—
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“(1) IN GENERAL.—The term ‘qualified expendi-
tures’ means, with respect to each taxable year, expendi-
tures by the taxpayer—

“(A) properly chargeable to capital account,
“(B) paid or acerued for—

“(i) the manufacture, production, construc-
tion, or erection of scction 40 property,

“(ii) the acquisition of section 40 property
by a purchase (as defined in section 179 (d) (2)
and subsection (d) of this section), or

“(iii) the reconstruction, permanent im-
provement, or hetterment of section 40 prop-
erty, and
“(C) made before the close of the 10-year

period heginning with the date on which a section

40 certificate is first issued to any person with

respect to the section 40 facility, at, or in connection

with which, such property is used.

“(2) LimrraTioN.—Expenditures in regard to sec-
tion 40 real property shall be treated as qualified ex-
penditures only if the construction, erection, acquisition,
reconstruction, permanent improvement, or betterment
for which such expenditures are made, conforms to the
standards prescribed hy the Sccretary of Agriculture,

“(3) YEAR OF QUALIFIED EXPENDITURES.—AIl
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qualified expenditures shall be deemed made in the tax-
able year in which—
“(A) in the case of qualified expenditures for
the manufaéture, production, construction, erection,
or acquisition by purchase of section 40 property,
the year in which the section 40 property is placed
in service, and
“(B) in the case of qualified expenditures for
the reconstruction, permanent improvement, or bet-
terment of section 40 property, the year in which
the section 40 property as reconstructed, improved,
or bettered as a result of the qualified expenditure
is placed in service.
For purposes of this paragraph, any manufactured, pro-
duced, constructed, erected, or acquired section 40 prop-
erty, or any reconstructed, improved, or bettered sec-
tion 40 property, shall be deemed placed in service’in
the taxable year in which such manufactured, produced,
constrieled, erected, or acquired section 40 property, or
siich section 40 property as reconstructed, improved, or
bettered, first becomes subject to depreciation by a tax-
payer computing depreciation on a daily basis,

“(4) REPLACEMENT PROPERTY.—If section 40
property is manufactured, produced, constructed, erected,

reconstructed, or acquired to replace property which
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was dostroyed or damaged by fire, storm, shipwreck, or
other casualty, or was stolen, the qualified expenditures
with respeet to such section 40 property which would
(but for this pargraph) be taken into account for pur-
poses of scetion 51 (n) shall he reduced by an amount
equal to the amount received by the taxpayer as com-
pensation, by insurance or otherwise, for the property so
destroyed, damaged, or stolen, or to the adjusted basis
of such property, whichever is the lesser.

“{(0) CERTAIN LEASED PROPERTY.—A person who isa
lessor of property, which in the hands of the lessee consti-
tutes section 40 property, may (at such time, in such man-
ner, and subject to such conditions as are provided by reg-
ulations prescribed by the Secretary or his delegate) elect
with respect to any section 40 property, as to which no prior
credit under section 40 has previously been taken, to treat
the lessee as having purchased such property for an amount
equal to— . ' .

“(1) except as provided in paragraph (2), the fair
market value of such property, or

“(2) if such property is leased by a corporation
which is & member of an affiliated group (within the
meaning of section 46 (a) (5)) to another corporation
which is a member of the same affiliated group, the basis

of such property to the lessor. If a lessor makes the elec-
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1 tion provided by this subsection with respect to any
2 property, the lesseo shall be treated for all purposes of
3 this subpart as having acquired such property. For pur-
4 poses of this subpart, the uscful life of property in the
5 hands of the lessce is the useful life of such property in
6 the hands of the lessor.
7 “(d) SuscHAPTER S CORPORATION.—In the case of
8 an electing small business corporation (as defined in section
9 1371)—
10 “(1) the qualified expenditures for each taxable
11 year shall be apportioned pro rata among the persons
12 who are sharcholders of such corporation on the last day
12 of such taxable yecar, and
14 “(2) any person to whom any expenditures have
15 been apportioned under paragraph (1) shall be treated
16 (for purposes of this subpart) as the taxpayer with
17 respect to such oxpenditures, and such expenditures shall
18 not (Dy reason of such apportionment) lose their char-
19 acter as qualified expenditures.
20 “(0) Esraris AND Trusts.—In the caso of an estato
21 or trust—
22 “(1) the qualificd oxpenditures for any taxable
23 year shall be apportioned between the estate or trust and
24 the beneficiaries on the basis of the income of the cstate
25 or trust allocable to each, and
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“(2) any beneficiary to whom any expenditures
have been apportioned under paragraph (1) shall be
treated (for purposes of this subpart) as the taxpayer
with respect to such expenditures, and such expenditures
shall not (by reason of such apportionment) lose their

character as qualified expenditures.

- SO e W N -

“(f) Cross REFERENCE.—

“For application of this subpart to certain acquiring
corporations, see section 381(c)(24).”

(s <]

(o) Section 48 (a) of such Code (relating to definition

o

of section 38 property) is amended by adding at the end
10 thereof the following new parngraph:

11 “(7) SECTION 40 PROPERTY.—\ny property
12 which is section 40 property (as defined in section

13 53 (a) (2)) shall not be treated as section 38 property

14 to the extent that expenditures for the manufacture, pro-
15 duction, construction, ercction, reconstruction, perma-
16 nent improvement, betterment, or acquisition of such
17 property constitute qualified expenditures (as defined in
18 section 53 (b)).”

19 (d) Section 381 (ec) of such Code (relating to carry-

20 overs in certain corporate acquisitions) is amended by adding
21 at the end thereof the following now paragraph:
22 ““(24) CREDIT UNDER SECTION 40 FOR INVEST-

23 MENT IN CERTAIN DEPRECIABLE PROPERTY IN RURAIL
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JoB DEVELOPMENT AREAS8,—The acquiring corporation
shall take into account (to the extent proper to carry
out the purposes of this section and section 40, and under
such regulations as may be prescribed by the Secretary
or his delegate) the items required to be taken into ac-
count for purposes of section 40 in respect to the distribu-
tor or transferor corporation.”

(e) (1) The tahle of subparts for part IV of subchapter

W 0 =0 & v R W N e

A of chapter 1 of such Code is amended by adding at the
10 end thercof the following new item:

11 «“Subpart C—Rules for computing credit for investment in

12 certain depreciable property in rural job development
13 areas.”
14 (2) The table of sections for subpart A of part IV

15 of subchapter A of chapter 1 of such Code is amended by
16 striking out the last item and inserting in lieu thereof
17 the following:

“Sec. 40. Investiment in certain deprecinble property in rural

job development areas.
“Sec. 41. Overpayments of tax.”

18 (3) Part V of subchapter A of chapter 1 of such
19 Code (relating to tax surcharge) is amended—

20 (A) by renumbering section 51 as 56, and

21 (B) by striking out “51” in the table of sec-
22 tions and inserting in lien thereof “56”.

30-015 0—69——3
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1 DEPRECIATION DEDUCTION

2 SE0. 202, Section 167 of the Internal Revenue Code of _-

3 1954 (relating to deprecintion) is amended by redesignat-
4 ing subsection (j) as (k) and by inscrting after subscection

5 (i) the following new subsection:

(i “(i) SroriON 40 PROVERTY.—

7 “(1) Uskrurn LIFE.—At the election of the tax-

8 payer—

9 ““(A) the useful life of any property which is
10 section 40 property (as defined in section 53 (a)
11 (2)) shall, for purposes of this section, he 66}
12 percent of the useful life of such property deter-
13 mined withont regard to this paragraph; and
14 “‘(B) the guideline class lives prescribed by the
15 Secretary or his delegate which are applicable to
16 any property which is section 40 property shall,
17 for purposes of this section, be 663 percent of the
18 guideline class lives applicable to such property
19 determined without regard to this paragraph.

20 An election under this paragraph shall be made at such
21 time and in such manner as the Sccretary or his dele-
22 gato prescribes by regulations.

23 “(2) NEARFST FULL YEAR—If the useful life or

=

guideline class life of any: property as determined under
25 subsection (i) includes a fraction of a year, snch useful

26 life shall be deemed the ncarest full year.
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“(3) RESERVE RATIO TESTS.--In justifying class
lives used for purposes of the deduction allowed by this
section under the reserve ratio tests preseribed by the
Scecretary or his delegate, a taxpayer who makes an
election under paragraph (1) (B) shall, for all pur-
poses, be deemed to have utilized class lives equal to
150 percent of those applicable determined without re-
gard to this subsection,

“(4) SALVAGE VALUE.—In determining the sal-
vage value of section 40 property subject to an election
under paragraph (1), the uscful life of the property
shall be deemed that life which would he applicable
without regard to paragraph (1).

“(5) ExcrprrioN.—No election may be made un-
der paragraph (1) with respect to any section 40 prop-
erty which is placed in service after the expiration of
the 10-year period beginning on the date on which a
section 40 certificate (as defined in section 53 (a) (1))
is first issued to any person for the section 40 facility
(as defined in scction 53 (a) (6)) at, or in connection
with which, snch section 40 property is used.”

NET OPERATING LOSS CARRYOVERS

Sro. 203. Section 172 of the Internal Revenue Code of

24 1954 (relating to net operating loss deduction) is amended—
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(1) by striking out “(D), and (E)” in subsection
(b) (1) (B) and inserting in lieu thereof “(D), (E),
and (F)";

(2) by adding at the end of subsection (b) (1) the
following new subparagraph:

“(F) The portion of a net operating loss for

any taxable year to which (under subsection (1))
this subparagraph applies which is allocable to the
operation of a section 40 business (as defined in
section 53 (a) (6) ) through a section 40 facility (as
defined in section 53 (a) (5) ) shall be a net operat-
ing loss carryover to each of the 10 taxable years
following the taxable year of such loss.”

(3) by redesignating subection (1) as (m), and
by inserting after subsection (k) the following new
subsection:

“(1) CarrYOVER OF NET OPERATING LOSSES OF SEC-
TION 40 BusiNEssEs.—Subsection (b) (1) (F) shall apply,
with respect to the operation of a section 40 business through
a section 40 facility, only to a net operating loss for (A)
the taxable year in which the operation of such facility is
begun by any section 40 business under a section 40 oertifi-
cate (as defined in section 53 (a) (1)), or (B) any of the

9 succeeding taxable years.”
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SPECIAL DEDUCTION FOR COMPENSATION PAID DURING
TRAINING OF EMPLOYEES

Skc. 204, (a) Part VI of subchapter B of chapter 1
of the Internal Revenue Code of 1954 (relating to itemized
deductions for individuals and corporations) is amended by
adding at the end the following new section:

“SEC. 183, SPECIAL DEDUCTION FOR CERTAIN BUSI-
NESSES OPERATING IN RURAL JOB DEVELOP-
MENT AREAS.

“(a) GeNERAL RunLe.—In the case of any person
engaged in a section 40 husiness (as defined in section 53
(a) (6)), there shall be allowed as a deduction for the
taxable year (in addition to any deduction under section
162) an amount equal to 50 percent of the compensation
paid.or incurred in money during the taxable year to each
employce who—

“(1) satisfies the requirements of section 101

(a) (4) (A) or (B) of the Rural Job Development

Act of 1969,

“(2) performs substantially all of his services as an
employce at a section 40 facility (as defined in section

53 (a) (5)) through which such scction 40 business is

conducted, and

“(3) is receiving training to acquire the skills nec-
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cssary to perform (A) tho position or job in which ho
is employed or (B) another position or job as an em-
ployee of such section 40 facility.
“{(b) LIMITATIONS.—

“(1) IN aeNERAL.—The deduction under subsec-
tion (a) shall be allowed with respect to the compensa-
tion of an employee only—

“(A) if the Secretary of Labor certifics that
such employee requires training to acquire the skills
in order to perform satisfactorily the position or job
in which he is employed or for which he is heing
trained, and

“(B) for the period that the Sceretary of Labor
certifies that such training is so required.

““(2) DrLreATION oF DUTIRS.—The Secrctary of
labor wny perform his duties under pamgraph (1)
tirongh the United States Pmployment Service or
through such Stato agencics as he way preseribe.”

(b) Tho table of sections for part VI of snbchapter B
of chapter 1 of such Code is mmnended by adding at the end

thereof the following now item:

“Sec. 183. Npecial deduction for certain businesses opernting
in rural job development areas.”

EFFECTIVE DATE
Sro. 205. The amendments made by this title shall ap-
ply to taxable years ending after the date of the enactinent
of this Act.
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TITLE HI—=MISCELLANEOUS PROVISIONS
ECONOMIC AND BUSINESS DATA

Sko. 301. The Secretary may collect, analyze, and pub-
lish data pertaining to investients in various types of enter-
prises in relation to cmployment, inventories of resources,
unemployment and underemployment, svitability of potential
locations for various types of enterprises, qualifications, and
skills and training needs of the labor foree in various areas,
market information, and other economic subjects, for use in
carrying out the pnrposes of this Act and for the information
and guidance of husinessmen who may seck to establish job-
creating centerprises in mml joh development areas. In the
connection of such data, existing sources and facilities shall
he utilized to the maximnum extent feasible.

NATIONAL ADVISORY COMMIIMTRE

Sue. 302, The Seeretary miay appoint o National Ad-
visory Cotmittee on Rurd Industrialization which shall con-
sist of twenty-five menthers and shall be composed of repre-
sentatives of husiness, industry, lahor, agriculture, State, and
local governments, and the gencral publie. The Secretary
shall designate a Chairman from the members appointed to
such Committee. Such Committee, or any duly established
subcommittee thereof, shall from time to time make recom-
mendations to the Sccretary relative to the carrying out of
his duties under this Act. Such Committee shall hold not less

than two meetings during cach calendar year.
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ANNUAL REPORT
Stc. 303, Tho Secretary shall make a comprehensive
and detailed annual report to the Congress of his operations
under this Act for each fiscal year beginming with the fiseal
year ending after the dote of enactment of this Aect. Such
report shall be transmitted to the Congress not later than
January 3 of the year following the fiscal year with respect
to which such report is made.
APPROPRIATIONS AUTIIORIZED FOR INFORMATION
PROGRAM
SEc. 304. (a) The Secretary is authorized to colleet and
disseminate relevant cconomic data and to serve as an infor-
mation clearinghouse for local communities and businesses
considering establishing job-creating enterprises in job devel-
opment areas. Information programs under this section shall
include—
(1) telling businessmen of the advantages of locat-
ing plants in raral Ameriea;
(2) providing a site location and analysis service;
and
(3) assisting in the coordination of community,
State, and Federal programs for industrial and commu-
nity developmént. '
(b) There is authorized to he aﬁpmpriatod $250,000

for each fiscal year to carry out the provisions of this section.
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[Press release, May 13, 1969]

RussiLL B, LONG, DEMOCRAT, oF LOUISIANA, CHAIRMAN, COMMITTEE ON FINANCE,
ANNOUNCES HEARINGS ON Tax INCENTIVES To ENCOURAGE BUSINESS To LOCATE
IN RURAL AREAS

Chairman Russell B, Long today announced that the Committee on Finance
will hold 2 days of hearings on legislation to encourage the development of new
job-creating industries in rural areas. The chairman stated that spokesmen from
the Treasury Department and from the Department of Agriculture will be lead-
off witnesses. :

He emphasized that this hearing does not relate in any way to President Nixon's
recommendation that the 7-percent investment tax credit be repealed. For that __
reason, the committee will not receive testimony with respect to the investment
tax credit during this hearing on the use of tax credits for rural development, and
witnesses are requested to omit references to it from thejr statements.

The hearing will begin at 10 a.m., on Wednesday, May 21, 1969, in room 2221,
New Senate Office Bullding.

Legislatlon presently before the Committee on Finance dealing with this sub-
ject is embodied in 8. 16, introduced by Senator James B, Pearson of Kansas and
cosponsored by 38 other Senators.

Included in this bill for business enterprises locating in rural areas designated
by the Secretary of Agriculture as economically deficlent are Federal tax in-
centives such as: (1) speclial tax credits related to the cost of bulldings and
equipment; (2) special accelerated depreciation schedules; and (3) extra deduc-
tions for wages paid to low-income persons. In return for these benefits, the busi-
ness must show that its operation will create new jobs and hire a certain percent-
age of §ts work force from the locality and from low-income categorles.

The bill contalns a provision almed at preventing economic dislocation by
relocation of industrial and commerclal firms, and recapture provisions for firms
which vlolate the terms of the program,

Persons desiring to be heard on this important matter should submit requests
to Tom Vail, Chief Counsel, Committee on Finance, not later than Monday, May
19, 1969. In order to facllitate the hearing, those with similar interests should
designate a single spokesman to present their testimony. As soon as the hearing
schedule Is fixed, witnesses will be advised of thelr time of appearance, and a full
witness list will be announced.

Witnesses who are scheduled to appear are urged to make thelr statements as
brief as possible to conserve the time of the committee. In order to further conserve
time, the committee will be pleased to recelve from any interested person a written
stateraent for inclusion in the printed record of the hearings in lieu of a personal
apperance. Chairman Long urged that those persons who desire to contribute
written statements submit them to Mr. Vail no later than Friday, May 23, 1969.

All statements should include a summary sheet and subject heading and should
be submitted to the committee the day before the witness is to testify.

SUMMARY OF S. 16—RuURAL JoB DEVELOPMENT AoT OF 1069
(Prepared by the Staff of the Committee on Finance)

GENERAL PURPOSE

The general purpose of this bill is to give tax benefits to taxpayers who invest
in industrial and commerc{al enterprises in rural areas. The principal tax benefits
are:

1) :1 tax credit of 7 percent of investments made in depreclable real
property ;

(2) ta tax credit of 14 percent of investments made in depreciable personal
property ; :

(3) an election to increase the depreciation deduction for property qualify-
ing for the program ; and

(4) an additional deduction for compensation paid to employees while
they are In training.

Generally, only investments in property to be used in manufacturing or at the
wholesale level of business actlvity would qualify. Investments in property to be
used in retail trade would not qualify.
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CERTIFICATE OF ELIGIBILITY

The program envisioned by this bill would be administered by the Secretary
of Agriculture. Before a& taxpayer would be entitled to the tax benefits of this
bill, he must recelve a certificate from the Secretary of Agriculture stating that the
taxpayer’s plans for investment in a rural area meet the various requirements of
the bill. The more important requirements relate to the definitlon of a “roral
area” and the family Income of the residentlal population. Speclal rules are
provided for a rural area with a declining employment rate or an area where a
substantial emigration of persons (other than military personnel) i3 expected
because of a closing of a Depar{ment of Defense Installation.

In addition, the taxpayer must intend to meet certain employment standards.
The more important standards require that the new or expanded facility must
result in the full-time employment of at least 10 additional persons from the
rural area and that at least 50 percent of the persons employed at the facllity
reside in or near the facility or have recently served for 1 year on active duty in
the Armed Forces of the United States or in the Job Corps.

The Secretary of Agriculture is required, with certain exceptions, to terminate
a cerificate of eligibility if the required employment standards are not maintained
by the taxpayer. If a certificate of eligibility is terminated, then the tax credits
for prior taxable years—within limits—are recaptured. Similarly, tax credits
are recaptured if the property which originally qualified for the credit is diverted
from its intended use. Also, in the event of a termination of a certificate, the
election to Increase the depreciation deduction for qualified property s terminated
and future depreclation deductions would be computed under present rules.

TAX INCENTIVES

Taz credit.—A tax credit equal to 7 percent of investments in depreclable real
property and 14 percent of investments made in depreciable personal property is
allowed under the bill once a certificate of eligibility has been obtained by the
taxpayer. In certain areas with a very low population density, the tax credit
is increased to 10 percent and 17 percent respectively. If a tax credit is taken
on property under this bill, then the present 7 percent investment tax credit
may not be taken on the same property.

Increased depreciation deduction.—In addition, once a certificate of eligibllity
has been obtained, a taxpayer may elect to depreclate property which qualifies
for the tax credit over two-thirds of its estimated useful life. Salvage value
would be computed without reference to the shortened useful life.

Deduction for compensation patid to employces in training.—An additional
deduction is also allowed which 18 equal to 50 percent of the compensation paid
to each employee in a tralning program. In order to qualify for this additional
deduction, the Secretary of Labor must certify that the employee requires training
to acquire the skills for the positlon or job in which he is employed or for
which he is being trained. The deduction is allowed only for the period of time
that the Secretary of Labor certifies that the trainingis required.

OTHER PROVISIONS

The bill authorizes the Secretary of Agriculture to collect, analyze, and publish
data pertaining to the business investments contemplated by the bill. In addition,
the Secretary of Agriculture may appoint a Natlonal Advisory Committee on
Rural Industrialization to assist in implementing the program.

The bill would be effective upon the date of its enactment ; however, the amend-
ments made by the bill with respect to the income tax incentives would apply only
to taxable years ending after the date of enactment.

The Cuairmax, Our first witness this morning will be the distin-
guished senior Senator from Kansas, the Honorable James B. Pearson.

STATEMENT OF HON. JAMES B. PEARSON, A U.S. SENATOR FROM
THE STATE OF KANSAS

Senator Pearson. I thank the chairman.
Mr, Chairman, Senator Williams, there is the old joke that you
can read your statement in 15 minutes or summarize it in 30 minutes,
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and so I will just proceed as quickly as I can with recognition of
the heavy schedule of witnesses you have and make some remarks
and seek to make them as briefly as possible.

Mr. Chairman, first I would ask permission that the statement
I made on the Senate floor January 15 in introducing the “Rural
Job Development Aot of 1969,” which is S, 15, along with the dis-
tinguished Senator from Oklahoma—Mr. Harris—.—mth *his permis-
sion, as he is the principal cosponser, be placed in_the, record, and
I also ask that a two-page outline of 8. 15 and a detailed, section-
by-section analysis of the bill £repared by Mr. George J. Leibowitz
of the Legislative Reference Service be made a part of the record.

Mr. Chairman, let me begin by complimenting the committee’s
decision to hold frearings on possible tax-incentive legislation to en-
courage the development of new job-creating industries in rural areas.
I believe that these hearings will establish a most valuable and impor-
tant record and that they will help to further demonstrate and bring
into sharper focus the growing national recognition that we must
take new and bold steps to expand the quantity and quality of eco-
nomic opportunities in smaller towns and cities of America.

Population Distribution

No one seriously proposes a “return to the land and the village”
but many are deeply concerned that our poiimlation distribution is
becoming unnecessari}y and dan%erously tilted toward the giant
mifalopolis and away from the smaller community.

t the time of the American Revolution 90 percent of our people
were farmers. Today 90 percent of all Americans earn their living
by other means. And this flip-flop in the farm population ratio has
been accompanied by a decline in the relative proportion of people
in smaller towns outside the great metropolitan centers, Thus 70 per-
cent of all Americans now live on 1 percent of the land. Forty-five
percent live in only 25 metropolitan centers. In the Harlem section
of New York City there are 122,000 persons per square mile, which
is equivalent, Mr. Chairman, to squeezing all the people of Kansas
onto the acreage of 20 of our average-size farms. And if present
trends continue unchecked, 80 percent of our people will live in metro-
Politan centers, with most of them being crammed into just five super

‘strip cities.” )
Crisisin the Cities

These simple statistics alone are enough to cause pause. But it is
today’s headlines reporting the ‘“crisis of the cities"—a crisis of fester-
ing slums, rising crime rates, disinte%')rating families, chronic unem-
ployment, riot-torn streets, bumper-to-bumper traffic, swelling welfare
roles, polluted air, and contaminated water—which have finally forced
us to question old dogmas and to search for new alternatives.

And as we have searched for the underlying causes of these crises, .
we have come to recognize that many of these problems can be traced
to the overcrowding of people and the excessive concentration of
industry. Now we realize that the task ahead is not simply to make
our metropolitan centers more efficient and more livable for more and

1The material referred to appears at p. 55.
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mg;o eople, but how to keep more and more people from crowding
into them.

Historically, public opinion polls have shown that the majority of
our people would prefer to live in smaller communities if they had a
choice, As we survey our beleaguered cities and contem‘)lnte their fu-
ture, if present trends are not altered, the Nation as a whole, I believe
is coming to the conclusion that we must revitalize our smaller com-
munities so that those who would prefer to live in such communities
will have & meaningful opportunity to do so.

‘We must attempt to strike a more reasonable, n more healthy rural-

urban balance.
Immediate Needs

How is this to be accomplished ? Actually, because there are so many
things which we do not understand about the why and wherefors of
economic growth and how one goes about influencing and controlling
growth patterns, we cannot at this stage identify a complete and de-
tailed program of action. However, certain immediate needs are ap-
parent. We need to improve rural health and education and expand
rural housing. We need to improve and expand such public services as
water and sewage facilities and transportation networks in rural areas.
We need to take new steps to assure the preservation of the family-
farm system of agriculture for it is the economic base on which so
many of our small towns rest.

e need to do these things and more. But in the final analysis the
greatest need is the expansion of job opportunities. For unless we can
create several hundred thousand new and better jobs each year in our
rural communities, nothing else that we will do will have any mean-

ingful effect.
Rural Job Develnpment Ace

This %oal will not be accomplished by any one program, but I am
thoroughly convinced the enactment of legislation along the lines of
the Rural Job Development Act would represent a necessary and de-
sirable beginning. ,

This bill would seek to attract new job-creating industries to rural
areas through o series of tax incentives, including a tax credit on ma-
chinery, equipment, and buildings, on accelerated depreciation allow-
ance, and a specinl tax deduction on wages paid workers needing the
jobtraining,

I refer the members to the committee brief and to the material which
I have asked to be inserted in the hearing record for a detailed de-
scription and explanation of the bill, Here I want to elaborate on
which I consider to be its key underlying principles.

First. The bill does not involve a direct cash subsidy. It would, of
course, result in a reduction of tax receipts to the Treasury to the ex-
tent that businessmen took advantage of the credits and deductions
offered. But I believe that this would only be temporary and that, in-
deed, the new wages and incomes which would be created would gen-
erate a net flow of tax revenue to the Treasury which would then offset
the revenues lost through the tax incentives.

I make this point about the minimal costs of implementing the
Rural Job Development Act because even with the conclusion of the
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Vietnam war we will continue under a tight budget situation as we
legislate under emergency conditions to control the incendiary con-
ditions of the cities. e )

Second. Another important feature of the bill is that it employs
Federal inducements to private enterprise in the belief that the new
economic activity which will hereby be generated will not yield new
profits to the private investor but broad economic gains to the whole
rural community. .

This is not a reversion to the old do%ma that whatever is good for
business necessarily has to be good for the country. Rather it 1s 2 mod-
ern, pragmatic recognition, on the one hand, that Government cannot
do everything and, on the other hand, an acceptance of the fact that
through a more judicious stimulus of the private sector we can ease
many of our economic and social problems.

Third. It is also important to note the broad-area coverage of the
Rural Job Development. Act. Most rural areas, not {'ust. the poverty-
stricken ones, would be covered under the area eligibility definitions of
the bill. Indeed, one of the criticisms which has been made of the bill,
and I think it is with some justification, is that it is too broad in its defi-
nitions of eligible rural areas, o

One of the reasons for the broad definitions of area eligibility em-
ployed in this bill is the great scarcity of current, accurate, and defin-
itive data on significant economic characteristics of communities out-
side our standard metropolitan areas, This lack of reliable data makes
it very difficult to write definitions with pinpoint precision,

But, for the most part, the broad provisions of the bill are deliberate.
This follows from the fact that the purpose of the bill is to encoura
rural development in general. Thus we wanted to make sure that 1t
would be broadly applied to all rural areas and not be limited to such
povertfr-stricken regions as Appalachia and the Ozarks.

I believe this is an absolutely essential guideline for the entire rural
revitalization effort. We must concern ourselves with eliminating rural
poverty, but we must not be limited to only that, our vision and our
goals must be much broader.

Fourth. The bill does not attempt to define growth centers. There are
those who would criticize the bill for this emission. They would argue
that its definition of cligibility should be more precisely tailored to
the potential growth centers,

Actually I am fully aware that only certain areas have the poten-
tial for growth and that others do not. But the trouble here is that
I doubt that we can really say with any precision which areas have
this potential and which do not. The birth of new types of industry,
the continued improvements in transportation nndy communication,
and the changing tastes of the American consumer make it extremely
difficult to predict with any certainty, even with the best of data,
the economic potentinl of any given area. Moreover, it is important to
keep in mind that. plain old Tocal chamber of commerce type booster-
ism and the unpredictable coincidence of noneconomic ft);ctors often .
have & major cffect on whether a given community will grow, hold its
own, ordecline,

By making the incentives in this bill brondly available, all the fac-
tors which affect economic growth, many of which we do not know
with any precision, will be allowed to operate freely. I think it neces-
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sary to let the free play of economic enterprise and local initiative be
the principal deciding factors as to which areas will most benefit from
the bill’s provisions,

In summary, Mr., Chairman and members of the committee, I would
reemphasize the theme that the revitalization of rural America will
not only benefit those who prefer to upgrade their living standards
without migrating to the cities, but will benefit the Nation as a whole.
The present trends which continue to result in mounting urban con-
gestion, rising urban costs, and a widening gap between urban aspira-
tion and urban achievement, can and must be altered through an
ag%ressnve program of rural revitalization.

he CHAIRMAN. Senator Harris.

Senator Harris, Thank you, Mr. Chairman.

I just want to compliment Senator Pearson, who has done an out-
standing job in drafting this legislation and in pressing it to this
point. And I want to comYliment you, Mr. Chairman, and this com-
mittee for setting the bill down for hearings. I have been pleased
to be the principal co-sponsor with Senator Pearson of this bill since
we first introduced it in 1967, and I believe that the idea embodied
in the bill is gaining in supf)ort.

I am especially proud also to have here today and tomorrow several

rominent Oklahomans who are devoting their time and efforts to the
industrial development of the small towns throughout our State.

They include Mr. Gene Redden, director of the Mid-America
Industrial District at Pryor, Okla.; Mr. Jim Rice, who is manager of
Oklahoma Aerotronics, a small business concern in Hartshorne, Okla. ;
Mr. Dick Moore, who is chairman of the Oklahoma Industrial Ad-
visory Team and vice president of the Arkansas-Louisiana Gas Co.
in Altus, Okla.; Mr, Czar D. Langston, Jr., manager of the Oklahoma
Association of Electric Cooperatives in Oklahoma City, and Mr. John
Shearer, professor of economics and director of the Manpower and
Research ining Center at Oklahoma State University, who will
present testimony on behalf of himself and Dr. Richard Poole, dean
of the School of Business at Oklahoma State University. Mr. Frank
Kliewer, president of the midwestern Oklahoma Industrial Founda-
tion, will submit a statement.! T do hope in that connection, Mr. Chair-
man, that the record on these hearings will be held open until June 13
in order that those who are interested might submit testimony to be
included in the record for the consideration of the committee,

I will call the attention of the committee to the fact that the Senate
Subcommittes on Government Research, which I chair, last year on
May 17 and 18 conducted a conference on the campus of Oklahoma
State University at Stillwater, Okla., cosponsored by Ford Founda-
tion and by Oklahoma State University, entitled “Rural-to-Urban
Population Shift—A National Problem.” This manpower conference
was attended by economists, sociologists, university é)residents, Gov-
ernment officials, representatives of labor unions, and interested citi-
zens, all of whom recognized the pressing need to exgand opportuni-
ties in small towns, smaller cities, and rural areas. The record of the
conference is found in the committee print entitled “Rural-to-Urban
Population Shift—A National Problem,” and can be obtained
through the subcommittee. ,

4 Mr, Kliewer's statement appears at p. 200.
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Mr. Chairman, I will ask unanimous consent that my complete
statement might be inserted at this point in the record, and simply
say further that I do not, of course, feel that we can solve the prob-
lems of the cities by solving the problems of the country, but for the
long pull I believe that we cannot solve the problems of the city with-
out solvmi the problems of the country, and without making the
country—that is, rural areas, smaller cities, and smaller towns—places
where there are greater opportunities for private jobs, I believe that
this bill and the thinking behind this bill would point us in the right
direction, and therefore I am very grateful that you have agreed to
these hearings, 3r. Chairman, and that these good people have agreed
to come and testify.

The Cxammman. Thank you, Senator Harris.

(Senator Harris’ statement follows:)

STATEMENT oF HoN., FREp R. HaRRig, A U.S., SENATOR FROM THE STATE OF
OKLAHOMA

Mr. Chairman and members of the committee, I appreclate this opportunlity
to present testimony in support of S. 15, the Rural Job Development Act of
1969 and in suppoxt of the concept of providing incentives to attract job producing
industry into small towns and rural communities.

I first joined with the distinguished Senator from Kansas, Mr, Pearson, as a
sponsor of this legislation in 1867. Unfortunately, no actlon was taken on the
bill in the 90th Congress; therefore, Senator Pearson and I and some 34 co-
sponsors reintroduced the leglislation in January of this year, I am happy
that the Senate Finance Committee has now decided to hold these hearings.
on this very important legislation, and I know that our distinguished Chairman,
who is from a predominantly rural state, s very interested in industrial devel-
opment in small towns and rural communities and creation of jobs for unemployed
and underemployed rural citizens. .

I am especially proud to have there today and tomorrow several prominent
Oklahomans who are devoting their time and efforts to the industrial devel-
opment of small towns throughout our state. \With us today are Mr. Gene Redden,
Director of the Mid-America Industrial District, Fryor, Oklahoma, Also, Mr,
Jim Rice, Manager of Oklahoma Aerotronics, a small business concern in Hart-
shorne, Oklahoma, and Mr. Dick Moore, Chairman of the Oklahoma Industrial
Advisory Team and Vice President of the Arkansas-Loulslana Gas Company
in Altus, Oklahoma, and Mr. Czar D. Langston, Jr.,, Manager of the Oklahoma
Assoclation of Electric Cooperatives in Oklahoma City and Mr. John Shearer,
Professor of Economics and Director of the Manpower and Research Training
Center, Oklahoma State University, who will present testimony on behalf of
hiniself and Dr. Richard Poole, Dean of the School of Business at Oklahoma
State University. Mr. Frank Kliewer, President of the Mid-western Oklahoma
Industrial Foundation, who because of other commitments was unable to be
with us in person, has submitted testimony for the record.

I would, by the way, Mr., Chairman, like to request that the Record of the
hearings be held open until June 13 in order that those who are Interested
might submit testimony to be included in the Record for the consideration
of the committee.

Mr. Chairman, as you know, because of the lack of opportunity, our young
people for years have been leaving the farms and small towns and moving into
our cities. Unofficial estimates of the Census Bureau indicate that by 1985,
unless the trend of rural-to-urban population migration is reversed or reduced,
125 milllon Americans, or almost half our population then, will live in three
huge strip cities—one stretching from Boston down to Washington, one from
Buffalo to Chicago, around the Great Lakes, and the third from San Francisco -
to Los Angeles, This is an astonishing trend and one which, I think, we have the
responsibility to check if at all possible, The economic decline of the rural areas
and small towns of America could be traced almost exclusively to the lack of
private jobs. I began then to.try to determine ways we could encourage more
Job-producing industries and commercial plants to locate in rural areas, I dis-
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cussed this matter with leading economists and Lusinessmen throughout the
country and Huully determlued that a system of tax fucentives wowmd offer
encouragement to industries to locate in small towns and rural commumuties and
would thus provide the private jobs so desperately needed in these arcas. It
also becawme npparent to me that a program of this nature woutd not only be
beneficlal to the rural areas and smail towns but would also ease the pressure
which i3 building up 1n our large wetropolitan cities because of the over-crowded
conditions with accompanying problems such as water shortages, nlr and water
pollution, over-burdened transportation systems, crowded school rooms, intde-
quate services, and, of course, crime and delinquency.

Natlonal policy, consclously and unconsciously, has, over thie past years,
encouraged our people to move from the rural areas and small towns into the
larger cities. I am glad that the Senate has begun to ask whether it is Inevitable
that more and more of our people must be packed into less and less llving space.
The Senate Committee on Government Operations has held hearlugs on leglsla-
tlon to create a National Commission on Balanced Economic Growth, The
Senate Subcommittee on Government Research, which I chair, last year on
May 17 and 18 conducted a confereuce on the campus of Oklahoma State Univer-
sity at Stillwater, cosponsored by Ford Foundation and Oklahoma State Uni-
verslty, entitled “Rural-to-Urban Population Shift—A National I’roblem.” This
Manpower Conference was attended by economists, soclologists, university presi-
dents, government offtcinls, ro(fresentatlvcs of labor unions, and interested citi-
zens, nll of whom recognized the pressing need to expand opportunities in
small towns, smaller citles and rural areas. The Record of the conference Is
found in the Committee Print entitled “Rural-to-Urban Population Shift—A
Natlonal Problem,” and can be obtained from the Subcommittee,

We have passed legislation over the yecars to make life In rural areas and
small towns more comfortable, healthy, and rewarding, But the time has come,
Mpr., Chajrman, when we must face up to the fundamental imbalance of the
opportunity between rural and urban arens.

The economic decline of rural Anierica can be traced almost exclusively to
the lack of private jobs, The search for better economic opportunity has forced
the migration of our rural population to already over-burdened, over-crowded
citles. Unfortunately, and regrettably, many of these rural-to-urban migrants
lack the education and skllls to compete In the technical labor markets of our
urban centers. Therefore, many become residents of the city slums and ghettoes,
and great human resources are wasted. Proud people who once made a real
contribution to soclety suddenly became dependent upon it, unable to cope with
the complexitles of city tife. It 18 not surprising that a Gallup Poll shows that
nearly one half of all Americans would prefer to live in a small town or on a
farm, yet only one third do and this number is dwindling.

In order to stabilize our rural and small town population, we must foster,
if we can, a re-thinking of national policy. I feel this basle concept 1s contained
in the Rural Job Development Act which proposes the following tax incentives
for a 10 year period from the date of enactment to new job-creating business
enterprises locating in rural job development areas:

1. A 14 percent tax credit on personal property (machinery and equipment).
A 7 percent tax credlt on real property (Iand and buildings).

2. An accelerated depreclation of two-thirds of normnl, uscful, or class
life for machinery, equipment and bulldings.

3. A tax deduction equal to 50 percent of the wages pald to workers for
whom the enterprise must provide on the job training. This speclal deduction,
which would be in effect during the training perlod, s intended to encour-
age the enterprise to hire and train local people who lack the required
labor skills.

4. All credits and deductlons can be carrlied backward three years or
forward for a maximum of 10 years, or if the business is a corporate subsld-
fary, utilized against other outside income of the parent corporation.
A purchaser of the business could use the carryovers otherwise avallable
to the seller if the purchaser continues the business.

The ldea of government incentives to stimulate private investment is not a
new one. Capital gains are taxed at half thelr normal rate to encournge long term
investment. Oll and mineral exploration and production is encouraged through
our system of depletion allowances. In recent years, we have allowed accelernted
deprecintion rates to encourage the building of grain storage facilitles and
defense plants. Thus, government Incentlves are n trled and proven method of
encouraging certain types of investinent. These incentives should now be broad-
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ened to Include a tax incentive for the locatlon of job-producing industries in
the rural areas and small towns of our country such as provided in 8, 15, the
Rural Job Developimnent Act. Industrial development in rural Ameriea has been
slow because of the high risk Involved. Transportation facilities are sub-standard
in many rural arcas.

Market accessibility and shipment of finished products is ofien more expensive,
Adequate bulldings nre not always avallable and must be constructed at company
oxpense. But perhaps the biggest deterrent to the development of rural Amerlea
has been and s the Inck of an adequately trained working force. People in rural
Amerlea are whling to work, but many lack the skills needed for jobs In our
highly technical industries. In order to encourage the training of local persons,
the IRural Job Development Act calls for a speclal deduction equal to 60 percent
of the wages pald to nny local person requiring on-the-job training. This deduction
would be In cffect for the duration of the training period,

Mr. Chalrman, increased opportunity must be and is the national gonl for
those living in poverty both urban and rural. This bill, S. 15, and the subject of
these hearings furthers our goanl of providing Increased opportunity, but the
Rural Job Development Act has an additlonnl purpose: To balance cconomlie
development throughout the entire country and to slow down the whole process of
urbantzation If possible, Mr. Chalrman, I realize that very little legislation is
perfect when it Is first introduced. I am sure that we willl hear some excellent
suggestions for Improvenment of the Rural Job Development Act from the out-
standing list of witnesses scheduled to testify before us. 1, of course, nm not tled
to all the specifie provistons of this leglslation, However, the concept Is sound and
we should move forward toward the implementation of the necessary incentives
to bring about the development of job-producing industrles in rural arcas and
small towns and smalt clities, I appreciate the faet that you have scheduled these
hearings and I am certainly hopeful that out of the hearings will come legislation
which can be enacted and implemented, Once again, I would like to express my
appreciation for the interest shown by my fellow Oklahemans for traveling here
to Washington to testify concerning the need for thiz Rural Job Development
Act. Thank you.

The Cuamaax. Senator Trlmadge,

Senator ‘Tarmapar. Thank you, Mr. Chairman,

I, too, desire to compliment. Senator Pearson for making what 1
think is a very fine statement. As the Senator knows, I am a cosponsor
of the bill, T compliment also my friend and colleague from Oklahoma
for his statement. I agree with it. T think most of the problems of our
cities had their ovigin fivst in problems in rural areas. Job opportuni-
ties were simply lncking in the rural areas. These people.swkmg a bet-
ter life largely migrated to our urban areas, many of them with little
education, fow job skills, and little training.

And | agree, nlso, that we can never solve the problems of the citics
until we nttack first. the root causes of these people migrating from the
rural areas to the urban areas. And I think that is where the first
attack should be. It does not. mean wo ought to stop our efforts to solve
the problems of the cities. Weo are spending billions and billions of
dollars in attempting to do that, but the problems in our cities are
getting worse all the time and not better, And I think these problems
will continue until we make rural life more attractive with greator
opportunity for employment in rural areas.

Seator Prarsox. M. Chairman, I thank the Senator. May T just
say that not only is this the migration of the unskilled and the rural
untalented, often not. through any result of his own situation, but
migration also takes with it not only the unskilled but the bright,
talented, educated youth who arve the vital source of leadership and
new hopa in rurml communities, So we lose on the one hand the unskilled
and on the other hand very skilled that you need in rural communities.

Tho Cirarman, Senator Willinms.

30-016 0—00-—-—4
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Senator WiLrianms. Senator Pearson, I, too, want to join with the
other members of the committee in complimenting you on your state-
ment and the objectives you seek. There are just a couple questions
that come to mind and perhaps for the record you will want to answer

them.
Investment Credit Aspectsof S.15

Do you think there is any conflict between the initiation or recom-
mendation of an investment credit as provided under this bill with
the other action that we are being asked to take to repeal the invest-
ment credit in general? Do your(l:%ink there is any conflict?

Senator PearsoN. Yes, Senator, I think so. I think there is a direct
conflict with the recommendation made by the President in the tax
reform bill. We take this route more out of necessity than out of
conviction or any t sense of confidence as to what is the very best
way to do it. The bill was drafted last year along these lines, reintro-
duced this year along these lines prior to the time that the President
made his recommendations. And I'might say that, as we face the prob-
lem of providing an incentive for industry to go into rural areas, we
recognize the budget situation today—particularly with the rural areas
no longer having the political power that they had 20 and 30 years
ago—will not provide for any sort of appropriation means of provid-
ing this incentive in the form of a subsidy, Senator, I think the candid
and honest answer to your question is in the affirmative.

Senator WiLLiams. Well, as I gather from the bill, of course, we
have a 7-percent investment credit now but it does not cover plauts,
as you know:. It just covers machinery.

enator PrarsoN. That is correct. F‘I"his is not only a continuation,
Senator, but it is an enlargement upon the tax-incentive program.

Senator WiLLiams. And as I understand it the investment credit
under your proposal would go to buildings and plants, as well as
equipment and go as high as 10 percent instead of the 7 percent that
is now effective.

Senator PearsoN. That is correct, Senator.

Senator WiLLiams. And it goes as high as, it ranges between 14 and
17 percent investment credit on equipment, is that correct?

enator Pearsox. That is correct, Senator.

Senator WiLLiams. And who would make the determination—I

notice that in your statement here you refer to the—

Secretary of Agriculture To D(gg(ximine Eligibility for Investment
Sredit

Senator PrarsoN. The authority for administering the law would
be assigned to the Secretary of Agriculture, Senator Williams.

Senator WiLLams. That is what T was getting at. Speaking about
the definitions of those cligible rural areas, the Secretary of Agriculture
would make the determination as to—

Senator Pearson. In those—I beg your pardon.

Senator WirLriays. I mean if this was enacted, the Secretary of
Agriculture would make the determination whether X plant was
eligible for these credits and to what extent they were eligible within
the range of 7 to 10 for the plant and the range of 14 to 17 for the other.
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. Sc;nator PearsoN. And within the range of the definition set
orth——

Senator WiLL1as, In the range of definition.

Senator Pearson. In the range of the definition set forth in the bill,

Possible Conflict Between Departments of Treasury and Agriculture?

Senator WiLLiarms. Would his determination be binding on the
Secretary of the Treasury if the Secretary of the Treasury disagreed?

Senator PearsonN. I do not believe I know the answer to that
question.

There is a provision for consultation, but that does not answer
your question.

Senator WirLiays. I know there is consultation.

Senator Pearson. I do not know how to answer your question.

Senator WiLLiaas. From reading it, it appeared to me——

Senator PearsoN. I would assume that it would be, frankly, yes.

Senator WiLLiasms. Do you think that there would be a possible
conflict developing here where we would have an agency of the Gov-
ornment other than the Treasury Department having the ability to
grant tax incentives over the objections of the Treasury Department?
Do you think it could develop into somewhat of a problem there?

In other words, what I am fearful of—

Senator Pearson. I understand your question,

Senator WiLLraMs (continuing). We would end u!p with discrim-
inatory law, and would not it be virtually impossible to coordinate
the two administrations with different departments having the right
to make decisions as to the tax obligations?

Senator PrarsoN. Well, Senator Williams, I am positive there is
a Fossibility of disagreement, and the consultation provision of the
bill sought to ameliorate that contingency.

Senator Wirrianms, I noticed on page 16 of the bill—

Senator Pearson. I would like to do a little research on that partic-
ular point and answer your question to some better extent, if I may.

(Subsequent testimony clarified this point.)

Senator WiLLiaxs. Sure. I am raising these because I think these are
questions that should be considered as we proceed to make a determina-
tion cn it.

Senator PearsoN. Yes.

Treatment of Real and Persoréal CII’mpert.y‘ Under the Investment
: redit

Senator WiLLiams., Another point. I notice on page 16 of the bill
in lines 22 and 23 it is stated that to be eligible for the special invest-
ment credit the personal propert?' need only have a 4-year life and
the real property need only havea life of 10 years.

Now, the point that came to my mind, what type of plant would be
constructed, or building, that would have a life of 10 yearst Would that
not be a weak construction, and would we not be building a slum poten-
tial? Because most of the real pro({)erty that is built has a life, a normal
life, of 30 years, and I just wonder what type of a building or plant
you are figuring to have with a 10-year life?
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Senator Pearson. Senator, I agree with you. I rather imagine that
provision within the bill itself was provided in contemplation of very
small types of industries. One of the provisions of the bill indicates
that there shall be an employment of at least 10 persons, so we con-
template pretty small endeavors as such. And I rather imagine that
new t ggconstruct.iou, the steel fabricated small building type which
woulc a part of the realty was the type of construction that we
were thinking about as distinguished from the rather large, perma-
nent, long-range construction that one would contemplate when you
consider thelife span of realty in the normal sense.

Senator Wirriams. But as the applicant for the benefits of this bill
applied, the final decision as to whether or not the particular struc-
ture qualified under the 10-year limitation would depend on and be
made by the Department of Agriculture, is that correct ?

Senator Pearsox. I think that is right, Senator.

Senator Wirriams. Now, I notice—and of course that makes a great
difference in the deprecintion schedule as you vealize.

Senator Peanson, Yes. And I appreciate your concern.

Senator Wirriayms. And we have another agency of the (Govern-
ment establishing depreciation schedules, too.

Now, in another section of the bill T notice that the suggestion is
made that the Secretary would also have the right to say that this
could be depreciated over two-thirds of its established nornal life.

Now, would that mean that if the Secretary of Agriculture decided
that a certain building could be depreciated, could be established with
:\] lqggear life, would it then be able to depreciate it in two-thirds of

1e10?

Senator Prarson. That is correct. That is my interpretation,
Senator.

Senator WirLiays, Well, that was my interpretation. That would
mean that this building could be depreciated in 624 years, and then
it would nlso be eligible for the declining balance method.

Senator PearsoN. Yes.

Senator Wirriays. That would mean that about one-third of it could
be written off in depreciation in the first year?

Senator PearsoN. In somewhat of a defensive response, Senator,
let me say that both the area of definitions and the range of tax
incentives is not a part of this bill that so far as I am concerned—
and I do not speak for any of the cosponsors—represents any hard
and fast determinations or judgments as to precisely what it ought
to be. You have to start from someplace if you are going to put a
piece of legislation-—— :

Senator WiLriams. I am just trying to understand it, and as I
understand it that would be the mechanics of it.

Senator Pearson. That would be the mechanics of it, and to
interpret your own questions, there are considerable incentives.

Senator WirLrams. As I gather it, if you could depreciate a build-
ing in 634 years under the accelerated deprecintion, in close mathe-
matics you could write off about one-third of the cost of the building
in the first year. In addition to this you would get a 10-percent tax
credit. And if the individual was in the 70:percent bracket, that would
be a substantial incentive, would it not? Would you agree on that?

Senator PearsoN. Yes, indeed. Yes, indeed.
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Senator WirLrasms. And at the end of 10 years, it would be well
written off, and then in the 4-year——
Senator PearsoN. Senator, may I interrupt you to say——

Prohibition of Runaway Corporations

Senator WiLrtams. Surely.

Senator Pearson (continuing). I would like to point out at the
same time there are two other provisions of this bill that give some
balance to the very point that you are so properly bringing up now.
One is the provision for recapture of all of the incentives through
showing of lack of conformity with the provision of the bill. And the
other is n prohibition against the so-called runaway corporation.
It will serve no purpose whatsoever if we should have a company
in Topeka pick up and move to Emporia, Kans., so to speak.

I wanted to make that clear because I had not done so earlier.

Senator WiLtianms., Yes, Yes. I realize that, and T was going to get
that in a moment. But since you brought it up, who would make the
determination that X company was leaving?

Senator Pearson. I think we are still back in the Department.

Senator Wirtiays. The Department of Agriculture would be mak-
ing the determination. And in making that determination, if they made
it negutive from the standpoint of the company npplyinpiv, and the
company still moved, it would mean an additional tax liability to the
company, would it not.?

Senator PrarsoN. Yes,

Enforcement Problems Raised

Senator WiLrtams. Now, how would they enforce that? Because
Agriculture has no enforcement proceeding for taxes, and if the
Treasury Department. disagreed with it in tho beginning, would the
Treasury Department have to enforce the Agriculture Department’s
decision us to the amount of tax linbility that X company owed?

Senator Prarson. Yes,

Senator WiLtiams. And the Department of Agriculture would
determine the tax linbility and the penalty that would have to be
paid as a result of a company moving over their objections?

Senator Prarson. Well, I think the point you made is n continuing
development of n very valid point of criticism. That is the conflict
between the Department of Treasury in their normal and original
jurisdiction and the Department of Agriculture.

Senator TaryabaE, ‘Vould the Senator yield at that point?

Senator Wirriams., Yes,

Senator TaLaanar. I would like to point out that this would not be
the first time that o bill would be adopted by the Congress that had
two different areas of the Government involved. We passed section 168
of the Internal Revenue Code to give accelerated writeoffs in certain
instances, and the certifying authority at that time was designated by
the President by Executive order,

Of course, in the field of foreign relations, ns the Senate knows, we
also have several Departments engaged—Stato Department, Com-
merce Department, sometimes the IL)’e%:nso Department, So I do not



48

think it is unusual to have more than one agency of the Federal Gov-
ernment involved in & given action at a given time.

I thank m‘y friends from Delaware and Kansas for yielding.

Senntor WirLiays. Yes, I am just trying to get an understanding
of how this would operate and maybe it would be better to have one or
more agencies or three or four. I am just trying to understand it.

Now, on the equipment provisions, as I understand it, the Secretary
of Agriculture could make those eligible to be written off in 4 years.

Now, in depreciating it, could this 4-year also be eligible for the two-
thirds of the period, which would bring it down to 3 and a fraction
years, of writeoff?

Senator Prarson. I think so, Senator. I have just been advised by
my staff that maybe the conflict of jurisdiction is not as hard and
precise as I indicated to the Senator, that. provisions would be that
the Secretary of Agriculture would certify eligibility and then the
’tlgx justification would have to be made by the Secretary of the

reasury.

Senator WiLriays. That point could be corrected anyway.

Senator Pearson. Oh, yes.

Senator WirLiams. It isnot really——

Senator Pearson, Let me just say in response to the Senator from
Georgia’s comment, that I ]ikewise have some recognition of con-
flicting jurisdiction and joint action in some of these fields. T did not
have the examples in mind that he brought forward. But I would like
to correct this part of the proposal.

Senator WiLLiams. But assuming they were all under tho same
Del;]artment, this question—I mean these questions would Le related
to the mathematics of the formula.

Senator Pearson. Yes.

Accelerated Depreciation of Equipment

Senator WirLrams, And I notice that under this section—the equip-
ment would be written off, as I understand it, in 4 years and then under
this section consideration could be made that they could write it off
in two-thirds of the stated life.

Senator Pearson. That is right.

Senator WiLrniams, And that would mean that they would write
it off in 314 years and they would still, as I understand it, be eligible
for the accelerated depreciation,

Senator Pearson. I'think thatisright.

Senator Wirrtiaxms. And if you write something off in 314 years
under accelerated depreciation, you are writing off substantially all
of it the first year in depreciation of the equipment, because youn are
writing off about two-thirds of it at least, just about, the first year, plus
the fact of & 17-percent. investment credit. Is that correct?

Senator Pearson. Yes, I think so.

Senator WiLrtams. Which means that practically 100 percent of
the cost would be written off if the individual was in a higher bracket
the first year.

Senator PrarsoN. We wrote in very strong incentives. We may have
written them in too strong, Senator, as far as that is concerned.
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Special Deductions for Wages Paid During Training Period

Senator WiLLiass. Now, one other question. I do not want to take
too long. But I notice on the er:&)loyment feature—I think it is on
page 29 of the bill—it is indicated that there bo a deduction in addi-
tion to the regular deduction for compensation of an amount equal
to 50 percent of the compensation paid to employees who meet certain
qualifications under the Rural Job Development Act of 1969.

Now, does that mean that the employer would get a deduction for
150 percent of the wages to that employee ?

Senator Pearson. I think so. It says, in the explanation of the bill—
I would like to read the third paragraph—*This special deduction
would be in effect during the training period. It is intended to encour-
age the enterprise to hire and train local people who lack the required
labor skills.”

I think the answer is in the affirmative: 150 percent.

Senator WiLLiams. That the employer would get in addition to the
depreoiation schedules we are outlining in investment credit: he could
write 150 percent of whatever he paid the employee?

Senator PearsoN. During the training period.

Senator WirLrams. During the training period. Do you think that
this is too liberal or do you think that it is—~—

Senator PearsoN. I think not, Senator. So much of our great train-
ing programs have been in the abstract. We have great training pro-
grams to train an enormous number of people without reference to the
specific job opmtunit»v. I know the human investment tax credit pro-
posal that has been in the Senate for a number of years sought to recog-
nize the principle that manpower training was best when & given com-
{:any trained a given man for a given job, And that is—this proposal

ere seeks to recognize that principle. I do not know what the training
period would be, of course, It would vary with the particular job. It
may vary with the particular individual, what capabilities they have.
But obviously we think this is & proper incentive and not excessive.

Senator WiLLiams. But it would mathematically be to the advantage
of the employer to keep the trninin% period as long as he could and
flunk a few of the applicants, would it not? Because if you take 50
percent more credit—

Senator Pearson. Well, if we assume bad faith, that would also be
correct.

Senator WirLriams. I do not say that there is any bad faith ever, but
occasionally one will develop somewhere, and I just wondered if it
would be possible for an employer, and would it not have a built-in
incentive for him to—

Senator PrarsoN. Well, I cannot. find the place now, Senator, but the
Department of Labor I think certifies—on page 30, line 15—the Secre-
tary of Labor shall Perform his duties under paragraph one, and se
forth, so forth, which I think indicates that he specifies the length of
time, or at least lays down some guidelines there.

Senator WiLLrams. Well, I a})precinte your cooperation in this.

Senator Pearson. I am %;mte ul to the Senator for raising these
polints. We are hopeful for the bill, and we are hopeful for a workable
solution.

The CuAirMAN. Senator Fannin.
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Senator FaxNiN. Yes, Mr. Chairman. I too join my colleagues in
commending the distinguished senior Senator from Kansas for his
efforts in a very much needed area. We realize the problems in our
cities, industrial areas, and places where people are migrating, and the
need for rural job development.

Indian Reservations Under S. 16

I regret that I was not here earlier, and I not not want to be repe-
titious, I do not know whether the distinguished Senator from Okla-
homa covered the Indian reservations or not or discussed that matter.

Senator Prarson. They are covered.

Senator FanniN. I understand they are but has the subject been
under disscussion?

Senator Pearsox, It has not, Senator.

Senator Fannin. I am vitally interested in that because in my State
almost a third of the State is composed of the Indian reservation.
Twenty-seven point seven percent, to he exact, of our land area is
Indian reservation. And I am wondering just how this is going to
operate. I think it is vital to the reservations since, instead of 10 or 15
percent unemployment, we have 30, 40, 50, 60, 70 percent unemployed
on the reservation, and we are trying to do just exactly what is being
attempted b£ this bill, that is, to encourage job development on the
reservation. But there are problems and, as I see it, a proliferation of
programs, It is my fear that this would be under the Secretary of Agri-
culture, who, I understand, will certify after consulting with the Sec-
retary of Interior, and I imagine that would be through the BIA.

I am concerned because we have a great number of programs that
do not come under the BIA on the reservation, and they should have a
direct responsibilit‘)]'. So the right hand does not know what the left
hand is doing. We have as many as six different agencies operating on
one reservation in my State, and this is a great duplication of services.

I am just wondering if any thought has been given as to how this
could be controlled so that we would not be duplicating the work of
other agencies.

Senator Pearson. Senator, I recognize that. You have to place the
authority someplace. And there is already existing machinery within
the Department of Agriculture for rural job deve ofpment,. It isnot a
great part of their program, of course. It is one of the many, many
programs they have over there. And we have placed the certification
of the areas under the authorization of the Secretary of Agriculture
in relation to counties as they have been identified in the bill. We
thought it proper to include the Indian reservations. We thought it
proper to leave that to the Secretary of Agriculture. But I
understand— )

Senator FanNin. I am not in disagreement with that, I think that
would be a very simple matter as far as the certification is concerned.
What I am worried about is the operation of the program after it
underway. There must be supervision and I am concerned about how
the supervision would be handled. What I would like to do——

Senator Pearson. I think it would be handled just as——

Senator Fannin. I think the Senator realizes that there are a vast
number of employees, BIA employees, on each Indian reservation. In
faot, we are sometimes concerned about the number.
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Senator Prarson, Yes, . Lo )

Senator Faxn1n. And I agree with the objective of the bill. Tam very
much in agreement. I would like to help in every way. )

There are some questions that natum]l‘x: you would not have avail-
able answers to, but I would like to have this reviewed and perhaps we
could make some suifvestions. And I would like to incorporate my ef-
forts with Senator Harris’, because I know that he has the same in-
terest that I do regarding this subject. And I feel that perhaps we
could make some recommendations that would simplify the operation
of the program. . .

Senator Pearson. Well, I thank the Senator. I recognize—I think
I have been urging legislation in the Senate for 3 or 4 years for the
creation of a new Hoover Commission——

Senator FANNIN. Yes. . ) ]

Senator Pearson (continuing). To look into the great proliferation
of agencies and bureaus and administrations, partioularly with the
almost niagara of legislation we have passed in the last several years.
The Senctor from Arizona has cosponsored that measure and has been
very helpful. I think it is gone by the board now with the President’s
action to create an executive board to do this very chore. But the con-
flict and the duplication and the lack of efficiency and the waste in-
volved in existing programs may find a home in these sort of proposals,
too. I do not know the answer to it unless we have a complete restruc-
turing, and a complete review, and then some action on the part of the
Congress. I am hopeful that the leﬁ.islation we pass giving the Presi-
dent authority to reorganize plus his new executive will solve
many of the Problems that the Senator knows about in general and
sees with particularity in relation to this bill, .

Senator Fannin. Well, I certainly thank the distinguished Senator,
and I realize the importance of this bill. I am not in any way criticizing
the intent or the objectives.

Senator PearsoN. Oh, I understand.

Senator FannNIN. But I hope that we can coordinate our efforts so
that we can eliminate some of the duplication. We are just not reachin
the Indian people. We have so much of the money being spent on ad-
ministration because of the proliferation that I have spoken about.
So with your cooperation, I am sure that we can work out something
on this particular subject.

Thank you.

Senator PrarsoN. I sharethatconcern, Senator.

The Cnairman. Senator Pearson, I saved myself for last to ask you
a few questions about the matter because I wanted to expose you to
the other members of the committee, particularly to your colleague
John Williams, As you know, he is the watchdog of the Treasury. 1 i
fgou have any idea about taxes that has some defect in it, he is the most "

ikely man in the Congress to find it. And he has explored in some
detail the problems involved in this tax-credit proposal. But, basically,
I think you have the right idea.

Lack of Jobs Forces Migration to the Cities

. As I understand, what you are trying to do is to reverse this migra-
tion where good, honorable, decent people have to leave their rural
homes because they have no jobs and go to a big city looking for a job.
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Some of them wind up robbing banks, some engage in the life of crime.
If you had found them an honest employment opportul_ut?' to begin
with, they would have stayed back there in Kansas or Little Rock or
Houma, La., or Dry Prong, back there working hard to make an honest
living, would they not? That is what {oru are trying to do, keep them
at home making an honest living rather than having to move away
looking for a job opportunity. . .

Senator PEarsoN. Senator, the starting point is jobs, and the migra-
tion, as I said before, is of those who lnck skills and those who have
skills, To the extent that the bri ht, educated young people leave the
country and go to the cities, we offer them, the cities, a subsidy for that
human intelligence and endeavor.

But the chairman has correctly stated the Surpose. We take the tax-
incentive route for we know of no other. And I would like to reiterate
that the area definitions are extremely hard to draw because you do
not have_the statistical information outside the metropolitan areas.
The tax incentives themselves—no one knows what is the proper in-
centive or. what is a fair incentive. But I think most will agree that
incentives in any other manner are lacking today, and I know of no
other way.

The CHAIRMAN. Now, Senator Pearson, back in the days when no-
body thought there was anything wrong about accepting an hono-
rarium, some building and loan people asked me to be their speaker
down in Puerto Rico. And I so took my wife and flew down there. And
if I do say it, that was a case of being underworked and overpaid. I
made them a speech, and saw the beautiful beach at San Juan, and one
thing I noticed was that the migration from Puerto Rico to New York
City had been reversed. Instead of those people being crowded into
those New York slums, they were all coming back to Puerto Rico, That
was their home. That is wlere they wanted to be. And they had lovely
places down there. e

Now, I would think that if that continues for awhile, if you would
g0 up to that congested area around Harlem, you will find that instead
of having 10 people to the room, they have only got eight to the room,
and after awhile only five people to a room, maybe four people to a
room, because folks find it desirable to go back home.

Now, the truth was that they did not want to leave home to begin
with, did they? -

Senator Pearson, I doubtif they did, Senator.

‘The Cuaryan. Perh Ys,msmy of them would like to see New York
City, but as far as living there, they would profer to stay in their home-
town and go to work making a living.

Now, the only- question that occurs to me is whether we cannot
achieve the same results you areseeking at a much less revenue loss than
you are advocating. I think that the Senator from Delaware would vote
for what you want to do. His question is whether this is the most
efficient way to do it? And that ismy question.

Loan Guarantee Programs As Compared With a Tax Credit

For example, it occurs to me that we might get there easier and
more efficiently by simply having a loan guarantee program where
we would guarantee someone that if he would build an industry in
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a small community, which is losing population—and if he lost some
money—we would pay off the loan for him.

I have looked at that investment tax credit. That was President
Kennedy’s dream, and I was eventually pursuaded to vote for it against
my better judgment, Now, if we have our way on this committee I
think we are going to repeal that thing. But I would have hated to
see President Kennedy a bitter and frustrated man because Congress
would not go along with him on what he thought was the way to solve
the Nation’s economic problems, But there we were paying—well, we
were talking about $1.5 billion then and now it is over $3 billion—for
people to do what they would have done anyway.

ow, if all you are doing is giving a guy a tax _a.dvanta;ie to do
something he would do anyway, you must admit that is a fairly ineffi-
cient way to spend Government money or to adjust against taxes,

Senator PearsoN. Oh, I think so, I think—if the chairman will par-
don me, I think the facts are that in the case of developing some sort of
job opportunities in the rural areas today, the facts are that there are
few, that the direction really is not that way.

The Cuairyan, And what we are trying to do with this hearing,
as I understand it, is to find the most efficient way that we can that
would at the same time produce results. We do not want to just pass
a bill and then find out a year or two later that nothing happened, nor
do we want to pass a bill where we are spending & fortune in givinﬁ
some rich men all sorts of tax advantages only to find that we pai
him to do something he would have done anyway.

Senator PearsoN. That is right.

The CrairmaN. So, if we can work out the most efficient way to do
this thing, I take it that you would be willing to go along with that?

Senator PearsoN. O, oh, of course. I am for this bill. The tax incen-
tive I still think is a good way to solve this, But the problem is not
the way we do it. The problem is getting the job done, and to some
extent today.

The Crairman, Well, I would be willing to vote for your bill, pro-
vided I was convinced this is the best way you can get the mileage
for that much money. And if we can work out the formula to get the
jobdone, I think we ought to do it.

Senator Pearson. In relation to the loan guarantee approach, I
think we will find on investigation a marked limitation of capital
within the rural areas themselves to do a great deal of financing.

The CuairyaN. Yes, but you have a potential, if I do say it, Senator
Pearson, that you did not have a year ago—you have a Republican
President. He can call insurance companies and big banks and tell
them that they ought to loan some money for rural development—that
the Federal Government will guarantee it but they make the loan, If
T may say so, some of the people have a hostility toward Democrats in
the White House and they would not move as fast and efficiently, at
least, not nearly as ({uickly as they would if they were called upon by
the same guy they voted for. .

Now, one other thing we ought to do one of these days, i{ we cannot
do anything about the tight money, is to start saying who gets the
bank credit and who does not—for example, requiring n fellow to
make a downpayment to buf' something rather than just lettin
the people buy something at 100 percent credit. They can buy it, o
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yes, but by the time they get through they are paying more for
the interest than they are paying for the principal.

So I would think if we can agree on the mechanics, the purpose you
are trying to achieve, it would certainly merit a majority vote in the
U.S. Senate and in this committee.

Let me thank ?'ou for initating this. And if there is some way that
we can work with you to perfect the mechanics of what you are trying
to do, I think you can muster a majority vote,

Senator Pearson. Fine. I thank the chairman. Iet me say that I
think the administration is vitally concerned about this particular
problem. The Vice President of the United States hieads up a specinl
committes today which I am a member of, that includes a number of
men from the business community. And I recall'a number of men from
the great insurance—and that particular committee is studying the
concept of new towns. But also it is studying the concept of revitalizing
the small rural communities that do exist and does direct its atten-
tion to the problems of the hard core of the cities, the suburbs, the new
towns, and rural. So I think the administration is vitally concerned,
Senator. I thank you,

Mr. Chairman, I have a letter from James McCain, who is president
of Kansas State University, who endorses the concept of this bill,
And T would like to insert that in the record with the other matters
that I directed to your attention some time ngo, and indicate likewise
that Mr. James Garver, Mid-America, Inc, of Parsons, Kans,, is here
today, and also Mr. Floyd W. Smith, who is director of the Agricul-
tural Experiment Station, Kansas State University, and Mr. William
May, who is vice president of the Federal Land Bank, Wichita, Kans.
I would like to introduce then: to the committee, They will appear later
as witnesses. I thank you very much.

The CHARMAN. Justa minute.

Senator Harris, do you have any more questions?

Senator Harris. I donot haveanything.

The CuamrMan. Mr, Talmadge?

Senator Taryapae. Nothing further.

The CuairyaN. Mr, Williams?

Senator Wirrtams. No; I do not have any more questions. Just let
me thank you for coming before the committee. And T want to add
that T do not quarrel with the objectives you seek to achieve. My
questions were merely asked in order to get an understanding as to
how this is going to work, because I am sure that, to the extent that
any advantages are made in any of these bills, you want to be sure
it siphons down to the man in the street and is not stopped in the
middle somewhere. And we have got to understand it in order to intel-
ligently make the decision.

Senator Prarson. I understand, and I could not agree more,

The CuzatryaN. We do not want this to turn out to be one more of
these rich-men-get-richer poverty programs,

Senator Peanrson. Senator,my name ison it,too.

The Cuamryan. Well, thanks very much.
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(Material referred to earlier by Senator Pearson follows:)

KANSA8 STATE UNIVERBITY,
Manhaltan, Kans., May 20, 1969.
Hon. JAMES B. I’EARSON,
U.8. Senate,
New Senate Office Building,
Washington, D.C.

DeARr SENATOR PEARSON : The Rural Development Act of 1969, 8. 15, is a much
needed step in providing incentives to reverse the flow of human and capital
resources from the rural areas I wish to commend you for the leadership you
have glven in sponsoring this legislation. I regret it was impossible for me to
testify in support of the bill before the Committee on Finance. We are, however,
very pleased that Acting Vice P'resident for Agrlculture, Floyd W. Smith, whl
be able to appear {n support of the measure,

I feel this LIl has great significance not only for the rural areas such as we
have In Kansas but also for the great urban complexes of New England, the
Great Lakes area, and the West Coast, Investment and employment opportunities
in the rural areas not only provide incentives for economic growth and develop-
ment in the rural arcag, but should relleve some of the basic problems of the
urban areas. The city like other living organisms can become so hvge as to be
unable to provide for its vital functions. The problems of pollution, poverty, and
soclal unrest I Lelieve are an outgrowth of the ever-crowding of more and more
people into the metropolitan complexes. Policles encouraging lower geographie
concentrations of economic activities will be one means of solving our pressing
urban problems.

You have performed a valuable service to rural Amerlca in calling attention
to the seriousness of the problems arising in both rural and urban areas as the
geographle concentration of economic activities continues. We wish to assure
you of our continued support in your efforts in this matter.

Sincerely yours,
JAaMES A. McCaln,
. President,

Froor STATEMENT OF HoON. JAMES B. PEARsSON, A U.S. SENATOR FROM THE
STATE OF KANSAB, oN THE INTRODUCTION OF S. 156

RURAL JOB DEVELOPMENT ACT

Mr. President, I introduce today, with the Senlor Senator from Oklahoma (Mr.
Harrls) a bill to encourage the development of new job-creating industrles in
rural areas, thus serving to expand the economic base and more fully and effec-
tively utilize the human and natural resources of our rural communities. The
resulting expansion of economic opportuntities would help to slow the wigration
from rural areas, which is primarlly the resuit of a lack of economlic opportunity,
and therefore, at the same time, reduce the population pressures of our over-
crowded and overburdened metropolitan areas.

Providing a judicious blend of private initiative and public responsibility—
the bill, in brief summary, would work as follows:

A serles of tax incentives—a 14 percent tax credit on personal property, a 7
percent tax credit on real property, an accelerated depreclation of two-thirds of
noruial life, and a 50 percent tax deduction on wages paid workers given on the
Job training—would be offered to industrial and commercial enterprises locating
in countles designated as “rural job development areas” by the Secretary of Agri-
culture. Rural job development areas are counties which have no clity of over
50,000 populatlon and where at least 15 percent of the families have incomes of
less than $3,000, Indian reservations are also included. To be eligible the enter-
prise must hire at least 10 people and wherever possible must hire at least 50
percent of the work-force from the local area. The bill contains a prohibition
against “runaway” firms and recapture provisions for those firms which willfully
violate the terms of the program. It authorizes $250,000 to service the rural in-
dustrialization program in the Departinent of Agriculture. )

Mr. President, although several improvements have been made, the bill we
introduce today Is esaentlally the same as the Rural Job Development Act of
1067 which was Introduced during the first session of the 90th Congress. The
original bill was very well received. In the Senate thirty-three of our colleagues
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Joined Senator Harrls and me in cosponsoring the bill. Also on the House slde
the 1967 bill was introduced by a number of Republicans and Democrats alike,

Since that time a number of groups and individuals have endorsed the principle
of tax incentives for the purpose of bringing new business and industry into our
rural communities. For example, the ure of tax incentives for rural Industrializa-
tion has been endorsed by the National Advisory Commission on Civill Disorders
as well as a speclal task force of the Republican Coordinating Committee.
President-elect Nixon has spoken with favor of rural tax incentives and the
National Rural Electrification Assoclation has also given its strong endorsement
to this approach.

These are onlg' a few of the endorsements by public officlals. In addition the
Rural Job Development Act has received many editorial endorsements by news-
papers all across the country.

Mr, President, the support for the Rural Job Development Act is but one mani-
festation of the great Interest in the overall theme of rural development, which
has also been variously referred to as rural revitalization, rural urban balance,
and balanced urbanization. But whatever label we use we are all talking about
the urgent necessity of expanding economic and soclal opportunities in our rural
communities. :

As we all know major portions of rural America are economically depressed,
and often lacking adequate public services. These conditions in and of themselves
justify and, indeed, demand major new efforts to improve and expand economic
and soclal opportunities available in rural communities.

But the objectives of the rural developnient movement are truly national, not
sectional. For in fact the rural development movement represents a new and
vital part of our growing effort to deal with the crisis of the citles,

We have finally been forced to recognize that many of the problems which
constitute the cris!s of the cities can be traced to the overcrowding of people and
the excessive concentration of industry. Thus the rural development movement,
which ultimately seeks to slow down the great rural to urban migration, {f suc-
cesls'tul. will be of benefit not only to our rural communities but to our cities as
well,

And within the past two years we have come to realize that rural development
is not simply a desirable objective but, indeed, a national necessity.

Mpr. President, we now realize that many of our old notions about urbanizatton
and rural migration simply are not valid.

Into the cities have come the unskilled rural poor attracted by the lure of
economic advancement. Many gain, but a tragically high number do not. Instead
of economlic salvation too many of the rural poor, hoth white and black, find
tenements, unemployment, welfare, and the depersonatized, demoralized environ-
ment of the slum-ghetto.

Into the citles also come the young, the educated and the talented. They often
do much better materially, but for this economic gain they pay the social costs
of the loneliness of the crowd, the frustrations of congested strects and crowded
stores, the stultifying sameness of the bedroom suburbs, and the loss of com-
munity identity.

Into the citles come industry and for the most part it has prospered. But in-
creasing numbers are now finding the cost of dolng business in the city pro-
hibitive. And as the urban resident breathes the fouled air of industrial smog,
he fomles to understand the hazards as well ag the benefits of commercial con-
centration,

When it.takes $20,000 in tax dallars to bring one more automobile into New
York City during rush hour, we must wonder at the burden of maintaining our
giant metropolitan areas.

When a freight truck can move from one slde of the city to the other no faster
than the old horse drawn freight wagon, we realize there is an awful lot of
economic waste and Inefficlency associated with doing business in a megalopolis.

When millions of city dwellers cannot find jobs, we see more clearly how
ridiculous it I8 not to try to make {t possible for more people to stay where they
are, rather than moving to the city only to wind up on the welfare roles.

YWhen we contemplate the adverse effect that crowding, congestion, and other
urban environmentatl hazards have on the quality of human life, we value more
highly the living opportunities enjoyed in the countryside and small towns,

Thus, Mr. President, the growing national commitment to the goals of rural
development stems in a very large part from the recognition that major section=
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of our great metropolitan centers have become economically ineficient, physi-
cally unhealtby, soclally undersirable and psychologically depressing.

The task ahead is clear. We must expand the quantity and quality of eco-
nomic and soclal opportunities in rural America so that those who choose to do
£0 will have the freedom to remain where they are and not Le forced to move
to the already overcrowded and overburdened metropolitan nreas.

This task will not be easily or quickly accomplished. And we do not yet fully
understand all the needs which must be met nor all the policy alternatives
which must be consldered.

But I think it is clear to all that new jobs lle at the heart of the rural de-
velopment effort. For unless we can create upward of 500,000 new and better
Jobs each year in our rural communities, nothing else we will do will have any
meaningful or lasting effect.

DESCRIPTION OF THE BILL

Mr. President, the bill we introduce today aims precisely at this goal of creat-
ing new jobs. It applies a proven principle to a particular need. The principle is
that tax policy does in fact influence the course of business investment, The par-
ticular need Is that speclal incentives are necessary to encourage a sub-
stantial increase of private {nvestment in rural areas in order to overcome
some of the factors which otherwise discourage business expansion into these
areas.

Many potentlal locations are far removed from substantial market areas, thus
adding extra transportation costs to the product. But by the same token, firms
incur higher transportation costs in bringing in the supplies necessary to pro-
duce the product.

The shortage of trained labor may also serve as a barrler. Another barrier
is that in many cases, public services such as electricity and water and sewage
facllities may be inadequate and expensive.

An additional barrier, which is difficult to measure, but which nevertheless
exists, Is a social outlook which discourages location in smaller cities. We don't
attempt to clalm that this bill would change this. We do believe, however, that
it will at least serve to stimulate a new questioning and debate among the di-
rectors of private enterprise and from this a new outlook may be developed.

Mr. President, the tax incentives provided by this bill are as follows:

First, a 14 percent tax credit on personal property (machinery and equip-
ment). A 7 percent tax credit on real property (land and bulldings).

And if the rural job development area has a population density of less than
25 persons per square mlile (the national average Is 1) the credit on personal
property 18 increased to 17 percent and the credit on real property is increased
to 10 percent. This Incentive recognizes that the normal factors which often
work against expanded rural investment are magnified in the more sparsely
populated areas. These areas are often quite far removed from major industrial
and commercial centers thus adding to transportation costs for example. Cer-
tainly we belleve that these additional incentives are consistent with the objective
?fdprotmlotlng the maximum feasible geographical distribution of new job-creating
ndustrles.

Second, an accelerated depreclation of two-thirds of normal, useful, or class
life for machinery, equipment and bulldings;

Third, a tax deduction equal to 50 percent of the wages paid to workers for
whom the enterprise must provide on-the-job-training.

This special deduction, which would be in effect durlng the training period,
Is Intended to encourage the enterprise to hire and train local people who lack
the required labor skills. .

Fourth, all credits and deductlons can be carried backward three years or
forward for a maximum of 10 years, or if the business s a corporate subsidlary,
utilized against other outside income of the parent corporation,

B&:ﬂllness enterprises would recelve these tax benefits under the following
conditions:

First, the enterprise must be located in a “rural job development area” desig-
nated by the Secretary of Agriculture and defined as follows: A county, no
part of which contains a standard metropolitan statistical area and which has
no city with a population in excess of 50,000, and where at least 15 percent
of the familles have incomes under $3,000 or where employment has declined
at a rate of more than § percent during the previous 5 year perlod; or where
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the closing or curtalling of operations of an installation of the Department of
Defense is likely to cause a substantlal migration of persons reslding in the
area.

The Secretary of Agrlculture, after consulting with the Secretary of the
Interlor may also certify Indian reservations.

Second, to receive an eligibility certificate, the enterprise must demonstrate that
it has not discontinued n comparable enterprise in any other area and will not
reducakhe employment in any other area.

Third, the enterprise must create at least 10 new jobs at the beginning of
the operation.

Fourth, to assure benefits to a local community, at least 50 percent of the
original working force must be residents of the rural Job development area.
However, the Secretary can walve this requirement it the labor requiremente
of the enterprise exceeds the local labor supply, and if the Secretary determines
that the establishment of the enterprise in the area will promote economic
benefits consistent with the purposes of this Act.

Fifth, to continue to qualify, the enterprise must maintain the same working
force unless clrcumstances beyond its control prevent §t from doing so. The bill
also provides an effective recapture provision In those cases where a firm will-
tully violates the eligibllity requirements.

Sixth, before the enterprise is glven an eligibility certificate, the Secretary must
have written notice from the local governmental unit responsible for zoning
requirements to the effect that the proposed enterprise meets the existing regula-
tions and that there are no immediate {ﬂnns for altering those regulations. This
will assure that the local community is aware that the enterprise anticipates
locating there, thus giving the community a chance to prevent the move should it
choose to do so.

Seventh. The enterprise must be engaged In industrial or commerciat produc-
tlon (manufacturing, producing, processing, assembling, wholesale operations,
or the construction of buildings and facllities in the authorized area). This
precludes benefits to retall and service enterprises which might be competitive
with local establishments. Recreational enterprises may be certified provided
they would not be competitive with existing enterprises in the area.

Mr. President, in addition to the tax Incentives the bill would authorize
$250,000 for the Department of Agriculture so that the Secretary may collect
and disseminate relevant economic data and to serve as an information clearing
house for local communities and businesses consldering establishing job-creating
enterprises in job development areas.

Mr, President, we belleve that an fmportant feature of the Rural Job Develop-
ment Act is that it employs Federal inducements to private enterprise in the
bellef that the new economic activity which will thereby be generated will
bring broad economic gains to the whole rural community.

‘This i{s not a revision to the old dogma that whatever is good for business
necessarily has to be good for the country. Rather it is a modern, pragmatic
recognition, on the one hand, that government cannot do everything and, on
the other hand, an acceptance of the fact that through & more judiclous stimulus
andblcoutrol of the private sector we can ease many of our economlc and social
problems.

Mr. President, It is also important to note that most rural areas, not just
tl;et ﬁ)o;;aﬁly stricken ones, would be covered under the area eligibllity definitions
of the bill,

This follows from the fact that the purpose of this bill i8 to encourage rural
development in general. Thus we wanted to make sure that it would be broadly
applied to all rural areas and not be limited to such poverty stricken areas as
Appalechia and the Ozarks.

Although we belleve it wlill compliment exIsting rural poverty programs, this
is not a rural poverty blll as such. Of equal or greater importance, it will help
prevent the further spread of poverty and eventually generate new heights of
prosperity throughout much of rural Amerlea,

Some have suggested that the bill gshould be more preclsely taflored to potential
rural growth centers, We are aware, of course, that not all rural areas have
the potentinl for growth, But the problem {is that of rellably identifying those
which have the potentlal for growth and those which do not.
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The birth of new types of industry, the continued improvements in transporta-
tion and communication, and the changing tastes of the Amerlcan consumer raake
it extremely difticult to predict with any certalnty the economic potential of any
given area. By making the fncentives In this bill broadly available, all the factors
which effect economic growth, many of which we do not know with precision, witl
be allowed to operate freely.

Mr. resident, the enactment of this bill would result {n a drain on the Trensury
to the extent that businessmen take advanicge of tax incentives, But at the sawe
time, the new economic activity thus stimulated would genernte an Increased flow
of revenue to the Treasury. Precise predicitions are jmpossible, but we belleve
that over the intermediate and long run the benefits will more than offset the
losses ; that the total tax revenue flow will be expanded, rather than decreased.

But beyond the tax losses and gnins diveetly attributable to this program one
must also conslder its indirect Influcnce. We believe that A more extensive geo-
graphical distribution of our industrinl and comnercial capacities will strengthen
the overatl natlonal economy. We believe that strengthening of rural communities
will result in substantial soclal benetits, We belleve that the slowing of the tlow
of rural people to the urban slums wlll reduce the public costs of uuemployment
and welfare payments and also ultimately, the costs for other public services in
those areas such as those for law enforcement.

Mr. I'resident, the passage of the Rural Job Development Act will not solve all
the problems of rural Amcrlca. Its adoption would, I believe, do a great deal to
create the type of new job opportunities which rural Ameriea so urgently needs.
Aud because of this Its ennctment constitutes, 1 bLelleve, the necessary first step
toward the attalnment of a more reasonable and healthy rural-urban balance.

Mr. President, I ask unnninious consent that the text of the Rural Job Develop-
ment Act of 1909 be printed in the Record at this polnt.?

RurAL JoB DEVELOPMENT AoY (8. 15)
1. PURPOSE

The purpose of the bill 18 to attract new job-producing industrial and com-
mercial establishments in rural ureas so as to more fully and effectively utilize
the human and natural resources of rural America; slow the migration from the
rural areas due to lack of economie opportunity ; and to reduce population pres-
sures in urban centers resulting from such forced migration.

I1. PROCEDURE

This bill would make available a serles of tax incentives to new job-creating
enterprises which locate in rural development areas and which meet certain speci-
fled requirements. Authority for administering the law is assigned to the Secre-
tary of Agriculture.

A. Rural job development area
A “rurat Job development area” is:

1. A county (a) no part of which fs within a Standard Metropolitan
Statistical Area, (b) does not have a city of over 50,000 populatfon, and
(c) in which at lcast 15 percent of the families have Incomes of under $3.000.

2. A county which meets the requirements of 1 (a) and (b) and where
gmployment has declined at more than § percent per year during the last

years.

3. A rcounty which meets the requirements of 1 (a) and (b) and where the
closing or curtalling of the Department of Defense 13 likely to cause a sub-
stantial migration of non-military persous residing in the area.

4. The Secretary of Agriculture will also certify Indian reservatlons after
consulting with the Secretary of Interlor,

)

1The bill, 8, 15, appears at p, 8 of this hearing.

80-015—69——8
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B. Incentives
The bill proposes the following tux incentives to new job-creating business
enterprises locating in rural job development arcas:

1. A 14 percent tax credit on personal property (machinery and equip-
ment). A 7 percent tax credit on real property (land and bulldings).

(n) If the rural job development area has a population density of less
than 25 persons per square mlile (the nationat average is 51) the credit
on personal property is increased to 17 percent and the credit on real
property Is increared to 10 percent.

2, An accelerated depreciation of two-thirds of normal, useful, or class life
for machinery, equipment and buildings,

3. A tax deduction equal to 50 percent of the wages paid to workers for
whom the enterprise must provide on the job training. This speclal deduction,
which wouid be In effect during the training perlod, is {ntended to enconrnge
the enterprise to hire and train local people who lack the required labor skills,

0. Type of enterprisc

The enterprise must be engaged tn commercial or industrial production (manu-
facturing, producing, processing, assembling, wholesale operations, places of
management, or the construction of buildings and facllitles in the authorized
areas). Recreational enterprises may be certified provided they would not be
competitive with exlsting enterprises in the area,

D. Employment requlrencnt

1. Tlhe enterprise must create at least 10 new jobs at the beginning of the
operation.

2. At least 5" wrcent of the original working force must be residents of
the area or witu:n conveilent daily commuting distance. This reguirement
will be walved If the labor force requirements of the enterprise exceeds the
local tabor supply, aud if the Secretary determines that the establishment
of the enterprise in the area will generate benefits consistent with the
purposes of this Act.

3. To continue to qualify for benefits, the employer must maintain the
same working force unless economie eircumstances beyoud his control
prevent him from dolng so.

E. Prohibition against “runaway” firms

The employer must demonstrate that he has not discontinued a comparable
enterprixe or enterprises in any other area and will not reduce his employment
in any other area as a result, directly or indirectly, of the establishment of and
operation of the enterprise.

F. Rccapture provigions

A recapture provision would serve as an effective deterrent in preventing firms
from wllifully violating the employment requirements or from taking advantage
of the beneiits and then closing down operations without economic justification.

III. APPROPRIATIONS

$250,000 is to be appropriated so that the Secretary of Agriculture, as provided
by the bill, may collect and disseminate relevant economic data and to serve as
an information clearing house for local communities and businesses considering
establishing job-creating enterprises in job development areas. It would be ex-
pected that this appropriatioss would be utilized to fund the Rural Industrial
Program which was created in 1966 (but not funded) to stimulate industrial
development in rural areas by :
Al. r’felllng businessmen of the advantages of locating plants fn rurat
merica ;
2. Providing a site location and analysis service; and
3. Bringing together community, State and Federal programs for indus-
trial and community development.
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SFCTION-RY SFCTION ANALYSIS oF 8. 15
By Grorck J. LEIBOWITZ
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Title I—Eligibility for Assistance Certification,
Title II—Tax Incentives,
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8 la‘{eDedugllon for Compensation Durlng Training of Employees.
Eftective Date for Titie II,
Title I1I—Miscellaneous Prcvisions.

PURPOSE AND DEFINITIONS

Section 1 establishes the bill’s short title as *“The Rural Job Development Act
of 1969.”

Section 2 is the bill's declaration of purpose—‘'to increase tlie effective use of
the human and natural resources of roral Amerlca; to slow the migration from
rural areas due {o lack of economic opportunity : and to reduce population pres-
sures in urban centers resulting from such forced migration.”

Section 3 contains the definitions used in the Act. The three substantive defini-
tions are: (2) “rural job development nrea”; (4) *‘industrial or commercial
enterprise”; and (6) “industrial or commereinl facflity",

A rural job development area” is an area, designated by the Secretary of Agrl-
culture, which is (A) a county, not included within & standard metropolitan
statistical area by the Burcau of the Budget, without a city of over 50,630 popu-
lation, and in which more thar 15 percent of the resident families have incomes
under $3,000 a year; or (B) n county outside a standard metropolitan statistical
area, without a city over 50,000 and which has experienced a decline in em-
ployment for five years at an anunual rate of more than § percent; or (') an
Indian reservation or a native community designated by the Secretary of Agri-
culture; or (D) a county with no city of over 50,000 outside a standard metro-
politan statistical aren and undergoing substaniial emigration of civillan persons
as a consequence of the closing or curtailing of opuzations of an installation of
the Department of Defense,

An “industrial or commercial enterprise” carrles on {he business of (A)
manufacturing of personal property for sale (other than by retail sales and
leases) or for use by the manufacturer; (B) distribution of personal property
other than by retall sales and lenses; or (C) construction of bulldings in a
rural job development area by persons engaged in the business of construction.
An industrial or commercial enterprize does not include the selling, leasing or
renting of commercial residential property, or the lending of money.

An “industrial or commercinl facllity” is essentially a fixed place of business
where an “Industrial or commercial enterprise” Is carrled on, but does not -
include a retall facllity. It may include a recreation facllity but only if the tax .
credit would not result in an “undue local competitive ndvantage”.

The operating body of the Act consists of three titles: Title I—Eligibility for
Assistance Certification ; Title II—Tax Incentives; and Title III—Miscellaneous.

TITLE I—ELIGIBILITY FOR ASSISTANCE CERTIFICATION

Section 101(a) of the Act authorizes the Secretary of Agriculture, upon appli-
cation by a person engaged in an industrial or commercinl enterprise through a
new facility (or a new portion of a facility) in a rural job development area,
to certify the facility ns eligible for assistance it: (1) the facllity has been
locally approved as consistent with local zoning and planning; (2) the facllity
was placed in service in the first taxable year of the certification perlod: (3) the
facility has resuited In regular full-time employment of at least ten additional
personsg; (4) at least half the persons einployed in the facility in the first taxable
year either reside within the area or a similar nearby area or have served, within
the preceding three years, at least one year on active duty with the Armed
Forces or the Job Corps; (5) the Secretary determtues that the enterprise was
not relocated from one area to another so as to cause an fncrease in nunemploy-
ment or the closing down of operations in the original locatlon; (8) the applicant
for certification agrees to keep certain records in the form and mamner preseribed
by the Secretary of Agrlculture; and (7) the Secretary of Agriculture determines
that the expected benefits to employment and other aspects of economic and soclat
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welfare of the area warraut the granting of the income tax incentives under thiy

Act.

Section 101(b) provides that the Secretary of Agriculture issue a separate
certificate of eligibllity for a facllity which meets the requirement of Section
101(a) regardless of whether or not the facllity is operated as part of a single
larger industrial or commercial enterprise,

Section 101(c) authorizes the Secretary of Agriculture to transfer a certificate
of eligibllity to a successor in interest, under certain conditions, The conditions
are that the succes.or agrees to continue to use the facility in the manner con-
templated by this Act and that the Issuance of the new certificate be in accordancve
with the policy respecting the relocatiou of Industry.

Section 101(d) provides for the termination of certificates of eligibllity, after
appropriate hearing, if the Lolder of the certificate has falled, after due notice
and reasonable Ofportunlty to correct the fallure, to carry out the agreement
under Section 101(a) (4) requiring half the employees to be residents of rural
job development areas or to have served recently in the Armed Forces or Job
Corps. Two criteria are suggested for the Secretary of Agriculture's guldance in
making determinations, hut he may employ other criteria as well, The suggested
criteria are: (1) a reduction fn the number of jobs below the minimums specified
shall not alone be grounds for termination of the certificate if (1) reduction results
from business factors beyond the control of the enterprise, and (ii) at least two-
thirds of the employees hired to meet the requirements of Section 101(a) (4)
(residence in a rural job development area or recent service) continue to do so;
and (2) a change of resldence of any employee shall not affect his status for
purposes of applylng Sectlon 101(a) (4).

Section 101(e) gives the Secretary discretion to walve all or some of the re-
quirements of 101{a) (4) if skills are required which are not available in the
area and the benefits to the economic and soclal welfare of the area justify the
tax incentives,

Section 101(f) provides that the certificate of elgibllity be in such detall as
may be necessary to administer the income tax incentives under this Act,

Section 101(g) provides that the Secretary of Agricultural keep interested
Federl, State and local agencles apprised of any action taken by him under this
title, relative to certifications of eligibility for assistance,

Section 101(h) provides that application for a certificate of eligibility must be
made prior to the expiration of ten years after the dute of cnactment of this Act.

Section 102(a) of the Act gives the Secretary the to require reports frown
persons to whom a certificate of eligibility has been Issued.

Section 102(b) provides penalties for making a false statement of material
fact in such reports,

TITLE II—TAX INCENTIVES

There are four tax incentives: an income tax eredit for investment in deprecl-
able property in rural job development areas; a greater than normal depreciation
deduction ; a net operating loss carryover of up to 10 years; and a special deduc-
tion for compensation paid during training of employees.

Investment Credit .

Sections 201(a) and (b) of the Act add four new sections to the Internal
Revenue Code to provide an investment credit for depreciable property in rural
job development areas. This investment credit is an alternative to the nlready
existing Investment credit but fs more generous. For example, where the present
credit is 7 percent, the new credit is 14 percent. Where the present credit is in-
applicable (in the case of investment in buildings) the new credit is 7 percent.

A new Section 40 of the Internal Revenue Code entitled “Investment in Certatn
Depreciable Property in Rural Job Development Areas”, lays down the general
rule that a credit against income tax s allowed for qualified investment in prop-
erty. Although property which is the subject of the rural investment tax credit
will be ealled Section 40 property, the heart of the investment tax credit provision
will be found in the new Code Sectlons 51, 52, and 53 described below.

A new Section 51 of the Internal Revenue Code deals with the “Amount of
Credit” and 51(a) with the “Determination of Amount”. (1) The general rule
is that a credit against tax is allowed in an amount equal to 7 percent of the
“qualifled expenditure” (defined in Section 58(b) made for “Section 40 real
property” (deflned in Section 53(a)(8)) and 14 percent of the “qualified
expenditure” for “Section 40 personal property” (defined in Section 53(a)(4)).
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These percentages are increase@ by 8 percent to 10 percent and 17 percent
respectively when the rural job development area has a population density of less
than 25 persons per square mile., Paragraph 51(a)(2) provides that a credit
allowed for the taxable year will not exceed the taxpayer’s “linbility for tax”
for such year, Paragraph 51(a)(3) defines the term “liability for tax" as the
tax lability for the taxaible year reduced by certain credits which are the
credits allowable under Section 83 of the Internal Revenue Code (relating to
foreign tax credits), Section 35 (relating to partially tax exempt Interest),
Sectlon 87 (relating to retirement Income) and Section 38 (relating to the
already existing investment tax credit for investment in depreciable property).
The term “llabllity for ta~" excludes certain special tax tmpositions, specifically :
the taxes imposed by &Hction 531 of the Internal Revenue Code (relating to
accumulated earnings tax) ; Section 541 (relating to personal holding company
tax) ; Section 1378 (relating to tax on certain capital gains of Subchapter S
corporations) ; and Section 1351(d) (1) (relating to recoverles of forelgn expro-
priation losses).

Bection 51 (b) provides a carryback and carryover of unused credits, Paragraph
(1) allows a carryback and carryover when the credit determined under Section
51(a) exceeds the taxpayer's linbility for tax for the year. Such excess may be
carried back three years and forward ten years from the unused credit year.
Carrybacks nnd carryforwards of unused credit are nlways applied to the earliest
of the 13 taxable years to which they may be carried, then in succession to each
of the other 12 taxable years. Paragraph (2) provides a limitaticn as to the
amount of unused credit which may be taken in a taxable year. ‘This amount
cannot exceed the taxpayer’s llability for tax for the taxable year.

A new Section 52 of the Internal Revenue Code provides rules for adjusting the
credit in the event the property is disposed of. Two basic situations are covered:
and early disposition of the property, or a termination of the qualifying certifi-
crte. The case of early disposition is treated in Section 52(a)(1). It provides
that the tax for the taxable year of the disposition be increased by credits allowed
under Section 40, in the case of real property within 10 years (and-in the case
of personal property within 4 years) before the date of disposition. Section 52
(a) (2) provides tax increases when the certificate is terminated under the terms
of Section 101(d) of this Act (because employees do not mect the residence or
recent service requirements). Under Subparagraph (A) of Section 52(a) (2)
the tax for the taxable year of termination Is increased by the Section 40
credits allowed within 3 years before the date of termination, And under Sub-
paragraph (B) gross income is increased by an amount equal to the deductions
allowed the texpayer under the new Section 183 of the Internal Revenue Code
(an extra 50 percent deduction for compensation paid to certain employees of the
Section 40 facillty), for the taxable year of the termination and the 2 preceding
taxable years. Sectlon 52(a)(38) provides that in the case of any early dis-
position or any termination of certificate, carrybacks and carryovers under
Sectlion 51(b) are to be adjusted.

Section 52(b) provides that the tax increases and the gross income increases
for an early disposition of property or a termination of certificate are not to apply
in certain specified instances including: (1) a disposition by reason of death:;
(2) a disposition in which an acquiring corporation succeeds to certain rights
of an acquired corporation under Section 881(a) of the Internal Revenue Code;
(3) a disposition necessitated by cessation of a facllity due to economic factors
beyond the taxpayer’s control; or (4) a dlsposition on account of destruction by
fire, storn, shipwreck or other casualty or by theft. Property will not cease to be
Section 40 property simply by a change in the form ot conducting the Section 40
business so long as the property remains in the business and the taxpayer
retains a substantial interest in the business.

A new Section 53 of the Internal Revenue Code entitled “Definitions: Speclal
Rules” contains the definitions necessary to make Sections 51 and 52 meaningful.

Sectlon 53(a) entitled “Section 40 Certificate, etc.” contains six definitions:
(1) Section 40 certificate; (2) Section 40 property: (8) Section 40 real prop-
:atg; 81(4) Section 40 personal property; (5) Section 40 facllity; and (8) Section

usiness.

A “Section 40 certificate” I8 a certificate of eligibility issued by the Secretary
of Agriculture pursuant to this Act,

“Sectlon 40 property” is property used in a Sectlion 40 business which (A) is
of a character subject to the allowance for depreclation under S8ection 167 of
the Internal Revenue Code and ls not property includable in inventory of the
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taxpayer or held by the taxpayer primarily for sale to customers; (B) will be
used b{uthe taxpayer in a Section 40 facility, us un integral part thereof, or in
providing transportation, communications, or other services to such a facllity;
‘and (C) has at the time it 1s first put into use a useful life of at least 4 years
in the case of Section 40 personal property and 10 years in the case of Section
40 real property. Property will not be treated as Sectlon 40 property if it con-
tinues to be used by the person from whom it was acquired or by the spouse, an-
cestors or lineal descendants of such person or by a member of an affillated group
of which such person is also A member.

“Section 40 real property” i3 defined in terms of Section 1250 of the Internal
Revenue Code. It is any real property (other than such real property, generally
personalty which may be affixed to realty, as is included in the Qefinition below
of “Section 40 personal” property) which is subject to the allowance for de-
preciation In Section 167 of the Internul Revenue Code. Thus, it includes prin-
cipally hulldings and their structural components.

“Section 40 per<onal property” is defined in terms of Section 1245 of the
Internal Revenue Code. Thus, it s personal property (other than lvestock)
used in a trade or business and subject to the allowance for depreciation. It
also includes certain real property, such as fixtures, (but not huildings or their
structural components) which is used as an integral part of munufacturing,
production or extraction, or of furnishing transportation communications,
clectrical energy, gas, water, or sewage dixposal services; or research or stor-
ages facilitles reluted to these activities. It also includes an elevator or escalator

A “Section 40 facility” is an “Industrial or commercial facility” which is a
fixed place of business in which an industrial or commercial enterprise is being
carried on but does not inclhude a retall facility defined In terms of sales or
leases whose payments do not constitute the expenses or costs of a business.

A “Section 40 business” is an “industrial or commercial enterprise” carried
on throngh an “industrlal or commercial facility”.

Scction 33(b) @efines “qualiftied expenditures”, a term basie to the determina-
tion of the nmount of credit described in Sectlon H1(¢a). (1) In general, a quali-
fled expenditure is an expenditure (A) properly chargeable to capital account,
(B) paid for (i) the manufacture of Section 40 property, (ii) the purchase
of Section 40 property, or (ii1) the reconstruction or improvement of Sectlon
40 property, and (C) made during the 10-year peried beginning with the date
on which a Section 40 certificate i« first Issued. (2) The Secretary of Agriculture
may establish standards for Section 40 real property expenditures to qualify.

(3) The year of the qualified expenditure is considered generally to be the year
in which the Section 40 property Is placed In service. (4) As to replacement
property, if Section 40 property is acquired to replace property which was de-
stroyed or damaged by fire, storm, shipwreck or other casualty or was stolen,
the “qualified expenditures” are reduced either by any insurance or compen-
-sation obtained for destroyed property or by the adjusted basis of the destroyed
property whichever is lower

Section 53(¢) provides that a lessor of property, which i{s Section 40 property
in the hands of n lessee, may treat the lessee as having purchased the property
for an amount equal to either the fair market value of the property or the basis
of the property in the hands of the lessor. When such an election is made the
lessee t!s treated for all purposes of the investment credit as having bought the
property.

Section 53(d) provides that in the case of an electing small business corpora-
tion (Subchapter 8 corporation), quatified expenditures are apportioned pro
rata among the shareholders who, in turn, are consldered as the taxpayers with
respect to the expenditures..

Under Section 33(e) qualified expenditures of estates and trusts are appor-
tioned between the estate or trust and the henefictaries and any beneficlary to
whom expenditures have been apportioned is treated for purposes of the credit
as the taxpayer with respect to the expenditure.

Section 201(¢) of the Rural Job Development Act adds a paragraph to the
already existing generally applicable provision of fnvestment credit for certain
acquisitions of depreciable property (Sectlion 88 of the Internal Revenue Code).
T'he new paragraph makes ‘clear that property, treated as Sectlon 40 property
is not also treated as Section 38 property.

Section 201(d) of the Act adds a new provision to Section 381(e) of the In.
ternal Revenue Code (relating to carryovers in certain corporate acquisittons),
providing for a carryover of investment credit for Section 40 property to the
acquiring corporation.
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Section 201(e) amends the tables of sectlons and of subparts of the Internal
Revenue Code to accommodate the new Sections 40, 31, 52, and 53 of the Code. It
also renumbers the section of the Internal Revenue Code relating to tax surcharge
from sectlon 51 to section 58. :

Deprectation

Section 202 of the Act provides for the specjal depreclation deduction with
respect to Section 40 property. A new Sectlon 167(§) entitled “Section 40 Proper-
ty” provides that: (1) the taxpayer may elect (A) that the useful life of Section
40 property shall be two-thirds of the useful life otherwise applicable, and (B)
the guideline class lives applicable ta Section 40 property shall be two-thirds of
the guideline class lives applicable to similar property which is not Section 40
property; (2) a fraction of a year is regarded ns n full year; (3) for purposes
of the reserve ratio test justifying short class lives, the class life used, even if
two-thirds were selected under (1) ahove, shall be taken at the full amount;
(4) in determining the salvage value in the casc of Section 40 property subject
to an election under (1) above, the useful life is the full useful life rather than
the two-thirds taken there; (5) the taxpayer has ten years following the date
of his certificate to use the special depreciation deduction provided fn (1).

Net Operating Loss Carryovcrs

Section 203 of the LIl relates to net operatir'g loss carryovers of a Section
40 business, 1t amends Section 172 of the Internal Revenue Code (rélating to net
operating loss deduction) by adding a new Subparagraph 172(b) (1) which
provides that in the case of a Section 40 business a net operating loss may be
carrled forward 10 taxable years. (Thiz differs from the ordinary 3.year carcy-
back and §-year carryforwurd.) A new Subsection 172(1) makes this rule apply
only to losses occurring in the year in which a Section 40 operation is begun or in
any of the 9 succeeding taxable years.

Speclal Dcduction for Compensation During Training of Employees

Sectlon 201 provides a special deduction for salaries and compeusation paid
by adding a new Sectlon 183 of the Internal Revenue Code (entitled Speclal
Deduction for Certain Business Operating in Rural Job Development Areas). This
permits the employer operating a Section 40 business to deduct, in addition to the
normat deduction for salaries or other compensation for personal services actually
paid, an additional amount equal to 50 percent of the compensation paid to cer-
tain employees. These employees (1) are residents of rural job development areas
or persons who have =erved on active duty in the Armed Forces of the U.S,
or in the Job Corps at least one year in the 3 years preceding the employment,
f(2)11;\'01'1{ substantially full time, and (3) are recelving training for jobs in the

acility.

Section 204(c) of the Act modifies the table of sections for part VI of sub-

chapter B to reflect the new Section 183 of the Internal Revenue Code,

Effective Date for Title I1

Section 205 of the Act provides that Title II is effective for taxable years
ending after the date of enactment.

TITLE III—MISCELLANEOUS PROVISIONS

Section 301 of the Act relates to economic and business data. It provides that
the Secretary of Agriculture may collect, analyze and publish data pertaining to
investments, employment, resources, unemployment, potential needs for enter-
prises, tralning needs, market fnformation, etc, for use in carrying out the
purposes of the Rural Job Development Act and for the information and
guildance of businessmen who may seek to establish job creating enterprises in
rural job development areas.

Sectlon 302 provides for a broadly representative National Advisory Commit-
tee on Rural Industrialization consisting of 25 members to be appointed by the
Secretary of Agriculture, The committee would make recommendations to the
Secretgr{ relevant to the carrying out of his duties under the Rural Job Develop-
ment Act.

Section 303 provides that the Secretary of Agriculture make an annual report
to the Congress of his operatlons under this Act to be transmitted to the Con-
gress not later than January 3 of the year following the fiscal year with respect
to which the report is made.
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Sectlon 304 provides for appropriations of $250,000 for the collectton and dis-
semination of data, and for serving as an information clearing house for local
communities and businessmen. Information programs aimed at rural industrialf-
zation would include informing businessmen, providing a site analysis service,
and assisting in coordinating community, State and Federal programs.

The Cnamryan. Our next witness is Dr. Donald Paarlberg, who is
Director of Agriculture Economics, Department of Agriculture.

STATEMENT OF DON PAARLBER@, DIRECTOR OF AGRICULTURE
ECONOMICS, DEPARTMENT OF AGRICULTURE

Mr. Paarceera. Mr. Chairman and members of the committee, my
name is Don Paarlberg. I am Director of Agriculture Economics in
the Department of Agriculture, and I appreciate this opportunity to
appear before this committee and address myself to the important
subject that you have under consideration,

The administration does not have a position on S. 15, and therefore
I will not be able to dpresent @ prepared statement, Matters that
relate to this bill are under consideration in the Urban Affairs Council.
There is a Committee on Internal Migration chaired by the Secretary
of Agriculture that is concerned with the matters that you are delib-
erating on. There is a study in the Department of T'reasury on the use
of the tax incentives as an instrument for resource allocation. And
until these matters are further along, the administration is not in posi-
tion to express a view on this bill.

However, I am in a position to discuss in general terms the subject
that this bill is addressed to, namely the lack of job opportunities in
rural areas, the growing imbalance between the urban and the rural
areas, the lack of job opportunities that makes necessary the migra-
tion from the rural to the urban areas. .

" Wo have @ number of programs in the Department of Agriculture
that are addressed to this problem. We have undertaken a considerable
number of studies. And I will be happy to respond to any question that
vou might have with reference to these matters.

Senator Taraaneg (presiding). Dr. Paarlberg, are you in a position
to express a personal opinion on this matter without in any way in-
dicating what the administration’s view is?

Mr. Paarrsera. I would be in a position to do that, Senator.

Senator TarMapar. Do you think that this basic plan Senator
Pearson and others have put forth of offering a tax credit is a good
way of trying to get industrial jobs in the rural areas?

Mr, Paarreere. Ido. My personal view is—

Senator Tararanor. You share the view that seems to be common in
the committee then that something along this line offers the best op-
portunity of getting jobs in rural areas that lack them today?

Mr. PaarcBera. It offers in my opinion, Senator, one of the better
alternatives, There are others perhaps. I do not think of them as
alternatives to one another. In combination a number of these tech-
niques could be helpful—loans, tax incentives. the supFlymg.o.f better
services in the form of education, transportation, public utilities, and
what not. All of these it seems to me have real promise.

" Senator Tararapee. Thank you.

Senator Harris,
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Senator Harris. I do not have anything further. I do appreciate,
Senator Talmadge, what you have just elicited from the witness about
his own persona view, I think that is very important. And I am hope-
ful that the administratien will find that this approach is one that it
can officially support. BBut in the meantime I think this witness has
been very helpful in what he has had to say in his personal views.

Senator TaLyance. Senator Williams,

Senator WirLraus. Mr. Paarlberg, you have indicated that you are
personally for this bill. Do you recommend any changes in it or are you
endorsing it as it is written now? :

Mr. Paarueera. Well, I have said, Senator, that I personally feel
that tax incentives are a useful technique. I have not personally en-
dorsed the bill. I have not studied it in such detail to be able to endorse
it. I was impressed with the questions asked by Senator Long about
the possibilities that some of these funds might be expended for in-
vestment that would have taken place in the absence of the bill. I was
impressed with gour questions on the degree of incentive, and I was
impressed with Senator Pearson’s response to thess questions and his
willingness to consider Possnb]e modification of the bill as your in-
quiry lifted them up for further examination.

Senator WirLiams. Well, do I understand then that you are not
taking a position either for the rate of the investment credit or did
you have something else in mind? The investment credit proposal
ranges from 7 to 10 percent for plants——

Mr. PaarLBera, Yes. .

Senator WirLiams (continuing). With a life down to 10 years, or
614 percent for depreciation, and the equipment could be depreciated
in 4 years, and then under another provision—you are in favor of
those sections, is that correct ¢

My, Paarieera. I am in favor of the principle of rapid deprecia-
tion. Whether the scale specified in the bill is precisely the right one,
I would not be able té'fespond. o

Senator WiLriams. Well, of course, I always favored rapid depre-
ciations, but. we are dealing with this bill,

Mr. PAARLBERG. Yes.

Senator Wirr1ams, And I just wanted to get it clear, are you endors-
ing this bill or not? I mean in principle we are all for the principle, but
when we get down to the actual voting we vote for or against this bill,
and your Department will be administering it. And by the way, who
in your Department would it more than likely be—youf

Mr. PaarLsera, No, That would be the Assistant Secretary of Rural
DeveloBment and Conservation, in whose area this would fall, and
that is Dr. Cowden, who is here this morning.

Senator Wirriass. He is heve this morning?

Mr. Paarnr.era. Yes, he is. .

Senator Wirrras. Is he in a position to state—because I am sure you
are familiar—the De;lmrtment of Agriculture is familiar with the bill.
You have read the bill and studiedl it, have you not o

Mr. Paarueera. Yes, we have—not in great depth, Senator, but we
are not in a position this morning to make definitive statements on the
‘bill as & whole or indeed on particular details of the bill. The general
principle involved in the bill, the problem to which it is addressed, on
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these things we certainly can respond and we do respond affirmatively
to these thm&s. : :

Senator WiLrLranms. You are for the bill and you are going to study
it in detail later and see how it works$

My, PaaruBera, Wo are deeply aware of the problem to which the
bill is addressed, The general ah)proach of the bill, that of tax credits,
I personally support. The detailed provisions of the bill we are not in
position to respond to this morning.

Senator WirLiass. Well I have no further questions, but after
you have studied it I would be interested in talking with you.

Senator Curris. Would you yield right there?

Would this be a fair statement of your position, the Department of
Agriculture, that as to the tax matters involved in this bill, your posi- -
tion would be the position of the administration and would be the
position that would be in accord with the final decision of the Treas-
urK Department ¢

Ar, Pasrupera. T would think, Senator Curtis, that we would want
to consult. with the Treasury Department. We might have certain mat-
ters on which we would like to persuade the Treasury Department to
some view other than the one that they have historically had. That is
quite possible. '

Senator Curris. I understand, but what I mean is your concern is
primarily this development in rural areas?

Mr, PaariBera. Yes,sir.

Senator Curtis. And you would be giving considerable weight to
the views of the Treasury De%mrlment, as to the rates and technical
provisions of the tax proposals

Moy, PaArisera. Indeed, that would certainly be true.

Senator Curtis. Yes, because all of us are faced with a little bit of a
problem hore, in fact it might be an inconsistency on the part of some
of the Senators involved. We are very much interested in the objective
of this measure; many of us are coauthors of it. Since its introduction
the administration through the Treasury Department has asked for
tho repeal of the investment credit.

Mr. Paartsera. Yes.

Senator Curtis. And so there are some of those things that. will have
to be reconciled and worked out. And I do not know just what the an-
swer will be.

Mbr. Pasrioera. Senator, the concern about the investment credit is
largely a fiscal matter having concern for the overall stability of the
economy.

Now, the investment credit in rural areas that Senator Pearson has
in his bill would have fiscal impact, but its concern is really to chnn%(tp
the pattern of resource use. And it should be considered, I would think,
primarily with reference to its impact on resource use rather than with
reference to its fiscal impact. .

Senator Curris. Well, all I am saying is that the situation is modi-
fied to the extent that we have a little more complex problem——

Mr. PAARLBERG, Yes.

Senator Curtis (continuing). To look into——

Mr. PaariBERG. Yes.

Senator Curris (continning). Than at the time of the introduction of
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the bill when the request. for repeal of the investment credit generally
was not before the Senate and before the Congress.

My, Paarieera, Indeed. :

Senator Tarmange. Senator Fannin,

Senator FANNIN, Thank you, Mr, Chairman,

Coordination of Programs

Dr, Paarlberg, I am very pleased to hear that you are in agreement

- * Awith the general principle und objectives of the bill, I am wondering

if you have had the same experience I have had in regard to the pro-

liferation of these programs—now, not necessarily this exact proEram

but similar programs—from the standpoint of inducements to bring

industry and businesses into the rural areas, I am wondering what

we can do to attain the greatest benefits with the amount of money that

cun be expended and to try to coordinate these programs rather than

to just have them going off in tangents. Will this help to bring them
together, do yon !hlllkf

Mr, Paarisera. We also are concerned with the proliferation of
programs addressed to the rural-urban imbalance, There is difficulty
in coordinating these and focusing these. Up until now, very limited
amounts of money liave been spont on these programs in the rural
areas, And part of the work up until now has been exploratory, trying
out different things and secing what is effective and what is not.

I believe that we ure at a stuge where we should examine our ex-
perience and establish some priorities as to existing programs and
reduce the amount. of conflict that presently exists, But of the various
things that have been tried in the rural areas, none of them would
Inve the potential impact in terms of real inputs, dollars, that this
program would have. And if this program were im‘)lemented, our
efforts in the rural aveas, I think, would have a focal point around
which they could be associated, and we would generate considerably
more forward thrust than we have up until now. .

Senator Fannin. In this program, of course, we provide an incen-
tive for training?

Mr. PasrisEra, Yes, ‘

Senator FanNiN. And for other factors, too, that would be of great
benefit, But I know that in my investigation in my particular State
I fonnd that in many of the school programs that have voeational train-
ing they have the training that is needed for the unskilled worker so
they can be employed, but we also have schools that are not completing
the job; for instance, a junior college program, where it could be
controlled. We have schools springing up all over our areas, industrial
areas especinlly, many of which are not really equipped to do the job
they are attempting. I am worried as to the amount of money we are
spending in trying to train people and the fact. that we are not really

oinﬁz it in the manner in which it will accomplish our objectives and
our hopes. L

That is why I am so concerned. I know that tliere are at least eight
or 10 schools in my State that are not in & position to really do the
work they have assumed, and it could be better done hy the public
schools or through a program of cooperation with the public schools.

Instead of that, the Government is furnishing funds to people who
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do not have the ability to carry through the program of training. I
just. wonder how we can ever pull them together.

Mr. Paarisera, Well, it will be difticult because the problem is in
part agriculture, it is in part educational, it is in part welfave, it is
i part industrial, it is in part a matter of concern to the Labor De-
partment with its services of employment. All these different. agencies
are at. work in this area. ‘L'he eftort is relatively new, they are feeling
their way, and undoubtedly there is dléplication and there is over-
la]p ding as public agencies learn to address themselves to a public
which was not thought to ba a problem until the lnst. couple of decades.
I think we will have some of this duplication and some considerable
disappointments until we accumulate enough experience so that our
efforts will be move effective. I think up tﬁl now they have been in
part effective, but the total amount of resources that have been com-
mitted to solving the problem that you Senators are concernesl about
in this area, total resources are very limited compared with the amount.
of resources that we have addressed to trying to solve the problem after
it shows up in the urban areas.

Senator Fannin., Well, maybe the total amount is limited, but I
think in many of these training programs, esgecinlly those that have
been in effect the past 2 or 3 years wo have had a considerable amount
of money that has been expended that has not gone through the regu-
lar channels but has gone into private organizations, schools that are
operated by private individunls, I wonder how we can bring those
back under supervision, if we had school work under HEW and your
work in AFricultum It scems to me we have too many people trying
to accomplish the same objective, and I would say they are doin
some good, there are benefits but not commensurate with the cos
involved. :

That is just like the BIA, We have 8 or 10 agencies on an Indian
Reservation. I do not like to continue going back to the Indian Reser-
vation example, but it perhaps is the example I can give you be-
cause you can observe the proliferation of agencies working perhaps
for & common objective but not even knowing what the other is doing.
And we know that they go on the reservation without even consulting
with the tribal council or the tribal chairman, This is resented, and
so they do not get the cooperation. And here we have one example
where in t.ryinpi);o give legal aid to the people on one reservation they
are spending about $800,000, which is about three times the amount
that is being spent by the attorney general’s office in that State, And
this is being spent on one reservation for legal aid. .

So I just bring these examples to you because I feel that if that
is happening in that particuluar instance, then what is the overall?
And T sometimes wish that we could have an exact and complete
total of the amount of money that is bein sPent on one reservation
and then what is being accomplished with that amount of money.
I think we would be very surprised as to what is involved.

But my emphasis to you is I just hope we can work to coordinate
these efforts and eliminate the duplication in order to accomplish
these objectives. They are noble objectives, but our results are going
t% be negligible unless we can do a better job of concentrating our
efforts.
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Mr. PaarLBera, Well, that is an important challenge to the executive
branch, and much remains to be done to effect the coordination and
effectivoness of these programs, I certainly would agree.

Senator Fannin. Thank you.

Senator TaryapcE, Senator Curtis,

Senator Curt1s. No.

Senator Tarxmapce. Senator Pearson.

Senator Prarson. No. I thank the chairiman for his courtesy. I have
no questions,

enator Tarsrapar. Thank you very much, Dr. Paarlberg.

The next witness is Mr. Fred G. Steele, Jr., Cochairman, Coastal
Plains Regional Commission, Washington, D.C. And Mr. Steele is a
former citizen of my State and an old friend.

It is a pleasure to wolcome you here, sir.

STATEMENT OF HON. G. FRED STEELE, JR., COCHAIRMAN, COASTAL
PLAINS REGIONAL COMMISSION, WASHINGTON, D.C.

Mr, Steere, Thank you very much, Mr. Chairman. It is a pleasure
to have an opportunity to testify before your committee. I would
like to submit a prepared copy of my statement.

Senator T'aLMapce. You may insert it in the record and proceed in
any manner you see fit.

r. StekLe, I would like to do that.

§eﬂutor Taraapax, Without objection, the statement will be inserted
in full?

Mpr, SteeLe. Thank you.

The Coastal Plains Regional Commission concerns itself with an
area of 159 counties in States of Georgia, South Carolina and North
Carolina, It is the eastern portion of those States from the fall line
to the coast. .

Our area is well below the national averags per capita income,
approximately 1,000 per person. The outmigration has been extremely
high. Approximately half & million people in the 1950’s moved out of
our region, We are concerned with this problem. We feel it is directly
related to a lack of job opportunities within the region.

Senator Taracape, Where did those people in the outmigration go?

Mr, SteeLe. Primarily into the urban areas; yes, sir.

Senator Tarymapce. A large number of them wound up on public
welfare, I takeit? .

Mr, SteeLe. We have had the outmigration of unskilled, unem-
p](éved people.

enator TarLMapor, More than 40 percent, asa matter of fact?

Mr. Steere. Right. In our region, the economy has been agricul-
tural for many years and we are just now going through agonies of
trying to develop a more industrinl area to provide more opportu-
nities,

Senator TarLmapge, It would be much cheaper in the ]onﬁ( run to
offer some Federal incentive to provide job opportunities in that area
thgr?l keep them on public welfare in the cities in perpetuity, would it
no

1 Mr, Steele’s prepared statement appears at p, 72,
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Mr, Steese, Absolutely, yes. We have found, too, I noticed in some
recent statistics, that nearly 80 percent of new job opportunities
1n recent years have been in the urban areas, not in rural America.

If I may digress just a minute, Jast week I was in Greene County,
North Carolina. A small county, Greene County is distinguished by
having the lowest per capita income of any county in the State. And
yet I found that there we have the best people that you would ever
want to meet. These are gople that are just looking t%r opportunity.
Their housing may not be adequate, but I did not find a house that
was not well maintained. These are good people, they are hard work-
ing people, and I think it is our responsibility to see to it that they
have the opportunities within their county and not have to migrate
tothe cities.

As has been mentioned, the administration has not formulated
a position on this particular legislation. However, it does affect the
143 connties out of our 189 counties in Coastal Plains, Certainly we are
looking at this legislation with great interest. )

Just some 2 weeks ago, the five Federal Cochairmen of the title V
regions met and agreed that this was one of our primary areas of
interest; that we would take into consideration some type of tax incen-
tive program. This is now being studied, We are certainly not ready
" ‘at this time to come up with a position. But I feel that a tax incentive
certainly may be an important factor in giving us a more equitable
division of job opportunities.

Senator Taraapcer. Senator Williams,

Senator Wirrias. No questions.

Senator Taraapge. Senator Curtis.

‘Senator Currtis. No questions.

Senator TaLMApor. Senator Pearson.

Senator Prarson. No, ‘

Senator Tarmance. Thank you very much, Mr. Stecle, for your
appearance, We appreciate your testimony.

Mr. SteELE, Thank you, sir.

(Mr. Steele’s prepared statement follows:)

STATEMENT BY HONORABLE G. FRED STEELE, JB., FEDERAL CoCHAIRMAN, COASTAL
PLAINS REGIONAL COMMISSION

Mr, Chairman, as Federal Cochairman of the Coastal Plains Regional Commis-
slon, it is & great pleasure to testify before the Committee on Finance concerning
the Rural Job Development Act (S.15).

The Coastal Plains Regional Commisslon was established pursuant to Title V,
‘Public Works and Economic Development Act of 1985, It is a Federal-State part-
nership whose purpose is to induce orderly, accelerated economic growth in the
Coastal Plains of North Carolina, South Carolina, and Georgia,

The Coastal Plains Reglon extends from the fall line to the Atlantic Occan
.and from the Virginia border to the Florida line. It includes 159 counties of
North Carolina, South Carolina, and Georgia and 143 of these would be affected
by this legislation. The median income of the legion is weli below the U.S. aver-
age and the outmigration is very high. The Region has a high percentage of sub-
standard housing and its educational attainments are well below natlonal levels.

The low per capita income and the high rate of outmigration in the Region is
positively correlated with a lack of varlety in job opportunities. Traditionally,
our economy has been based on agriculture and heavily dependent upon cotton,
peanuts, and tobacco. As agriculture has become mechanized, large numbers of
farm employees have found themselves without work, Since the Region has lacked
a broad Industrial basze, this labor. force has migrated from rural Amerlca to
;l;ggn America. In fact, approxintately 500,000 people left our Region in the

'8,
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All of rural Amerlica as well as the Coastal Plains Region has seen this migra-
tion of unskilled laborers into the ghettos of our metropolitan areas, This has
created a truly national, not sectional, problem. We can begin to solve the prob-
lems of metropolitan Amerlca by solving the problems of rural Amerlca, and we
must begin now. The creation of opportunities in rural America wiil halt not only
the outmigration of our unskilled and unemployed but would halt the outmigra-
tion of our future community leaders. We now find that a large percentage of our
brightest young people are leaving their homes in rural America upon completion
of their high school educatjon, They are leaving to further their education or
seek employment in urban areas, but in elther case, they are not returning.

The Coastal Plains Commission has set its goal. The goal i3 to close the income
gap in the Region and thus halt the outmigration. The task Is clear, We must
create the quantity and quality of opportunities in the Coastal Plains so that
those who choose to stay and work will have the freedom to do so. Qur goal will
not be easily or quickly accomplished. But we can achieve our goal if we can
provide new and better job opportunities for our area.

Recent statistics indlcate that upward of 80 percent of all new job opportuni-
tles in our Nation have been created fn our urban areas. In my judgment, many
of our cities have literally reached a saturation point. I feel that it is vitally
important that our future growth should be centered around our small com-
munities. This would give us better utilization of our natural resources and a more
equitable distribution of opportunities in our great country.

Gentlemen, we are dealing here with the very real problems of poverty, of
underemployment, of migration of the citles, of the ghettos. We are attempting
to solve these problems. We wikl not solve them simply with massive public spend-
ing. The Coastal Plaing Commission recognizes that mere investment of Federal
funds will not achleve our goal. A judiclous stimulus of the private sector must
also be considered.

A tax Incentive to industry could be an important factor in accomplishing better
distribution of job opportunities. This is a matter now bLeing considered by the
Administration as well as by the Congress. I fcel that through hearings such as
these, we will have a helpful exchange of ideas.

Senator Tararanae, The next witness is Mr. Robert Partridge, presi-
dent, Nzi,;i&nal Rural Electrification Cooperative Association, Wash-
n . .
Ir. i’artridge, you may proceed as you see fit. If you like, you can
insert your statement in full in the record and skim it or extemporize it,
any way you see fit.

STATEMENT OF ROBERT PARTRIDGE, PRESIDENT, NATIONAL
RURAL ELECTRIC COOPERATIVE ASSOCIATION, WASHINGTON,
D.C.

Mr. Partrioge. Thank you, Mr. Chairman. My statement is rather
brief. Perbags I will save the time of the committee if I stick closely
to the text of it.

Mr. Chairman and members of the committee, my name is Robert
D. Partridge. I am general manager of the National Rural Electric
Cooperative Association. I have with me two members of the NRECA
stafl who have major responsibilities for rural area development: Mr.
William E. Murray, who ssecializes in legislation and liaison with
Federal agencies, and Mr. Edward Wiley, who specializes in providing
technical assistance to our member rural electric systems,

. The National Rural Electric Cooporative Association is the na-
tional service organization of the 084 rural electric systems operating
in 46 of the 50 States, These systems, most of which are nonprofit
cooperative, a few are power districts, bring central station service
to roughly 22 million farm and rural people. Their lines serve in 2,600
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of the Nation’s 3,100 counties, an area constituting about 70 percent of
the continental United States,

As might be assumed, the future of the rural electrics and the rural
areas they serve are inseparable, Nearly half of the people remaining
in rural America are the owner-consumers of electric cooperatives,
In addition, the rural electric systems have invested almost $6 billion
in lines, poles, meters, material and equipment, and all of the other
kinds of facilities that are necessary to supply modern, dependable
electric service. -

From its beginning in the mid 1930’s, the rural electrification pro-
ram has had as its primary mission improving the quality of rural
iving. It has been one of the most successful rural development pro-

grams ever sponsored by the Government.

A keoy to its success, we believe, is the use of Federal credit assistance
to stimulate local people to organize their own electric systems. As
a result, electric service is now available everywhere, even in the
most remote and sparsely settled sections of our country, with very
few exceptions,

Senator Tarmapce, That never could have been achieved without
a federal subsidy, could it{

Mr, PartringE. No, sir, it could not, Mr. Chairman. In our opinion,
the REA program was indispensable to the success and to the achieve-
bmel_lt. of area coverage of rural electrification on a sound financial

asis.

Tremendous benefits have accrued not only to rural people from
the rural electrification Erogram but to urban people as well. Rural
electrification has created a multibillion dollar market for equipment
and appliances, a market which would not have been had it not been
for the rural electric program. The market for appliances and equip-
ment amounts to more than a billion dollars a year. Hundreds of new
businesses and small plants have sprung up along rural electric lines
giving employment to a good many thousands of people. The Gov-
ernment’s investment in the rural electrification program has produced
dividends many times the amount of credit extended, which in the
case of REA hasbeen lines, direct lines.

Despite the significant contributions of rural electrification to im-
proving conditions in the rural areas they serve, the fact is that the
economy of rural America has been declining at a steady rate since
the early 1940%, and it will continue to decline as we see it unless there
is a conscious massive effort to stop the lf)rooess. Parenthetically, we
point out that there would be little hope of revitalizing the rural areas
of this country if electric service were not available in those areas.

The migration of over 30 million rural people, of whom 20 million
were farmers, since 1940, is of course, the basic reason for the crisis
which we have in rural America today, the problem of continuin
vital services that are needed in any community, including rura
America, The influx of millions of these displaced rural people into
the cities has been one of the basio reasons for the urban crisis,

. ‘This migration, perhaps the largest in recent history of Western
civilization, has been largely ignored until just a few years ago. The
consequences are tragically visible in every large city, and in thousands
of small towns where hoarded up stores on Main Street are examples
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and are a very direct result of the decline in the numbers of ({)eople
and the decline in the community facilities that they once had.

And still the migration from the country to the city goes on—at a
slower pace certainly than in the 1940’s and 1950’s but the end of
the migration is not in sight. One well-known demographer pointed
out recently the high fertility rate and the large number of young
people in many impoverished rural areas as indications of the large
potential for future migration from rural America.

Wa can only conclude that what is happening in rural America
is very bad for the nation as a whole, and if it is not corrected, it
will ultimately reduce a Iarge part of rural America to wasteland,
and at the same time make our great cities even more unmanageable
than they are today. This we think does not constitute sensible national
policy but apparently it is at the present time national policy since
1t is allowed to continue. We desperately need, we believe, a national
policy on rural-urban balance and a national commitment to achieve
a sensible balance.

One goal of such & policy should be to reverse the mifgration pattern
of the last quarter century. We are convinced that millions of Ameri-
cans now crowded together in the cities would prefer to live in smaller
communities and rural areas. Last year we commissioned the Intar-
national Research Associates of New York City, a very prominent
research organization, to conduct a nationwide survey of a represent-
ative cross section of the adult population. One of the many questions
that was asked was, “If you could live anywhere you wanted, which
of these (big cities, smaller towns or rural areas) would you choose?”
And 82 percent sald they would prefer to live in smaller towns and
rural areas, Only 15 percent preferred the big cities.

And on a related question, which was: “Where do you think a youn
man would have the best chance of building a good life for himself "
Forty-four percent said the big cities and 29 percent said the smaller
towns. Only 9 percent said rural areas.

Based on that survey, we draw the conclusion that those now in
rural areas would want to stay there and that millions of city people
would like to go there, provided—and this is the key to where Beople
live always—provided there aro opportunities to make a decent living.

It is o logical assumption that 1t would not be necessary to force
reverse migration. What is neceseary, we believe, is to provide economic
opportunity in rural communities,

Ve beiieve that legislation like S. 15 assumes top priority in rural
developnient, for it addresses itself to the No. 1 need in rural areas— -
the creation of new jobs on a large scale. That is why our association
and our membership actively support S. 15.

At our 1968 annual meeting, the membershii) of NRECA adopted
a resolution specifically endorsing this type of legislation. We have
attached a copy of that resolution to my prepared statement.!

At this year’s annual meeting, 1969, our membership adopted a
resolution on rural-urban balance which directed NRECA to active(l)‘v)
and aggressively support “programs designed to provide new j
onortunitles, including incentives for rural industrial development.”
We have also attached a copy of that resolution.! . .

Many of our systems have been spearheading efforts in their service

38eap. 78.
30-013—69——86
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areas to attract new enterprises. This legisiation should make their

efforts more effective, Since the beginning of nationwide rural devel-

opment in 1961, rural electrics have established 3,300 new industries

and commercial enterprises resulting in 216,000 new jobs. We are

proud of that accomplishment, but it admittedly is only a token kind

gf ((Ilevelopment. We think that much more, much, much more need: to
e done.

These jobs, those that have been created, have made it possible for
many times that number of rural residents to remain, of course, In
addition, there is evidence that some former residents who have gone
‘to the cities have returned to the areas from whence they came.

There are many examples of how industrialization has helped to
stabilize rural commrinities in the service areas of rural electrics. One
of the most impressive, we think, has taken place in the five-count
area served by the Blue Ridge Electric Cooperative of Lenoir, N.C.
That five-county area, which is an Appalachian #rea in northwestern
North Carolina, was one of the most impoverisheri and depressed areas
in the Nation only a short while ago. Blue Ridge launched a compre-
hensive redevelopment drive with emphasis ou industralization, The
co-op provided leadership, technical assistance, manpower, and in
some cases mone:ir.

Now, I would emphasize that this is a very able and effective co-
operative. It's a large system and it has the capability of doing things
that many smaller rural electric systems faced with perhaps greater
handicaps could not hope to accomplish. But Blue Ridge results have
been really outstanding. The heavy out-migration of the 1950’s has
practically stopped. Each of the five counties has gained population
since 1960, quite in contrast to the rural county situation. In 1967,
overall employment was 35 percent greater than it was in 1962, A total
of 8,200 new jobs have been added in those five counties. And annual
wages were up $40 million in 5 years. Retail sales were up 56 percent
for the same period.

Agricultural revenue increased 450 percent in a decade, up from $15
million to $66 million, and even after allowing for the effect of infla-
tionary prices it still is a rather startling increase in agricultural
revenue. Five thousand new homes have been built in those five
counties in the last 3 years. Ten of the area’s 16 high schools have been
constructed since 1060, along with a technical institute, and a
community college. The local tax base has doubled.

Recreation is a major industry throughout that area now. It was
not at the time the program began, In one county, 500 find full-
time employment in recreational activities alone. More than 40 new
hotels and motels have been built and hundreds of camp sites, three
golf courses, and three ski resorts.

We believe that the incentives provided in S. 15 could greatly bol-
ster the efforts of rural electrics and other community groups to at-
tract industries. '

While we have supported the concept of special assistance to stimu-
late economic development in depressed areas, such as in the programs
of the Economic Development Administration and its predecessor, the
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ARA, and in the Small Business Administration, it is our opinion that
all rural counties should be trying to expand their economic base.

We really do not believe that it makes good sense to allow a county
to slide all the way down the economic totem pole before you begin to
be concerned, as we must be concerned, about the declining nature of
the the economy of the area.

If raral America as a wliole is going to become the alternative to a
few Fiant cities and even larger strip cities, economic development
should, we believe, be encauraged in as many counties as possible.

- 'The provisions of S. 15 would also prove valuable in areas now
eligible for EDA assistance and presumably would permit EDA to
concentrate its very scarce resources in the most depressed counties to
-an even greater extent than possible at the present time.

We are of the opinion that there is considerable evidence that tax
incentives have been effective in promoting industrial development,
both in the United States and in other countries, For instance, ac-
celerated depreciation helped to expand the industrial capacity during
World War IT and the Korean war, and it was quite markeg here in
the United States.

The investment tax credit, which came to use in the early 1960,
-did stimulate economic growth. And apparently to such an extent as
it was suspended to cool down economic expansion and then reinstated
to speed it up again, ' . .

Currently there is a proposal to again suspend or repeal it.

‘We would certainly agree with Senator Pearson’s statement when he
introduced S. 15 that, and he said, “It is clear to all that new jobs
fly at the heart of the rural development.” He estimated the need for
new jobs in rural Americas “upward of 500,000” per year, and we
believe that he’s pretty much on target with those estimates, We cer-
tainly believe and concur fully in the statement which he made,

W]’xrether the tax incentives provided by S. 15 would provide this
‘many jobs is impossible to foretell. But we do know that present pri-
vate and Government assisted efforts are not coming close to this goal
and are leaving large sections of rural America virtually untouched.

We recognize that at the outset there will be considerable tax loss to
the Treasury. But it would seem reasonable to expect that over the long
run these losses would be more than offset by new taxable wealth, but
the millions of dollars in new payrolls, and by reduction of unemploy-
‘ment and welfare costs.

We believe that the investment is worth it, as has been the case with
the rural electrification program. )

Viewed in light of the desperate need for restoring a sane balance
‘between rural and urban America—the most critical problem of our
‘time—we have got to be able and willing to try bold, new approaches
flo solving the problem. We believe that S. 15 is a good start in that
-direction.

Mr, Chairman, members of the committee, I appreciate your courtesy
in hearing me this morning. I will be glad to respond to any questions.

Senator Tarmanar. Delighted to have you with us, and the resolu--
‘tions that you referred to will be printed at this point in the record.

(Mr. Partridge’s resolutions previously referred to follow:)-
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(Resolution Adopted at NRECA Annual Meeting—March 20, 1069)

RURAL-URBAN BALANCE

Whereas upon the solution of the imbalance between rural and urban America
depends the future health and prosperity of the nation; and

Whereas there can be no lasting solution unless social and economie oppor-
tunities in rural America are sufificient to not only halting the outmigration to
the eitfes, but to reversing it as well ; and

Whereas America’s rural electric systems are prepared to contribute to the
masimum extent possible manpower, know-how, and leadership in correcting
the critical rural-urban imbalance : Now, therefore, be it,

Resolved, that we recommend that the Administration and the Congress give
the solution to this grave domestic problem the highest priority; and be it

further,
Resolved, that our national service organization, NRECA, be directed to ac-

tively and aggressively support legislative and administrative rural development
efforts, including:

1. Establishment of a national rural-urban development policy.

2. Programs designed to provide new job opportunities including incen-
tives for rural industrial development; vitally needed community facllitles
of all kinds ; modern housing, and technlcal assistance.

3. Appolntment by the President of a coordinator for rural community
development on the White House staff to be charged with developing maxi-
mum cooperation and coordination among the several government Depart-
ments and Agencles which now administer the multiplicity of programs that
affect rural development.

4. Restructuring of the Federal machinery which has responsibilitles
for development programs to insure maximum coordinatlion within Depart-
ments and between Departments.

(Resolution Adopted at NRECA Annual Meeting—February 29, 1968)

RURAL JoB DEVELOPMERT ACT

Whereas an acute need today is job opportunity in rural Amerlca; and

Whereas 8. 2134 and H.R. 11886 have this as their objective by providing tax
incentives to industries locating in rural areas: Now, therefore, be it

Resolved, That we support these bills, and others which have this objective
and urge the Congress of the United States to take quick and appropriate action.

Senator Taraance, Senator Williams,

Senator WiLriams, No questions,

Senator Tarmance. Senator Curtis,

Senator Curris. No questions,

Senator Taryaner, Senator Pearson.

Senator Pearson. No.

Senator Tarsapee. Thank you very much. We appreciate your
appearing before us.

The next witness is Mr. Robert M. Millwee, Jr., executive director,
Arkansas Industrial DeveIOﬁment, Commission, Little Rock, Ark.

Mr. Millwee, Senator Fulbright had hoped to attend this hearing
and to introduce you to the committee. Unfortunately, it’s necessary
for him to attend another committee hearing, but he said he would
read the record of this hearing with great interest.

He tells me that you are executive director of the Arkansas Indus-
trial Development Commission, and in that capacity you have had
significant experience in encouraging the development of business and
industry in Arkansas, which is still predominately a rural State.

Since it’s the purpose of S. 15 to encourage business to locate in
rural areas, he was sure that you would give the committee the bene-
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fit of your experience and the experience of the Arkansas Industrial
Development Commission. .

You may proceed, sir, in any way you see fit. If you wish, you can
insert your statement in the record in full and highlight it or extem-
porize it, as you see fit.

STATEMERNT OF ROBERT M. MILLWEE, JR., EXECUTIVE DIRECTOR,
ARKANSAS INDUSTRIAL DEVELOPMENT COMMISSION, LITTLE
ROCK, ARK.

Mr. Mizuwee. Mr. Chairman and distinguished Senators, I would
like to insert it in the record, and I will try to skip over some of the
subject matter that has been covered previously.!

he financial strength of American business must be directed
toward the solution of these social ills. You are fully aware of the
problems that have been discussed of the ghetto and the problems
of the rural to urban migration,

The plight of the rural people and rural cities is well documented
and for a concise a]ipm‘isal I would refer you to the report by the
President’s National Advisory Commission on Rural Poverty en-
titled “The People Left Behind.”

While I agree with the appraisal of the problem in this report, I
do not agree with the solution to the problem can be achieved by
more massive Federal pro S.

The solution to the problem is to encourage American business to
build plants in the depressed areas and provide manufacturing pay-
rolls and manpower training.

The loss of pogula,tion from rural area has resulted in many eco-
nomic problems for the once thriving and prosperous communities,
These migrations have weakened the municipal tax base, the school
tax base, the countz tax base and deprived the small town merchants
of their buying public, the schools of their students and the churches
of their congre(Fations. It has become increasingly difficult for small
towns to provide the necessarﬂ utilities, fire protection, police protec-
tion and services needed by their citizens. New payrolls infused into
these local economies will revitalize and restore the strength of the
communities. The attitude of defeat and disillusionment now found
in the smaller cities can be changed overnight to one of optimism and
hO{;e b{ the addition of plants providing manufacturing payrolls.

Vé have seen this happen time and time again in our Arkansas
communities and this is repeated many times over in other agricul-
turally oriented States.

Private industry will sgend approximately $10 million in 1969 in
capital expenditures. Of this, approximately 30 percent or $21 billion
could be devoted to modern p’lants in areas of labor availability and in
communities where municipal facilities have already been provided
for a population that isleaving.

Following World War IT, when the threat of the atomic bomb was
first visualized, there was an effort made to decentralize industry.
During that period a number of plants were located in the rural envi-
ronment. The successes of these installations have provided case his-

3 Mr. Millwee's prepared statement appears at p. 81.
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tories of revitalized communities of rural populations providing skills
and productivity equal to those in the urban centers and of the prac-
tical economics of locating plantsin the less congested areas, ‘

Some of the factors that favor a rural location include the following:

‘The plant’s ability to recruit and maintain a loyal work force. .

The plant’s ability to provide a small town environment for em-
ployees including the enjoyment of outdoor recreation and greater
participation in local civic activities, : .

Providing payrolls to the rural areas broadens the economic base:
for the purchase of consumer products thereby contributing to the
national economic growth. A

Recruiting labor in areas of high unemployment does not contribute
to the inflationary competition for labor in the areas of labor shortage.

Providing jobs reduces the welfare and unemployment burden of
other State and Federal programs.

Providing jobs to the unemployed or the underemployed restores
the dignity and pride of the individual. ‘

And as the individual gains dignity and pride, he also gains respect
f%x:‘ the institutions on which he depends and thus becomes a better
citizen,

"While the purpose of Senate bill 15 is all that could be desired, the
mechanics of the bill and implementation thereof leave much to ques-
tion. The location of industry requires highly complex studies of the
industry requirements and current community and labor availability
evaluations. The community and labor data must be up-dated on a
month-to-month basis on a 25-mile radius from the proposed plant
location. This can only be done at the State and community level, or
by ’Iprivnte consulting firms, ) ,

he selection of the Department of Agriculture is a very unlikely
choice to administer an industrial program. The designation of labor
surplus areas could best be accomplished by the U.S. Department of
Labor, Burean of Labor Statistics, and administered in conjunction
with other economic and regional development programs of the U.S.
Department of Commerce. ) ' ‘

would like to suggest the following: ,

1. That the designation of qua]iﬁe,(f“rural job development areas”
be certified by the Buréau of Labor Statistics, U.S. Department of
Labor in conjunction with the related State agency. And that these
designations should be up-dated quarterly and as industry provides
jobs to alleviate a labor surplus, the designations should be removed.

2. That qualified “persons” be limited to those included in standard
industrial classifications 19 through 39, which is manufacturing of
durable and nondurable goods. ) . - <

3. That the responsibility for the coordination of community, State,
and Federal programs for industrial and community development be
assigned to the States, , . .

The request for $250,000 in Senate bill 13 is totally misleading and
inadequate for the information program proposed. The State of Ar-
kansas allocates that amount to try to accomplish the same objectives in
163 Arkansas communities. Our program has been established 14
years, and we could do a more effective job with funds up to $400,000.
But to accomplish these objectives on a nationwide basis and provide
valid information would require as much as $20 million per year. No
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appropriation is necessary because these services are available at the
State and local level, through the States agencies, the railroads and
the utility companies. .

The program should be designed to be neninflationary in effect on
the national economy. New plants located in areas of current labor
shortages increased job turnover, lower productivity, and escalate
wsi§e increases without a comparable increase in productivity.

ew plants located in areas of labor availability find a loyal and
stable work force, reduce the welfare and unemp (:erent burden of
other State and Federal programs, and create new disposable income
for (&11 new group of consumers that broadens the market for consumer
goods.

Some people feel that industrial development programs are rooted
in competition between the States or between regions of the United
States. This is not basically true. What is good for most States is good
for Arkansas, .

The industries that we lose in Arkansas that really hurt are the
aluminum plants that go to the Dominican Republic; the chemical
plants in Puerto Rico, Australia, West Germany and Spain; the paper
niills in Spain, Honduras and Canada; or the many other plants built
overseas because the investment climate is more favorable,

It also stifles our growth and that of our sister States:when 175
million pairs of shoes, %reat amounts of textiles, chemicals, automo-
biles, motor bikes and electronic gear are imported from overseas in
competition with industries that provide jobs for our people.

The American people in their generosity have financed the Export-
Import Bank, the World Bank, the Alliance for Progress, the Agency
for International Development and many other programs with billions
of dollars of their money.

And our request is an equal opportunity for proud rural Americans
who are willing to work. .

Senator TaLmapce. Thank you, Mr. Millwee, for a very fine
statement. ‘ '

Any questions, Senator Curtig?

Senator Curtis. No. I won’t take any time at this time, but I appre-
ciate your statement.

Senator Tarmapce. Thank you very much for appearing before us.

(Mr. Millwee’s prepared statement follows:)

SUMMARY OF TESTIMONY OF ROBERT MILLWEE, JR.

! BﬁB;'IEO’l'—lBURAL INﬁUSTBEIZATION

(1) Incentives are necessary to locate Industry in rural America.

(2) Rural communities need to be revitalized.

(8) $21 billion industry investment available.

(4) U.S. Department of Agriculture not recommended to administer—ad-

_ministration should be by U.8. Department of Commerce.

(5) Labor surplus areas designated by U.S. Dept. of Labor on temporary
basis, Reevaluated quarterly and designation removed as labor surplus decreases,

(6) Eligible industrles should bé limited to durable and non-durable manu-
facturing concerns. : ’ :

(7) Program is non-inflationary.

(8) Program expands consumer bare and improves national economy.

(9) Program reduces unemployment and welfare costs- ’

(10) Program needed to compete on international basis,
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TESTIMONY OF ROBERT M. MILLWEE, JR., EXECUTIVE DIRECTOR, ARKANEAS
INDUSTRIAL, DEVELOPMENT COMMISSION

Mr. Chairman and distinguished Senators, the finanlcal strength of Amerlcan
business must be directed toward the solutlon of our most serlous social ills.
Y(;ll a&e fully aware of the problems of the ghetto and of the rural to urban
mligration.

The plight of the rural people and rural cltles is well documented and for
a concise appralsal I would refer you to the report by the President's Natlonal
Advisory Commission on Rural Poverty entitled “The DPeople Left Behind.”
This report showed that 14 mlllion rural Americans are in poverty. This is
seven times the total population of the State of Arkansas,

While I agree with the appraisal of the problem in this report, I do not agree
that the solution to the problem can be achieved by more massive federal
programs.

The solution to the problem is to encourage American business to buitd plants
:n ltl:;e depressed areas and provide manufacturing payrolls and manpower

raining.

The loss of population from rural area has resulted in many economie problenas
for the once thriving and prosperous communities, These migrations have
weakened the municipal tax base, the school tax base, the county tax base
and deprived the small town merchants of their buying public, the schools of
their students and the churches of thelr congregations. It has become increasingly
difficult for smalt towns to provide the necessary utilitles, fire protection, police
protection and services needed by thelr citizens. New payrolls infused into
these local economies will revitalize and restore the strength of the communitles.
The attitude of defeat and disillusionment now found in thie smaller cities can
be changed overnight to one of optimism and hope by the addition of plants
providing manufacturing payrolls.

We have seen this happen thne and time again in our Arkansas communities and
this is repeated many times over in other agriculturally oriented states.

Private Industry will spénd approximately $70 billlon dollars in 1969 in
capital expenditures, Of this, approximately 30% or $21 billion dollars could be
devoted to modern plants in areas of labor availlability and in communities
;vhext-e munlieipal facllities have already been provided for a population that is
eaving.

Following World War II, when the threat of the atomic bomb was first
visualized, there was an effort made to de-centralize industry. During that period
n number of plants were located in the rural environment, The successes of these
instalintions have provided case historles of revitalized communities of rural
populations providing =kills and productivity equal to those in the urban centers
and of the practlcal economics of locating plants in the less rongested areas.

Some of the factors that favor a rural location include the following:

1. The plant’s abllity.to recruit and maintain a loyal work force.

2. The plant’s ability to provide a small town environment for employees
including the ‘enjoyment of outdoor recreatlon and greater participation in
local civic activities,

3. Providing payrolls to the rural areas broadens the economic base for the
purch:ll]se of consumer products thereby contributing to the national economic
growth,

4. Recruiting labor in areas of high unemployment does not contribute to the
inflationary competition for labor in areas of labor shortage.

5. Providing jobs reduces the welfare and unemployment burden of other State
and Federal programs. - .

6. Providing jobs to the unemployed or the under-employed restores the dignity
and pride of the individual.

7. As the Individual gains dignity and pride, he also gains respect for the insti-
tutions on which he depends and thus hecomes a better citizen,

While the purpose of SB 15 is all that could be desdred, the mechanics of the
bill and implementation thereof leave much to question. The location of industry
requires highly complex studles of the industry reqitirements and current com-
munity and labor availability evaluations The community and labor data must
he up-dated on a month-to-month basls on a 25-mile radius from the proposed
plant location. Thix can only be done at the state and community level, or by
private consulting firms.
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The selection of the Department of Agriculture I8 a very unlikely cholice to
<dininister an ‘ndustrinl program. The designation of labor surplus areas could
best be accomplished by the U.S. Department of Labor, Bureau of Labor Statistics,
.and administered in conjunction with other economic and regional development
programs of the U.S. Department of Commerce.

T would like to suggest the followling:

(1) That the designation of qualified “rural job development areas” be certl-
fied by the Bureau of Iahor Statistics, U.8, Department of Labor, in conjunction
with the related State agency. These designations should be up-dated quarterly
;md as ind;lst ry provides jobs to alleviate a labor surplus, the designations should

e removedd.

(2) That qualified “persons” be limited to those included in standard indus-
trinl classificatlons 10 through 39.

(3) That responsibility for the coordination of community, State, and Federal
programs for industrial and community development be assigned to the States.

The request for £250,000 in SB 15 is totally misleading and inadequate for the
information program proposed. The State of Arkansas allocates that amonnt
to try to accomplish virtually the same objectives for 138 Arkansas communities.
-tmr program has been established 14 years, and we could do a more effective job
with funds up to $400.000, To accomplish these ebjectives on a Natlon-wide hasis
and provide valld Information would require 50 times that much or $20,000,000
per year. No appropriation Is necessary because these services are avallable at
‘the State and local tevel,

The progrnm shoutld be designed to be non-Inflationary in effect on the natlonal
economy. New plants located in areas of current lahor shortages increase job
turnover, lower productivity, and escalate wage increases without a comparable
increase in productivity.

New plants located In areas of lador arailabiilly find a loyal and stable work
force, reduce the welfare and unemployment burden of other State and Federal
programs, and create new dlsposable income for a new group of consumers that
broadens the market for consumer goods.

Some people feel that industrial development programs are rooted in com-
petition between the States or between reglons of the United States. This is not
hasienlly true. What is good for most States Is good for Arkansas

The industries that we lose in Arkansas that really hurt are the aluminm
plants in the Dominican Repnblic; the chemlcal ptants in Puerto Rico, Australia,
West Germany and Spiting the paper mills in Spain, Honduras and Canada; or
the nu;‘ny other plants bhuilt overscas because the fnvestment climate is more
favorable.

It also stiftes our growth and that of our sister States when 175,000.000 pairs
.of shoes, great amounts of textiles, chemicals, nutomobiles, niotor bikes and elec-
tronic gear are Imported from overseas in competition with industries that pro-
vide jobs for our peojtle.

The American people in thelir generosity have financed the Export-Import Bank.
the World Bank, the Alllance for Progress, the Ageney for International Devel-
opment and many other programs with billions of dollars of their uoney.

This 13 a request for ecqual economie opportunity for proud rural Americans who
are willing to work.

Thank you, gentlemen,

Senator Tarmance. The next witness is Mr. James W. Monroe,
divector of the Nebraska Department of Economic Development, Lin-
coln, Nebr. ‘ .

Senator Curtis.

Senator Corris. Mr. Chairman, I am very happy to welcome Mr.,
Monroe to give testimony on this important matter.

Mr. Monroe was appointed by ITon. Norbert Tiemann, Governor of
Nebraska, to be director of the Nehraska Department of Economic
Development, ITe has provided intelligent and enthusiastie leadership.
His ideas and his promotions are always well halanced with comments,
and he's very muceh interésted in rural America and is well qualified
to make a contribution in reference to these hearings.

Senator Tarsanar. Thank you, Senator Cartis.
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You come well recommended, Mr. Monroe. You nmuy proceed as
rou see fit, If Fou desire, you can insert your statement in the record
1 full, or highlight it in any way you see fit, sir.

STATEMENT OF JAMES W, MONROE, DIRECTOR, NEBRASKA DEPART-
) MENT OF ECONOMIC DEVELOPMENT, LINCOLN, NEBR.

My, Mo~koe, Thank you, Senator, and thank you, Senator Curtis.
I have o very brief statement, Senator. I would like to read it, and
also have submitted for the record some attachments to my statement,

Tam Jim Monvoe, director of the Nebraska Department of Iiconomic
Development. 1 am appearing at this public hearing in support of
Senate bill 15,

Nebraska is an agricultural State which is evidencing a steady
decline in agricultural employment and an outmigration of people
from its boundaries: this outmigration has and will cost Nebraska
an average of %350 million annually in total expected lifetime income
lost due to the projected outmigration during period of 1960 to 1975,

During that period that totals over $5 billion. This is broken down
inappendix A2

The outmigration of our labor force estimated by the Bureau of
the Census for the same 15-year period is 30,370 persons. And this
is also broken down, Senator, in appendixes B and C.

These figures tell us that not only does Nebraska sutfer a significant
cconomic loss but in addition 30,000 people will be joining the exodus
to the larger cities competing for jobs thus compounding national
urban problems. :

I feel that passage of Senate bill 15 would be a positive step toward
curbing out-migration from States such as Nebraska. ‘I'he mere intro-
duction of this bill and this publie hearing will help to get American
industry to focus more attention on this Nation's small communities,
many of which possess all of the necessary human and physical
resources needed by industry but. which have not yet been discovered
by .American business.

States such as Nebiaska are expending a great amount of effort
and money in preparing our communities and in expanding existing
industry and seeking new firms, Between 1957 and 1967 manufuactur-
ing jobs increased 31 percent, 19,000 jobs, in Nebraska. Only 14 other
States had a greater percentage gain, But in this same period of time
our agricultural cmp}oyment declined by approgimately 43,000 people,

I feel that an important feature of S) 15 is the allowance made for
training people in rural America. T would like to suggest that in
addition to the allowance for on-the-job training that a special pro-
gram be developed to make funds available to State and area voea-
tional-technical schools for providing job training Yr'ogrmns for
people in rural areas as industry is attracted to aveas that provide a
trained Inbor foree.

In addition to the incentives provided by S. 15 we need to make sure
that financing is available in rural aveas. Financing by the Small
Business Administration and the Economic Development Adminis-
tration is helpful but an important financing tool was virtually elimi-

1 Appendixes appear at p. 89.
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nated approximately 1 year ago when the industrial development
revenue bond law was changed and which teday is almost unworkable.
1 am confident that you will find that industrial development bonds
were very important in locating new plants in our smaller communi-
ties. This has been the case in Nebraskn, and F'm sure in several other
so-ealled rural States legislation is needed to correct the present indus-
trinl development bond Iaw, and 1 hope that the 38 Senators who
joined in introducing S, 15 and the Senate IFinance committee will
support corvective legislation when it is introduced.

Mr. Clmirman, 1 have several suggestions concerning rural indus-
trialization which ave not covered in S. 16 but which I feel will be
of interest to_your committee. I have included them in appendix D
to this statement. 1 request that they be made a part of the record
of this hearing.

Senator Tarstance. Without objection, it is so ordered.!

Mur. Moxnror. In closing, T want to further suggest that the Rural
Job Development Act be implemented through the State development
agencies which ave created by State legislatures and given the re-
sponsibility for industrial development.

That’s the end of my statement, Senator, I would be glad to answer
any questions,

Senator Tarstance. Senator Curtis,

Nebraskan Industry

. Senator Curris. Mr. Monroe, you have observed a certain amount of
industry coming into rural Nebraska, In general, has it proven a
snecess? .

My, Moxroe. Pardon?

Senator Curtis. Iasit proven a success?

Mr. Monror. Yes, it has. If I could elaborate——

Senator Cortis. Please do so. Please doso,

Mr. MoxroE (continuing). When we get a company to come into
Nebraska, we find that they arve very pleased with what they find. And
we find that they have a yather rapid rate of expansion.

A good example is Becton, Dickinson & Co., which moved into
Nebraska, in a small community about 10 years ago, and today has
three plants in the State.

Senator Curtis. Inthree different communities,

Mr. Moxzrok. In three different small conmnunities: yes.

19?;1;:&01‘ Cortis. And how many new jobs have been created since

)

My, Moxnror. Since 1957, 19,000, from 1957 through 1967,

Senator Curris, But our problem is that the decline of people needed
on the farms hasexceeded that. -

Mr., Moxror. Right: in the same period we lost about 43,000 in
agricultural employment.

Senator Curris. It has been my experience as I visited various parts
of our State that T find high praise ng the small community on the part
of the industry that’s located there, and particularly the personnel
who come in and become a part of the community.,

1 See p. 90.
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Has that been {rour experience, too?

Mr. MonRroE. Yes, it has, sir,

Senator Curris, What has the State done, statewide and regionally,
to_increase vocational and technical training in recent yearst

Mr. Monroe. There have been several new area vocational schools
opened in the last 2 or 8 years in the State of Nebraska.

In addition to that, the legislature has made additional funds avail-
able for training in State vocational schools, We have a good system
now, and this has been of very valuable assistance to the existing in-
dustry we have,

Senator Curtis. I am quite familiar with the schools, and I am very
familiar with one in particular, Central Nebraska Tech. They invited
me to address their first commencement,

They have a 2-year technical school. It is aceredited in the manner
junior colleges are accredited. It is supported by the 18 or 19 counties
that embrace the regional distriet.

I was impressed at the commencement; they graduated five or six
dental technicians, a number of diesel engine mechanics, and just all
manner of skills were represented there in the training, in the students
who had finished the traininpi; ‘

The thing that struck me about. it very much was that every grad-
uate was offered several jobs, and with the exception of those who had
to report for military service, all but two took a job in the 18 or 19
county areas that made up the regional voeational district.

Is that somewhat the general pattern of development ¢

Mr, Moxror. Yes. We see our industry lining up at the end of the
sc}um{ term waiting for the student, like the student lines up to start
sCnool,

The thing we need is to increase the availability of training in the
Stateand our rural areas.

Senator Curris. T was further informed that many of the employers
contacted the school a year or two in advance and gave information of
their anticipated neceds for employees of certain skills, And in some
instances the employer was called into the school to help set up, or at
least advise on, the courses to he offered, so that you were training
not. for jobs that had become obsolete or that didn’t exist at all but
for tha job opportunities of today and those of next year and the
vear after,

Mr. Moxror. T think this has had a real impact on our area. T think,
in addition to that, the one section of Senate bill 15 which provides
for funds for on-the-job training would certainly supplement and
complement the ongoing programs, so that a person could be trained
even though right today the job isn’t there, but he could be trained
in a skill and then he becomes very much in demand. ,

Senator Cvrris, Yes. Now, the principal thrust of this bill—and I
helieve of the general remedy that you propose for rural America—is
gotting the industries to locate in rural Ameriea, is that right?

Mr. Moxgror, Right,

Senator Curris. And in your opinion that calls for some action by
the Federal Government in the way of tax incentives?

M. Moxror. T think it's a step in the right direction. And maybe
it's an interim thing. to do it for a few years. T think after we see more
industry going into rural America, we are going to see n very favorable
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trend stnrtin%, because, as I mentioned in my testimony, a lot of
industry just hasn't discovered the advantages of rural America. And
when I mentioned what the experience has been of companies that do
locate in our smaller communities and continue to expand, I think
wo will see a lot more of this.

Senator Curris. Yes. And don't you also believae that rural com-
munities and State departments of development and other agencies
can perhaps improve the job that they have been doing in promoting
the coming in of industry?

Mr. Mo~RroE. Yes,

Locating Plants

Senator Cortis. Some years ago, I was told of the great number of
committees, departments, chambers of commerce, State agencies, local
Eovernmcnts, and so on, that depended upon the executives of the

usiness firm if the word got out they were about to build a new plant
some place, and the great number of people depending upon a par-
ticular management frightened them, It took tremendous time to inter-
view them. And it took a lot of time to sort out ¢he wheat from the
chaff, because, while most of these proposals were well founded, they
could offer everything that they contended, there were always a few
that probably couldn’t do that.

And as a result I think we've gone through a period of time where
business executives have failed to let it be known they're about to build
a new facility in order to avoid pressure from so many different sources
from so many localities. And perhaps a vast majority are well founded
and know what they are talking about, and maybe a few of them do
noth?ut? that’s created quite a problem. Do you have any suggestions
on that

Mr. Moxrok. I really don’t have the answer to that. I know that if
an industry were to announce publicly that they were going to build
a new plant, every one of us would try to get in touch with them, This
is our job. But I think industry has become much more sophisticated
in their search for industrial sites in a more professional manner as
well as have the industrial developers at the State and local level
hecome more sophisticated professionally in responding to the requests
and inquiries of industry.

We have found that industry looks to a State as a central source for
information on all communities, and this has eliminated every com-
munity getting into the nct. We can help the industry pretty well
sereen the communities and find those that fit their requirements.

Senator Curtis. Yes. .

Mr. Moxror. So it's working out, Senator.

Senator Curtis. And that was perhaps one of the reasons why you
suggested that any program undertaken under this bill should be
channeled through the State departments? .

Programs Under the Bill Should Be Channeled Through the States

Mr. Moxror. Right. We feel that the State agencies have the most
up-to-date and most accurate information available to pass on to
industry, because we are in constant contact with the communities.
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Senator Curris. And they act with the responsibility of a public

Odf' ¢
Mr. MoNgroE. Yes,sir.
. Senator Curris. I think that’s true. And they have a certain stabil-
ity about it, and probably a newly formed committee couldn’t assem-
ble the information and couldn’t treat the potential job provider with
candid and full information.

Mr. Monrok. This is right, because the data, and so on, changes on
o day-to-day basis. One community may have an industrial facility
available today that we know about and tomorrow it’s not available.
If we had some central oftice here in Washington I don’t know that it
gould feed that information rapidly enough for them to be really up to

ate.
Industrial Development Bonds

Senator Curris. Did the industrial development bonds before the
recent abolition of them, later an extension under & very limited way
did the industrial development hond idea help in Nebraska’'s problemi

Mr. Moxroe. Very much so, Nebraska started issuing industrial
development bonds m 1962, and our growth period is between 1962
and 1967 as far as the new industrial jobs are concerned. It has been
the source of financing for our smaller communities that really hasn’t
been available,

Senator Curris. You have been in touch with your colleagues who
hold similar positions in many of the rural States about industrial
bonds, have you not ¢

Mr. Monror. Yes, sir,

Senator Curtis. Has it been your observation and have you learned
from themn that the same is true in the other States, that it was a very
workabhle, potent tool for improving job opportunities and life in
rural America?

Mr. Monror. In visiting with them and the response I get, it has
been one of the most important tools we have had for industrial de-
velopment, not only for getting companies in but expansion of exist-
ing imdustry. .

Senator Curris. Has it been your observation that it has been used
as a tool of pirating industry from one State to another? And by
“pirating” I mean in a wrongful way inducing them to—-—

Mvr. Moxror. Possibly in the very beginning there was some, but I
would say in the last 10 years I am not aware of any of this pirating

Sena);or Cormis. Have we had any failures in Nebraska?

Mr. Moxroe. We had o company that closed down, but another
firm bought the company.

Senator Currtis. 1 see.

Mr. Moxrok. That has been the only defanlt.

Senator Curtiz. You have had an excellent record——

Mr. Monror. Kxcellent.

Senator Curris. In that regard. . .

Now, what happens when a local governing body issues revenue
bonds is that it results in the issnance of bonds which are not taxable,
and therefore lowers tho cost to the incoming industry, isn't that
correct.?
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Mr, Moxror. That’s right.

Senator Curtis. Now, if the incoming industry comes in and they
}my less by reason of the fact that the bonds were taxfree, if they pay

ess in rental or amortization, or whatever it is, they have a lesser
deduction for tax purposes for interest paid, isn't that correct?

Mr, Moxroke. This is right.

Senator Curris. It increases, then, their taxable income.

Mr. MoxroE. This isright.

Senator Curtis. Quite frankly, I think that the Congress should
have a study made of the effect on revenue of the industrial bonds as
they operated before the Ribicoff amendment which upset them, It
may well be that the figures used by both sides in this debate have not
been quite complete. And I am referring not to distant and remote and
indirect revenue, but in the direct revenue that derives from such a
program,

Do you feel that that could well be looked into?

Mvr. Moxrok. I think it should be looked into because this has been
a big question always, Senator, of what has this cost Treasury—have
the new jobs that have been created overcome this, which we feel have
to a Jarge percentage.

Yes, I think this needs to be looked into very much in depth, and
5 would be very pleased to work with any government group in

oing it.

Se%mtor Curtis. Yes. It’s needless to cry about spilled milk, but I
think it was most unfortunate, the Ribicoff amendment that was
adopted when it was without ‘any committee hearings, and that it
had the active support of the Treasury at that time as well as the
active support of certain labor leaders, because I seriously question
the accuracy—not their motives but the accuracy of the conclusions
they were drawing about the work of the program.

S‘;nutor Harris (presiding). Thank you very much, .

Thank you very much for your presence here and your testimony.

Mr. Mo~roe. Thank you.

(Appendixes to Mr. Monroe’s statement follow :)

Amﬁ:xmx A
TOTAL EXPECTED LIFETIME INCOME LOST OUE TO OUT-MIGRATION
[For State of Nebraska)

1960-65 1965-75
Age group Male Female Male Female
, 000 28.834000 $21,238,000 , 881, 000
000 6,447,000 64,428,000 875, 000
,000 49,481,000 119,784,000 38,810,000
,000 12,317,000 29,700,000 9,623,000
, 000 181,000 465,000 151, 000
Annualtotal.. .. oo oiiiiiiiiiiaiiiiaianean 300,218,000 97,270,000 235,615,000 76, 340, 000

Total, all fabor force participants...... 2.20 121210000 397,488,009 311,955,000

_Source: US. Department of Commerce, Bureau of the Census, Technical Paper No. 16, Present Value of Estimated
Lifetime Earnings.
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ArPENDIX B =
ESTIMATED ANNUAL OUT-MIGRATION OF THE LABOR FORCE

95 63 4 50
23 19 236 156
£30 397 651 3l
104 3 308
ns 45 93 3%

2,046 1,098 1,604 81

APPENDIX O
AVERAGE ANNUAL NET OUT-MIGRATION

1464 1,587 1,14 1,241
n 403 293 7
936 617 33

% 853 614 665
37 m U6 3N
3,9 4,252 3,076 3,331

Source: U.S. Deparlment of Commerce, Bureau of the Census, Current Population Reports: Population Estimates
Seres P28, NorsTe Gee™s faggommetce, Bureau of the Census, Current Population Reorts: Pop

APPENDIX D

ProrosAL FOR NEw EMPHASIS ON RURBAL INDUSTRIALIZATION AND NEW GROWTH
CENTER DEVELOPMENT

Many Federal and State programs are already focusing on the problems of
rural America and as a result rural America is becoming more attractive to in-
vestors. But the major problem is getting American business and industry to
recognize the advantages which rural America has to offer and also in establish-
ing national policy and incentive programs which will make it even more bene-
ticial to private industry to invest in rural coinmunities.

I respectfully request that the Senate Finance commlttee consider the
following suggestions for additional legislative action “concerning rural job
development.

A. Industrial development corporations (reglonal, county or community-
based organized under the laws of the respective State) should be eligible for
the following assistance: . - -

1. Low-interest, long-term loans for Industrial site acquisition and develop-
ment including utilities and grading. The development corporation would have
two years before any repayment on either interest or principal. Rural communi-
ties find it difficult and in many cases virtually impossible to raise adequate
funds to purchase satisfactory {ndustrial sites and develop the sites to the ex-
tent which industry expects.

2, Low-interest, long-term loans for building industrial buildings including
shell buildings. The development corporation would have 2 years before any re-
payment of either interest or principal providing the butlding was not leased or
sold in the 2-year perlod. The availability of prepared sites and industrial
buildings will definitely appeal to expanding industry and also correct a de-
ficlency which exists in many rural communities,

B. Management, marketing and tcchnical assistance.—There is a dire need
for the State technlcal services program in the office of State technical assistance
in the U.8. Department of Commerce and the technical assistance program
offered by the Small Business Administration to be merged. It is my proposal
that these services be administered by the office of State technical services in
the U.S. Department of Comnierce and carried out through the State agency
designated to administer the State techinleal services program under the State
technical services act of 1985, At the present time effort Is splintered and our
small industries needing techniecal assistance are being confused by the seeming-
Iy duplication of programs. The State Technical Assistance Act of 1065 should
be amended to include marketing and management assistance programs. Small
industries in rural America need this type of assistance, .

C. Financing.—In addition to continning financial programs of the Small
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Business Administration and the Economic Development Administration, it is
imperative that rural countles and municipalities have the authority to issue
fndustrial development revenue bonds for financing new and expanding industry
(currently have the authority but industrlal development bond law needs cor-
rective leglislation by Congress).

The current industrial development revenue bond law Is too restrictive and
virtually unworkable. Section 103(c) (6) (D) (i1) of the Internal Revenue Code
of 1054, relating to the calculation of a §5 million limit in certain cases of in-
dustrlal development bond issues should be amended by deleting the words "dur-
ing the G-year period beginning 3 years before the date of such issue and ending
3 years after such date” and substituting therefore the words “‘during the 5-
year period bafore the date of such issue.”

Senator Harris. I now call Mr. Jim Rice, Oklahoma Aerotronics
at Hartshorne, Okla. . .

And I would like to suggest, if the witnesses are agreeable, rather
than having to come back this afternoon, the possibility that we might
proceed now with the balance of today’s witnesses, if they are in the
room and agreeable, and I think we could do it by perhaps filing the
statements and by making brief summaries as that was the wish of
the committce chairman.

Is Mr. Scott here from the Grange?

Heisnot here. L ‘

Dr. Smith from Kansas University? Would that be agreeable to
you? .

Dr.S»atH. Yes,sir, .

Senator Harnris. All right. Mr. Redden I know is here from Pryor,
and I assume that would be all right with you, Gene.

Mr. ReppeN. Yes, sir, ..

Senator Harris. ,Wl]lu.m! Hackett, Louisiana. Is he here?

And what about Mr, William May from Wichita, Kans.

Yes, sir. Would that be agreeable to you, Mr. May ?

Mr. May. That would be fine. . ) )

Senator Harris, All right. And then the committee staff might see if
there is o possibility of finding those other witnesses.

Mr. Rice, we are very pleased to have you here, and I personally
know, of course, about the wonderful job you have done in regard
to rural job development and the development of opportunity in the
small communities of Hartshorne and Haileyville, Okla. And so we
are very pleased that you have taken time to come here and present
your testimony. We would be glad to hear from you at this time.

STATEMENT OF JIM RICE, PRESIDENT, OKLAHOMA AEROTRONICS,
INC., HARTSHORNE, OKLA.

Mr. Rice. Thank you, Senator Harris. ‘

I brought some information with me including some backup which
I would like to have included in the record, if I may.

Senator Hawruis, Without objection, we will place in the record this
excellent brochure nlong with your testimony involving the concept
proposal for a demonstration project in rural community development
and expansion.'

T think that's very worthwhile,

M. Rice. We have Fot some folks who are working to the wee small
hours of the morning, believe me, sir.

1 8ee p. 93.
30-015 0—69——17
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Senate bill 15, the Rural Job Development Act, I think is rather
important to note that this is not just a means of assisting or helping
rural areas as distinet from urban areas; rather, it is one ient of an
integrated attack on a general problem, a problem of nationwide im-
portance, that problem being that while the United States is the most
prosperous nation on earth, yet we have millions.of people in both
suburban and rural areas wlo are poverty stricken. Now, the vast
majority of these people do not lack motivation toward se!f’-lmprove-
ment; rather, they don’t have, or they can’t see the opportunity for such
solf-improvement. Sometimes I think that there is a tendency to over-
categorize people and to point out differences rather than points of
similarity, points of oneness,” ) . ..

For example, I believe one of the basic and inherent characteristics
* of & human inq is the desire for an opJ)ortunity to express himself,

to move ghead. It’s indicated first in his drive to support himself, sup-
port his family. You go beyond that. Then it is shown in his moving
away from this into contributions to the community generaléye.

The gentlemen who are the members of this committee, the Senators,
doubtless every one of those left opportunity for erloyment in private
industry or in professions where they could certainly make more money
and make it easier than they are doing now serving their country as
Members of this Senate, and certainly they would have a lot less criti-
cism and a lot fewer problems and frustrations and head aches. The
did this because they were searching for an opportunity again for self-
expression, And it is precisely this same drive which brought the
Senator into the Senate which is bringing the man from a rural area
into an urban area. YWhether this direct goal is to get a higher welfare
check or whether it is to get a better job, it’s still the same basic drive.
And sometimes we tend to forget this. . i

But jt's precisely the search for adequate opportunity which has
triggered off the vast and continuing migration from rural to urban
areas, and this, in turn, is creating problems in both areas, problems
that are becoming daify more dangerous, more complex, and more
difficult to resolve.

I would like to describe briefly, if I may, one particular rural area
and what we are doing to resolve this problem and the assistance which
1 feel Senate bill 15 will provide toward it. ) .

The adjoining towns of Haileyville and Hartshorne in Oklahoma—if
you gentlemen will look on the first page of that little brochure that
we put out, I think you will see a picture of the area. It’s in Pittsburg
County in southeastern Oklahoma. At one time it was the center of a

rosperous mining area. These mines have long since been shut down.

he population dropped from 5,600 in 1920 to 2,700 in 1064. .

At that time, over a fourth qf our population was over 55 years of
age, and approximately two-thirds of our population over 25 were not
hi h school graduates.,The commum{y had no industry. Its commer-
cial buildings were standing empty. They were deteriorating, Almost
no homes were being built. Welfare payments had become pretty much
a way of life for a lan ‘segment of the community. .

Now, in 1964 we founded a new industry, Oklahoma Aerotronics,
Local businessmen, local people going up and down the street raised
$13,000 toward the cost of remodeling a building which was then
standing vacant. And this was provided initially to the new company
on a no-rent basis,
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In the next 4 years, Oklahoma Aerotronics has expanded from its
initial 7,000 square feet to 33,000 square feet, It has taken on three
additional vacant buildings. Ag'ain, these buildings don't look very
nice on the outside. You will see on the front there these are buildings
that were deteriorating. And we haven’t spent a dollar uselessly or
needlgssl{ in renovating the outside. Asa matter of fact, we didn’t even
take off the “Rigazzi Drug Store” sign on one, And we still have somo
})eop]e coming 1n occasionally looking for aspirins. Believe me, we
\ave them. .

However, inside these buildings we have now better than a half mil-
lion dollars invested in equipment. We have without question one of the
most complete and most modern facilities of its kind in the entire
Southwest, We are employing over 200 people. We have a p:gmll' of
about a million and a quarter dollars & year. And we are shipping
hardware plus paper work, we are shipping approximately $3 million
f year, .

Now, this has been accomplished strictly with local eguity ﬁnanculx_E
because theréSvasn’t any other available, If we had had more to wo.
with, we could have dong.morer W5 tmvehigd assistance from the Okla-
home Industrial Ejndfice Authority, from~th¢ Small Business Ad-
ini pdiad an initial $19,600 loan fronithe Area Reconstruc-
tion Administration. Subsequently, we had a $78,000 loan fyrom the
Economic Dévelopment Administration, And we havé\had $350,000 of
loans frony banks, working tapital 12:.ns"which are 90\percent guar-

\ :

n able to do"what has been done without

this Ance er, that monthly payment .
of bot} principal and inte his as been inet and is
being met on time, And i gh orythe working caplital loans
wherg there a rio{l on both
princ retty ash whic

18 needed to coptinue epanding./ We le to acegmplish a

mmunity. :
) ulation has increa 2,700 to $,500. Bank
. deposits\in the two little- fowns\ have lincrease{l from $2,300,000 to
$3,250,000, There is a fainor building bodm ixrresidential construction.
The commelxial area is com

life. - :
Again, we ¢Quld have done more faster if we had X{ad more to work

; multiglicity of them.
BoWag 3al-fr Opele&l% ohso-
lete. We lack adequate water distribution, sewer systems. This is
critical. We need more fire protection. We need police protection, We
need more paved streets, more housing, more schools. We need.a com- -
munity library. We need all kinds of community facilities.
But most important of all, we have got to have industry with ex-

‘)apdmg payrolls and an expanding tax base to support these things.
Vithout this, none of the rest is feasible. A single industry providing
the only major payroll in the community, it's not a healthy situation.
We need growth in Oklahoma Aerotronics, yes, but we also need addi-
tional industry. T S

s
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A question has been broufht. up a number of times as to what’s the
dollar pay-back on thiese things. I.et me point out that the money
which has been borrowed from the Government and with Government
assistance has been and is being paid—every nickel of it—with interest.
The taxes which have been genemted in our area have already far
more than paid back to the Federal Government as well as State and
local governments, far more than paid back what has been invested in
our area, And the Government will still get its money back.

Now, I have attached to this writenp the concepts proposal which
outlines the steps which our community intends to take by which we
are going to provide a minimum of 6,000 industrial jobs in Haileyville
and Hartshorne. We are going to increase our population from the
present 3,500 to 35,000, Ang we are doing this with the specific objective
of assuring that the quality of the living environment of our com-
munity is enhanced with ench forward step. We are stretching all the
way througzl that industry, profitable industry, which, since it is profit-
able, will be paying fair and living wages, 1s essential and practical
base for everything else.

And I think it is to this particular point, the fostering of profitable
industry in rural areas, that S. 15 is specifically directed. Remember
that all of the vast depreciations and all of the various benefits which
S. 15 provides, they are provided against taxes, and you can't have
taxes unless you have profits. So that in the long run S. 15 provides
benefits only for those industries which in tha long run are capable
of generating profits, and therefore are capable of paying and will pay
living wages.

In other words, S. 15 is encouraging potentially viable industry.
It is not subsidizing marginal ogemtlons which can only pay marginal
wages and which must inevitably go out of existence as soon as the
Government aid is withdrawn.

The rural community of Haileyville-Hartshorne considers itself as
a demonstration or as a pilot project which will lead the way in a
practical and down-to-earth program for reversing this rural to urban
migration.

is is neither the time nor the place to go into the details of our
coneeit: proposal. I hope that every member of the committee will
read this, will look it over. And I would love to have an opportunity to
talk to a few folks individually as to the proﬁmm that we are trying
to do, the methods that we are taking to reach our ultimate objective.

I tfnn_k that when you look over our plans and our concept it will
become increasingly apparent the reasons why we consider S. 15 to be
of utmost importance in achieving this goal. For this reason, I respect-
fully urge favorable consideration and, in particular, some action at
the earliest possible date.

Senator Harris. Jim, I certainly appreciate personally your ap-
pearance here. I think your statement in the record of these hearings
will be very helpful to us. And I think the fact that you are here in
person to present the statement adds a great deal of weight to it, as
others view the record of this hearing.

Because there are others who want to be heard here; I won't g0 into
any discussion with you about your testimony, but I think it’s very
responsive, rl'ﬁl:t tothe point, and I really appreciate it.

Mr. Rice. Thank you, sir.

(Mr. Rice’s prepared statement follows:)
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Presentation to the United States Senate Commitiee on Finance

the Development
and Exponsion

of Industry

and Job Opportunity
in Rural Areas

Presentation by

Jim Rice, President, .
Oklahoma Aerotronics, Inc.
May 21, 1969
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The Community of Hatleyville-Hartshorne

Oklahoma Aerotronics Main Plant & Electronics Division

Chemographics Division Machine Division
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Blectronics Assembdly

Oklahoma Aerotronics, Ine.
and spent minimum dollars
of the most modern and
the entive Southoess,

has utitized existing bulldings
on exteriors. Buf inside is one
complete facilities of its kind in
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Mr. Chairman and Honorable Members of the Comsnittee:

Senate Bill S-15 s entitled the *Rural Job Development Act.' In essence it provides
tax credit as an incentive for induitrial and job development in rural areas, The de-
clared purpose of the act is three-fold:

1. To increase the effective use of uman and natural resources of rural America,

2. To slow the migration from rural areas due of lack of economlic opportunity.

3. 'Nmr::m population pressures in urban centers resulting from swch forced
m on,

R is important {0 emphasize that this act does not propose simply to assist rural
as distinct from urban areas; rather, it represents one essential segment of an overall
integrated attack upon this specific nation-wide problem: That, while the United States
is the most prosperous nation on. earth, yet we have millions of people, in both urben
and rural areas, who are poverty stricken. The vast majority of these pecple do mot
lack motivation toward self-improvement, but they do not have-or cannot percetve-
adequate opportunity, It is precisely this search for adequate opportunity which triggers
the vast and continuing migration from rural to urban areas-this, ia turn, creating prob-
mstnbodlmu which are daily becoming more dangerous, more complex, and more

cult to resolve,

May 1 briefly describe one particular rural area, our program for resolving this
problem, and the assistance which SB-15 will provide toward this effort.

The adjoining towns of Haileyville and Hartshorne form a single commwmity in
Pittsburg County in Southeastern Oklahoma. Haileyville-Hartshorne was once the center
of a prosperous coal mining ares, but these mines have long since shut down, The popu-
lation dropped from 5,500 in 1920 02,700 in 1964, at which time over 25% of the populstion
was over 55 years of age, and 67% of the people over 23 years of age had not completed
highschool. The community had no Industry, its commercial bulldings were deteriorating,
with many standing empty, almost no homes were being built, and welfare payments were
a way of life for a large segment of the community.

In late 1964, the community founded a new industry, Oklahoma Aerotronics. It
raised $13,000 in local money toward part of the cost o remodeling a building which
was then vacant, and provided this initially to the new company on a no-rent basis, Since
that time, Oklahoma Aerotronics has expanded into three additional vacant buildings,
glving it a total floor space of 33,000 sq. ft. It has invested over $500,000 in equipment
and now employs 200 people with a payroll of $1,250,000 per year, It manufactures and
sells approximately $3,000,000 per year of highly sophisticated telemetry and communi.
cations equipment. This has been accomplished with strictly local equity financing-no
other was avallable-together with assistance from the Oklahoma Industrial Finance
Authority and the Small Business Administration, an iaitial $19,500 loan from the Area
Reconstruction Assoclation, a subsequent $78,000 loan from the Economic Development
Administration, and an Economic Development Administration 90% guarantee of $350,000
in bank loans for working capital, Every monthly payment of both principal and interest
on these loans has been met on time,

From 1984 to the present, the population of Halleyville-Hartshorne has increased
from 2,700 to 3,500, bank deposits have increased from $2,200,000 to $3,250,000, there
is a minor “building boom” in residential construction, and the commercial area of the
community is coming to life.

Obviously, we are facing a multiplicity of problems: Our water supply and sewage
disposal facitities are obsolete, our lack of adequate water distribution and sewer system
is critical, we nced more police protection, more fire protection, more paved streets,
more housing, more schools, a community library, and other cammunity facllities. Most
important of all, we must have more industry, with expanding industrial payroils and
an expanding tax base, without which none of the above Is feasible. A single industry
providing the only major payroll in the community is not a healthy situation. We need
growth of this industry, and we must also have additional industry.
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Attached herewith (s a “Concept Proposal’ which outlines the steps by which we
intend 10 rescive these problems, to provide a minimum of 8,000 industrial jobs in
Haileyville-Hartshorne, and to increase the population from the present 3,500 to
-mamummu.wmcmundummun«mw of the living
onvironment of owr commmity Is enhanced with each forward step, Throughout this
proposal R is stressed that industry operating at a fair profit, hence paying fair and
living wages, is the essemtial practical base for all els¢. R is to this point-the fostering
of PROFITABLE industry in rurs) sreas-that 8- llhsucﬂlullydlrems-upmuu
mmhumamwmmnm those industries which,

are capsble of mhamlm&owdmmwuchuxu
are based. In other words, it encourages potentially viable industry-it does not support
which can only pay marginal wages, and must go out of existence as

S00R &8 Covernement aid is withdrawn,

T™™e &
or *pllot” project, leading the way in a practical and down-10- earth program for revers-
lng the rersl %o wrben migration. Since we consider 5-15 0 be of the utmost importance
schioving this goal, we respoctiully urge your favorabie consideration and acceptance

;r
]
£
¥
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Concept Proposal

Demonstration Project in Rural Community
Development and Expansion

Submitted By
The Joint Planning Commission

of
Haileyville and Hartshorme, Oklahoma

Technical Assistance By
The Oklahoma Economic Development Foundation, Inc.

Norman, Oklahoma

April, 1969
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“We are beginning to see that what we call the Urban Problem has its roots in cir
Rural Areas.'

“What the American people really want and will work for, they can have, We are not
the helpless objects of blind economic forces; weare capable of shaping our own future,”

«“The future vitality of our small towns and rura) areas depends largely on sound plan-
ning, .. . . . - /This 13 an essential first step to deversify and to strengthen the economic
base of our rural areas."”

RICHARD M. NIXON
NATIONAL MAGAZINE OF RURAL
AMERICA, Jan./Feb, 1969, p. 5
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Demonstration Purpose:

The purpose of this experimental program is to prove that Americans will migrate
to rural communities, building there an optimum enviroment for living and raising fami-
lies, if private and public sector opportunities are made available: 1, For people to es-
tablish industry which will generate profits and provide jobs; 2. For people to
train themselves for these jobs; 3. For people to build and develop their Industry, their
homes and their community in accordance with their own aspirations, needs and capabl-
lities,

Demonstration Goal:

To increase the population of an existing rural community from 3,500 persons to 35,000
persons in seven years from the outset of the experiment.

Demonstration Philosophy:

The philosophy of the project rests inthe firm belief that it is a basic and inherent charac-
teristic of human beings to create, to build and to develop that which to them seems valu-
able and worthwhile, to themselves in the firstinstance and to their community in the se-
cond: The validity of this proposition holds, whether the people are black, yellow, red or
white, and whether they are industrialists, scientists, professionals, common laborers, or
hard core unemployed. People require, andincreasingly today are dermanding, the oppor-
tunity for self-expression. Ifopportunities areavailable, people will motivate themselves;
they will not willingly accept nor tolerate directionand interference in their private lives
and activities beyond that which is necessary to prohibit anti-social conduct and anarchy.

From economic, technological and soclological considerations, it is most desirable
and feasible to develop these opportunities in presently existing rural communities: In
the rural community we have adequate space-clean earth, clean water and clean afr-not
spoiled by haphazard and unplanned industrial growth and concentration of population
which would require the investment of excessive (and frequently unavailable) time
and capital resources to correct. The out-migrationof people from conjested urban areas
to existing rural communities will substantially diminishthe present «big city" problems,
The intermingling and melding of urban and rurat attitudes and value standards will assure
the continuing cultural evolution which is the American tradition.

The philosophy includes the notion that the desired levels of growth can only
be achieved in the community if a meaningful planning and control system is established
to enable both private and public facilities to be expanded in a compatibie manner.
Detafled planning is required to define the sub-goals of the demonstration. Controls over
growth are necessary to ascertain how closely the plan is being met and what changes In
the original plan are indicated by the execution of the plan.

The project originators assume that their community can be planned as a fully inte-
grated social and economic sub-system without unmanageable complication. Opportuni-
ties will beavailablefor all persons thathave a willingness to improve themselves through
the traditional mechanism of work and self-improvement. Training is an essential part of
ws philosophy and an adequate system for training in management and in job skills must

provided,

The originators believe that highly sophisticated industry can be attracted to and can
develop in the demonstration community, and can operate at profit levels above normal
profits for similar operations in conjested urban areas,

Demonstration Community;
Halleyville-Hartshorne, Oklahoma
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Target Community Description:

The communities of Haileyvilie and Hartshorne are adjacent to one another in Pittsburg
County, Oklahoma, and border on the Pittsburg-Latimer County line. These counties are
in the Southeastern quadrant of the state, a part of the seven county Kiamichi Economic
Development District, and are designated as a depressed area,

By 1960 census, the population of Pittsburgand Latimer Counties was 42,098, 15,219
of this population (plus anadditional 2,200 inmatesof the Oklahoma State Penijtentiary) re-
sided in McAlester, the single urban community of the area. The present population of
Pittsburg and Latimer Countles is 10.6% non-white (primarily Negro and Indian), with
median school years completed of 8.6 years. Unemployment rate (including McAlester) is
6%, with rural unemployment in excess of 15%.

The communities of Haileyville-Hartshorne attained a maximum population of 5,547
in 1920, The economic baseatthattime was primarily coal mining. All mining activities
were discontinued during the 1950’s, and the community population declined to 2,700 In
1964, In late 1964 the community established a manufacturing industry, Oklahoma Aero-
tronics, Inc. This company, locally owned and managed and with extremely meager capi-
tal, has, with financial assistance from the Economic Development Administration and the
Oklahoma Industrial Finance Authority, been developed toa present employment of 200 with
an annual payroll of approximately $1,250,000., Concurrent with this industrial develop-
ment, the population of Halleyville-Hartshorne has increased to 3,500, and the general
economy of the community reflects a sharply upwardtrend. The leadership and populaiion
3(; the community feel that their success with Oklahoma Aerotronics, Inc, demonstrates

t:

1. A firm in an extremely sophisticated and especially competitive industry (the de-
sign, development and manufacture of communications and telemetry equipment)
can operate profitably in a rural community.

2. Trained managerial, engineering and other professional talent will migrate to the
rural community {f provided adequate opportunity,

3. The labor force in sucha rural community is highly trainable for such skilled work.

4. No incentive needs to be given this workforce other than the provision of jobs and
m&cnlomormty These people desire wund seek out work, and are far above

mdlnmm.mrnmwmmﬂdnxmnummmmmumn
of economic activity.

Demonstration Scope and Timetable:

The scope of this demonstration is exceptionallybroad in that it invoives a comprehensive
plan for economic and social development, the execution of the plan, and a systems
approach to both planning and follow-up to provide control and balance of this growth in
each sector of the economy.

A systems model will be developed that describes the present soclal and economic fea-
tures in the context of present geography; that develops business and private sector needs
over time to achieve alternative goals, and describes the system in relation t0 probadle
future under decision manipulation. One unique feature of this systems approach is its
emphasis on outputs or goals (Inthis case, a population of 35,000 people with a firm econo-
mic base of 6,000 jobs) and the comparison, at all stages of planning and development, of
what is happening to what will in all probabllity happen; thus making it possible for decision
makers to evaluate alternatives in providing for needs both public and private. The model
provides points of comparison, permitting the decision makers to determine community
posture In terms of the forecast and of actual economic base, and to determine with pre-
cision what public sector expenditures are essential to development.

This approach has been developed over athreeyear period by Professor George Reld
of the Civil Engineering School of the University of Oklahoma, Field tests of the model in-
dicate a high level of precisionandaccuracy in forecasting the needs of public and private
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sector investment. The model manipulation permits experimentationand evaluation of al-
gm«ﬁm in advance of docisions, thus permitting community growth by design rather than
reaction.

The program hera envisioned-the initial planning, consistant follow-upand replanning
th -ugh all phases of plan implementation, together withadequate interim and final pro-
gram ard evalustion reports-requires the services ofa highly competent organization with
adequaty professional taleat and experiences in this fleld.

The basic time frame for the demonstration is as follows:,

April 1, 1969 - September 1, 1970-Comprebhensive Planning Program.
Wentification of required public and private facilities to obtaln goal within time
frame, Establishment of social-economis model for use in planning and re-
planning the growth of the community,

Identification of sub-goals in the public and private sectors. Detailed planning
of industrial parks, residential sections, retall and wholesale sectors, and all
public facilities. Preparation of the master growth schedule.

April 1, 1989 - April 1, 1976-Implementation Phase

Construction of all physical facilities. mnﬂmm«eﬂmm
entire period for comprebensive planning: It is an essential feature of this con-
cept that all growth must be bas»: upon a solid foundation of industrial develop-
ment and industrial payrolls. lunce, thebeginningof this industrial development
must be placed at the earliest point consistent with adequate planning, and con-
tinued industrial development must be carefully time-phased with respect (o
implementation of the balance of the program,

Conclusion:

It is recognized that this project, standing alone, can have only a minor effect in re-
versing the present rural t0 urban migration, with the consequent problems entailed by
over concentration of population in urban areas, However, as the feasibility of this ap-
proech is demonstrated, the same or similar technique can be applied in many thousands
of other rural communities throughout the United States, and it is believed that this wilt
reverse the rural to urban migration while providing the opportunity for people every-
where to improve the quality of their enviromunent and their lives,
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Senator Harris. Dr. Floyd W. Smith, Director of Agriculture Ex-
periment Station, Kansas State University, Manhattan, Kans,

Dr. Smith, we are very pleased that you are here. Do you have a
prepared statement ¢

r. Sanitit. Yes, sir,

Senator Harris, All right, Without objection, that will be placed
in the record, and then if you would like to make some summary of it,
I would appreciate it.

STATEMENT OF DR. FLOYD W. SMITH, DIRECTOR, AGRICULTURE
EXPERIMENT STATION, KANSAS STATE UNIVERSITY, MANHAT-
TAN, KANS.

Dr. Satirir. Senator Harris, I will present a short summary of my

pripared statement. .

irst, I would want to emphasize that there is a need for stimulation
of new investment in rural areas. And the increasing concentration
of l)opulation of large metroFolitan areas is creating a situation for
both rural and large metropolitan areas that is becoming increasingly
costly to the public.

Mayor Davis of Kansas City, Mo., has stated, and I quote, “A city
can get too big simply because the cost of providing services increases
all out of proportion to the total population growth, This becomes
perfectli'(c ear when put on a per caf)ita basis which is about $120 a
year in Kansas City. In a city twice this size the per capita cost would
rise to more than $200 a person.”

Conversely, in many instances the loss of population to the towns of
rural America is followed by increasing per capita costs to those who
remain, as schools stand half filled, and as taxable resources stagnate.
Many of the 620 towns and cities in Kansas with populations below
50,000, want and need more people. But jobs must be provided if
they are to come.,

The alternative to the population migration to the metropolitan

areas is to provide an opportunity for more people to obtain gainful
employment in the rural areas. And this employment can consist of full
time for residents in a community or part time to supplement income
from small farms.
. Secondly, T would want to point out. that the tax and depreciation
incentives provided in S, 15 would be effective in encouraging business
to expand in small-town America. The proposed 14-percent credit. on
personal prorerty, including machinery and other equipment, used in
an industrial or commercial enterprise and a 7-percent. tax credit on
real property, should provide a powerful incentive for industrinl firms
to expand operations in rural aveas.

The tax incentive of 17 percent. on personal property and 10 percent
on real property in the more rural areas with a popufation density of
less than 25 per square mile is a recognition of the greater incentive
needed to encourage investment in these areas,

The location of plants in rural communities could raise problems
of insufficient resources to expand such public facilities as streets,
water, sewers, schools, et cetera to accommodate the increased popula-
tion. The bill very wisely requires that. the proposed industrialization
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be consistent with local zoning ordinances and economic and physical
planning.

The incentives provided in S, 15 would encourage the formation or
expansion of small local enterprises,

In Kansas we have a considerable number of local people who have
launched small industries based upon local management, local ideas,
and local capital. Some of these are nmnufacturinF original products
not. previously on the market, a small and versatile front-end loader,
and n feed bunk cleaner for cattle feedlots are only two exuml)les, both
produced in small cities of 1,000 or 2,000 population. Firms like these
are hard pressed for cash to expand. S. 15 would help them to grow,
and would furnish the incentive for other local inventor-entrepreneurs
to emerge.

The short-term reduction in tax revenues resulting from the pro-
gram would probably be offset by taxes from growth of income and
reduced welfare costs within a reasonable period of time.

Part of the cost to the Treasury of the program would be offset by
taxes on increased personal incomes of the additional workers, part of
it by reduced welfare costs, and part by the eventual growth in taxable
business incomes. Since the initiative for taking action under the pro-
Eram is mainly with the business community, it should not entail

urdensome administrative costs. It must be recognized that some tax
credits would be given for business expansion that would take place
either in rural or metropolitan areas without the tax credit provided
under this bill, but the tax incentives of S. 15 should greatly increase
the rate of expansion of business in rural areas and the ensuing private
and social benefits would be greater than the short-term cost of the
program to the Treasury.

ank you, Senator Harris.
(Mr. Smith’s prepared statement follows:)

SUMMARY OF STATEMENT BY Froyp W. SMITH, ACTING VICE PRESIDENT FOR
AGRICULTURE, KANSAS STATE UNIVERSITY, MANHATTAN, KANS.

1. There is need to stimulate new investment in rural areas. The increasing
concentration of population in overcrowded urban centers is aggravating soclal
and financlal problems of the cities. At the same time small towns and rural
areas are faced with an eroding tax base and a loss of jobs.

2. The tax and depreciation incentives provided in S-15 would be effective in
encouraging business to expand in small-town America. Many local communities
in Kansas would be ready to supplement this powerful tax incentive with local
programs to improve the necessary local facllities.

3. The incentives provided in S-15 would encourage local entrepreneurs and
investors to create new ventures or expand existing small firms. These firms are
hard-pressed for cash to permit expansion.

4. The short term reduction in tax revenues resviting from the program would
probably be offset by taxes from growth of personal and corporate income and
from reduced welfare costs within a reasonable period. The soclal and private
meﬂts from the proposed legislation should be greatly in excess of costs to the

asury.
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STATEMENT BY FLoYD W. SMITH

There is need for stimulation of new investment in rural areas. The continuing
outmigration of the population in rural areas and the increasing population of
the large metropolitan areas Is creating a situation for both rural and large metro-
politan areas that Is becoming costly to the public. “A City can get too big simply
because the cost of providing services increases all out of proportion to the total
population growth,” reports Mayor Davis of Kansas City. *“This becomes perfectly
clear when put on a per capita basis which is about $120 a year in Kansas Clty;
In a city twice this size the per capita cost would rise to more than $200 a person.’

Conversely, in many instances the loss of population to the towns of rural
Amerlea is followed by increasing per capita costs to those who remain, as schools
stand half-filled, and as taxable resources stagnate. Many of the 620 towns and
citles in Kansas with populations below 50,000, want and need more people. But
Jobs must be provided if they are to come.

The alternative to the population migration to the metropolitan areas is to
provide an opportunity for more people to obtain gainful employnient in the rural
areas and this employment can consist of full time for residents in a community
or part time to supplement income from small farms.

Rural areas must expand job opportunities to absorb a larger share of the natu-
ral population growth and provide jobs for those who would prefer to move
from impacted city centers to less populated areas. The tax and depreclation
incentives provided in 8-15 would be effective in encouraging business to expand
in small-town America. The proposed 14 percent credit on personal property—
(machinery and other equipment) used in an industrial or commercial enterprise
and a 7 percent tax credit on real property— (land and buildings) should provide
a powerful incentive for industrial firms to expand operations in rural areas..
The rural job development areas to be designated by the Secretary of Agrlculture
by definition do not include any of the standard metropolitan areas. The inclusion
of the provision stating that a proposed enterprise must demonstrate that it has
not discontinued a comparable enterprise in any other area and not reduced the
employment in any other area would prevent the movement of plants from one
area to another simply to gain a tax benefit.

The tax fncentive of 17 percent on personal property and 10 percent on real
property in the more rural areas with a population density of less than 25 per
square mile is a recognition of the greater incentive needed to encourage invest-
ment in these areas.

The location of plants in rural communities could raise problems of insufficlent
resources to expand such public facilities as streets, water, sewers, schools, ete. to
accommodate the increased population. The Bill very wisely requires that the
proposed industrialization be consistent with local zoning ordinances and economic
and physical planning.

The incentives provided in S-15 would encourage the formation or expansion of
small local enterprises,

In Kansas we have a conslderable number of local people who have launched
small industries based upon local management, local ideas, and local capital. Some
of these are manufacturing original products not previously on the market, a
small and versatile front-end loader, and a feed bunk cleaner for cattle feedlots
are only two examples, both produced in smalt citles of one or two thousand
population. Firms like these are hard-pressed for cash to expand. S-16 would
help them to grow, and would furnish the incentive for other local fnventor-
entrepreneurs to emerge, The short term reduction in tax revenues resulting from
the program would probably be offset by taxes from growth of income and
reduced welfare costs within a reasonable pertod of time.

Part of the cost to the Treasury of the program would be offset by taxes on
Increased personal incomes of the additional workers, part of it by reduced
welfare costs, and part by the eventual growth In taxable business incomes, Since
the initiative for taking action under the program s mainly with the business
community, it should not entail burdensome administrative costs. It must be
recognized that some tax credits would be glven for business expansion that would
take place elther {n rural or metropolitan areas without the tax credit provided
under this bill, but the tax incentives of S~-15 should greatly increase the rate of
expansion of business in rural areas and the ensuing private and soclal benefits
would be greater than the short-term cost of the program to the Treasury.

30-015 0—69——8
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Erample of the effect of 8-15 on Qovernment tar revenuecs and (ncentives for
busincss expansion

1. Arsume a firm, with new resources, or expanded reaources ns follows:

T i mc e ——————— $40, 000
Bulldings o cmcecececec——————— 100, 000
—$140, 000
Equipmient and suppMes. oo e 600, 000
TOotAl FOROMICCS - e e ccceccmececcccccca——a——— G40, 000
2. Arsumed corporate fncotne from above assetS. o occoooccooo o neon 635, 000
3. Corporate income tax:
Firat $25,000 at 22 percent e oo oo cmccmcmee e 5, 60O
Income above $25,000 nt 418 Poreent o o v e o ae oo 19, 200
Surtax at 10 pereent or taN o oo oo e ceea 2,470
Total tAX ceo e mmmcccmc e e 27,170
4. Value of tax Incentives under the S-15 program:
Craodlit on personal property, 14 percent of $300,000- - oo 70, 000
Credlit on real property, 7 percent of 140,000 . . oo e o , 800

Totnl tax credits (which may be carrled back 3 or forward
10 YONIR) o e cccccccemeeccememamm—————————— 79, 800
0. Effect of taxes of accelerated depreciation. (Accelernted depreclation
hax the effect of reducing taxable income In early years and lucreas-
ing it in later years as depreciation allowances become used up.)

Assuming 30-year normal lite on bulldings, accelernted deprecintion of 24 nor-
mal life would have the effect of postponing some tax liability by an average of
nhout 25 years., For personal property, the postponement would be about 8 years
If normal life were taken at 10 years and accelerated life at 634 years,

Tax advantages of thix feature of the bLill canmot be calculated preclsely, stuee
in many Instances taxable income would be shifted into later years when corporate
neomes would e higher and therefore might be subject to n higher tax rate. A
young company with little or no net fncome but god future proxpects might not
want to aceelerate depreclation. However, the advantages of postponiug a tax
Habllity may be Judged by noting that at 0% tnterest, the present value of $1.00 to
be pnid 20 years from now Is §0.23, nnd the present value of $1.00 to be pald 8

years hence s $0.03.
0. A tax deductlon can be claimed equal to half of the wages pald to workers

who are recelving on the Job tralning from the enterprise.

Scenator Harris, Thank you, Dr. Smith. And I'say to you what I'said
to Mr. Rice, that the fact you eaved enough to come fnem personally and
present. your statement I think will add weight to it in the record of
this hearing,

Muv. Gene Redden, divector of the Mid-America Industrial District,
Pryor, Okla.

ne, you don’t have n prepared statement, do you?
Mu. ReopeNn. No, sir; I do not. .
Senator Harris. OK. Well, we will be pleased to hear from you.

STATEMENT OF GENE REDDEN, DIRECTOR, MID-AMERICA
INDUSTRIAL DISTRICT, PRYOR, OKLA,

Mr, RropeN. Senator, I feel that the problems of rural America
have been well established through the testimony of these gentlemen
today and through the research of the commiittee. 1 would prefer to
address my testimony to the problem of rural industrinlization,

It happens to be my privilege to be associnted with and be the di-
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rector of the Oklahoma Ordnance Works Authovity which is a public
trust and an ageney of the State of Oklahona.

Back in 1958, the Department. of Dofonse determined that the Okla-
homa Ordnance Works f)lunt. which was a smokeless powder manu-
facturing plant established in World War II, was surplus to the
requirements of the Government, In 1960, the Oklahoma Ordnance
Works Authority was formed, and we were ablo to purchase this prop-
erty consisting of 10,000 acres of real estato from the General Services
Administration at fair market value for eash of $1,700,000,

It was the purpose in acquiring this veal estate for us to restore the
rend estato to useful purposes. In so doing, we decontaminated the areas,
wo removed over 500 specinl manufacturing buildings, concrete piers,
and restored the real estate. We created an industrinl district. which wo
named the “Mid- America Industrinl Distriet,”

In this same nereage, we upgraded the utility systems. Wo put in the
necessary eftluent »hnndiing systems, hard surface streets, railvoad spurs
and sidings.

It was tho purpose of acquiring this real estate to stimulato the
economy of ) 'ln.llnomu through industrial development. It was nlso
hoped that. this effort. would insipro other communities of our State
to aequire real estate and to commence a determined and professional
industrial development effort.

In tho years that wo have had this, it has been a joint. effort. of the
Stato of Oklnhoma, Federal Government.and of the business leadership
of our State., We have conducted a national eampnign and retain on
our staff professional industrial engineers and salesmen, In the years,
we have succeeded in locating 12 manufacturing plants in the arens. Weo
are to commence construction of the 13th plant on the 16th day of
June. This hus brought to these rural arveas a capital investment of
£50.5 million and as of today 750 hourly jobs. When the new plant is
constructed, that. will inerease by 150 additional hourly jobs,

Wae have heen ablo to nccomplish this through the use and utilization
of private capital within Oklahoma, The only government dollnrs that.
have gone into financing plants has been a half a million dollars worth
of industrinl loans from the Oklahomn Industrial Finance Authority.
But the banks of our State have provided all of the capital to do this
thing, which I shall discuss lnter in greater detail than this,

In our effort to encourage companies to move to Oklahoma—and
we do ropresent. a rural area. We ave loeated at Pryor, Okla., which is
about 40 miles from Tulsa, Okla. The area we serve is primarily of
seven counties of our State, and the seven counties had a total popula-
tion in 1960 of 116,000 people.

People working in our plant regularly communate 30 and 40 miles

n dey from theso small communities—in encouraging industry to
‘como to Oklahoma, whether it be eastern industry, southern, west-
ern, or northern, the first thing we must prove to these people is that
there is & market for their product. Aml in o State where you havo
2 million peoplo it is most difficult to justify the contention that you
have ndequate markets for most of the prottucts.

Due to high trausportation cost in these nreas, the market oppor-
tunities are limited most often to a 30-mile radius from the point of
manufacture. So it. is that we have to come forward with other argu-
ments that we can support and convince a company that thoy can come
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to (t))llll‘ State and to our area and make a profit, be prosperous, and be
stable.

Financing certainly is always a key problem to the location of a new
industry. Companies coming into these areas find that our lending
institutions are not accustomed to financing accounts receivable, capi-
tal financing, the financing of plants and the industries they represent;
where as in the city or the areas from which thrclay come, their bankin
connections are of long historical duration. The banks are knowl-
edgeable about the industries. They are more willinﬁ to assist them and
to cooperate. And I congratulate the Congress on the Industrial Bond
Financing Act which has made available to us money to finance plants
that otherwise would not have been benefited. You find that your local
banking institutions, because of that tax incentive, are more willing
o take a flyer on an industrial plant-financing project. If you are
unable to get the money in your home State, that particular benefit is
also attractive to the money centers of our Nation.

The labor in these areas that we represent are for the most part
native of type and are more or less agriculture oriented. The vast ma-
jority of the unemployed or underemployed people do not have the
trained skill required by manufacturing companies. They must be
recruited, trained, and their native skills developed before they can
become productive and useful to the company. This, of course, is time
cpnsumin%land costly to the manufacturing company. It also involves
risks on the part of a company of training these people on highly
expensive production equipment. )

They further run the risk of the product not being of the quality
that meets the standards of the company during the early stages of
training and production.

These are risks and problems that we must overcome to sell an indus-
try to come to rural America, The one ?eat incentive, of course, that we
have used so far, as I have above refered to, has been the industrial
tax-exempt financing of plant facilities,

Oklahoma, like many other States of this Nation, is historically
and primarily oriented to agriculture production, oil and gas develog-
ment, and these industries, due to automation, economics of the 1969
vintage, are unable to provide the job opportunities to maintain the
E;:eper population growth in our State. The State of Oklahoma is

t with problems of educating the youth, only to find that they must
leave the State in order to find gainful and suitable employment. This
condition has placed a severe burden upon the institutions of the
State, and particularly the institutions of elementary and higher
education. The birth rate of our State exceeds our death rate by 10
percent annually, and yet we have had a history of an average growth
rate of 8 percent in population, The rural areas even then continue to
lose population while our two major cities continue to gain.

The real solution to the economic growth of these areas is the
development of manufacturing ro]%rams and being able to attract
planned expansion to the areas. If this can be accomplished, then the
ills of unemployment, underemployment, and a sick economy can be
§reatly improved, if not eradicated. The attraction of industry will

urther bring about the utilization of our natural resources of these
areas which will in turn provide prosperity for the areas in addition
to the employment of people.
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'Woe support the concept of S. 15, and particularly the concept of tax
incentives. I feel that the tax incentive will bring a higher caliber
manufacturing plant, a higher caliber company as opposed to loan

uarantees. Too often loan guarantees are thought of in terms of some-

dy inventm{; something, somebody deciding because of the guarantee
being available to create a manufacturing situation.

I feel, further, that the limits of liability as far as the Government
goes would be more easily established under the tax incentive program
than under loan guarantees, because under loan guarantees the
original guarantor may only be the beginning of the exposure of
liability of the Government if they have to run to the rescue of sick
manufacturing programs, )

Mr. Chairman, I appreciate the opportunity to be here and of
having the (igportuni?' to enter this testimony.

Senator Harris. Well, thank you, Gene. Of course, I know per-
sonally that you go anywhere any time to do whatever needs to be
done to build your State and your area,and I think your willingness to
come here and testify on this subject this morning is another indica-
tion of thatyand I ap;i‘reciate it very much.

Mr. Reppen. Thank you, sir.

Senator Harris. Mr. William §5. May, vice president of the Federal
Land Bank of Wichita, in Wichita, Kans.

Mr. May, we are glad you are here,

Haveyoua re%?ned statement{

Mr.May. Yes. You haveit, Senator.

Senator Harris. All right. Without objection, the prepared state-
ment will be placed in the record,! and then you may summarize from
it or however you please, Mr. May.

STATEMENT OF WILLIAM S. MAY, VICE PRESIDENT, FEDERAL
LAND BANK OF WICHITA, WICHITA, KANS.

Mr. May. Mr. Chairman, my name is William S. May. I am vice
president of the Federal Land Bank of Wichita. I appear here as a
representative of that bank in support of the Rural Job Development
Act. Our interest in this proposed legislation stems from our role as
a longtime provider of dependable credit to agriculture and our con-
cern for rural America.

Incidentally, Senator Harris, I had the opportunity of attending
the meeting at Oklahoma State University to which you referred a
moment ago; the conference on the rural to urban population shift—a
national problem, the conference which you chaired and at which
Senator Pearson appeared.

I speak only for the one Federal land bank in Wichita which covers
the four States of Colorado, Kansas, New Mexico, and Oklahoma. It
is chartered and has statutory powers and regulations similar to the
other 11 Federal land banks of the Nation serving rural America
with first mortgage farm real estate loans. -

Incidentally, these 12 land banks hold 22 percent of this business in
the nation, six and a quarter billions of dollars of private money. And
so we are concerned about the economy of rural America.

18ee p. 113.
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While we do not make loaus to industrial or commercial firms in
any manner, we do serve some of the credit requirements of many small
varal producers and part-time farmers who depend upon nonagricul-
tural sources of employment for much of their net. income, and there-
fore we nre aware of the need and appreciate legislation of this type
to help stabilize at some point the vanishing rural communities by
hriugini: oqmrtunities for local omplofyment. .

Our lending policies do not. speci sr any minimam nereage for
making a loan. ‘Ve have loans of $500 and we have them in much
larger amounts. We serve in every county of the four States, with more
than 34000 individual loans. But a property has to have certain
requirements to qualify for our lending. It has to be capable of pro-
ducing under typieal operation suflicient normal agricultural earnings
to pay farm operating expenses including the tuxes and other fixed
charges, maintain the property, and meet the family's living expenses,
and installments on a loan that would be proper to property of that
typs. However, we have a provision whereby if there is dependable
otitside income, sources of outside income available to these people,
then we can qualify the property for a loan based upon those sources,
and this is where we ave primarily interested in now job opportunities
in rural areas.

Our lending policies thus preclude qualifying for our type of lend-
ing properties which ave strietly rural residences, just a liome in the
country, houses on lots or small nonagricultural acreages in and around
many of our small cities. To be cligible for our lending, properties
must have a good degree of desirability, must have some net incomeo
from agricultural endeavor and must. have the general characteristics
of agricultural property.

Although we Iinh that the average size of farm properties continue
to increase across the Nation, in the four States that we serve, Kansas,
QOklahomn, Colorndo, and New Mexico, we find that 40 percent of all
the new loans that we close are on 160 neves or less in size, indicating
the aflinity and desire people have for ownership of property even if
it'sa smaﬁ property. ’llheso. figures are taken from ammual closings of
loans in our district of anywhere from 4,000 a year to 5,500 loans a

* year for the past 3-or 4 years. Two-thirds of all of these loans that wo

ave closed are on 320 acres or less in size, About 4 percent of them
are on properties of 50 acres or less, and 11{2 percent on 20 acres or less.
We make many loans on small part-time farms, people living on those
farms seeking opportunity for employment eclsewhere. We know as
these new highways cross our country they may bring people closer
to opportunities of employment, and we find that they can commute
40, 50, or 60 1iiles to these areas hut still expressing their desive and
intent to rémain on the farm.

While we serve many of these farmers, and we recognize n large num-
ber of these operators do depend on other sources of income, we have
certain limitations in the financial field that keep us from serving
many of the rural residents,

We do encournge this legislation and express our desire to be as
helpful as possible in lending wherever our statutory powers and our
regulations permit. '

Thank you, sir.
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Senator Harris. Well, I know in my own State what an important.
factor in tho dovelopment of rural areas and small towns the Federal
Land Bank of Wichita has been, and we are glad you arve here.

Mr. May. Thauk you.

(Mr. May's prepared statement follows:)

STATEMENT BY WM. 8. MAY, VICE I’RESIDENT, FEDERAL I:AND BANK
oF WiIcnira, KANs.

SUMMARY

The Federal Land Bank of Wichitn as a long-established agricultural lender
serves the credit needs of many part-time farmers and operators of small farins
nnd ranches,

It does not make fndustrial or commerelal loans such ns might be pertinent to
firms locating In rural areas as defined In this Act, but serves many rural people
who depend upon sonrces of non-agricultural income,

The Federal Land Bauk, through statutory power and regulations does not
make loans on rural resldences nor propertles having no agricultural income or
identity, but desires to be as helpful as possible in lending to rural Amerlea,

RURAL Jos DEVELOPMENT AcT

Mr, Chairman, 1 appear as a representative of the Federal Land Bank of
Wichita, Knurasg, in support of the Rural Job Development Act. Our Interest in
this proposed leglslation stems fromm our role as a long-time provider of de-
pendable credit to farmers and ranchers and our concern for rural America.

1 speak only for the Federal Lank Bank of Wichita; however, its charter,
statutory powers and regulations are stmilar to the other eleven Federal Land
Bxg;!lxs serving our natlonal agriculture with first mortguge farm real estate
credit.

While we do not make loans to industrial or commercial firms, we do serve some
of the credit requirements of many small rural producers and part-time farmoers
who depend upon non-agricultural sources of employment for much of thelr net
fncome, We therefore are aware of the need and appreelate the purpose of this
legislation to help stabilize at some polnt our vanishing rural communities by
bringing opportunities for local employment.

Our lending policles do not speelfy any mintmum acreage for loan qualifiea-
tion ; however, they do require that the property “be capable of producing, under
typleal operation, sufficient normal agricultural earnings to pay farm operating
expenses, {ncluding taxes and other fixed charges, maintaln the property, and
meet family living expenses and installments on a loan that would be proper to a
typlenl operator; provided that, where tncome from dependable sources other
than farm earnings Ix avallable to a typleal operator, such income may be relled
upon to meet loan installments and family Hving expenses including that part
of the taxes, Instirance, and maintenanve costs chargeable to the dwelling.”

This precludes qualifying for loans any propertles which are strietly rural
resldences, houses on lots or small non-agreicultural acreages in and around many
of our agricultural towns, as well as our citiex To be cligible for our lending,
propertles must have & good degree of desirabllity, must have some net inconie
from agricultural endeavor and must have general characteristies of agricultural
property.

Although the average size of farms continues to fncrease in the four states of
Kansas, Oklahoma, Colorndo and New Mextco served by our bank, we find that
40 percent of all new loans closed are on properties 160 acres or less In slze.
These figures are from annual closings of from 4,000 to §,600 loans during the
perlod 1965-1068, Two-thirds of all loans closed were on 320 acres or lesx. Only
about 4% of our loans are on properties of $0 acres or less, and LG% on
propertles of 20 acres or less.

While we serve many part-time farmers and while we recognize that a large
number of farm operators depend on other sources of fncome, we do have llmtta-
tion in serving many of the rural restdents concerned by this proposed legislation.

Wae do however encournge the teglslation nnd express onr desire to be as help-
ful as jossible in lending wherever our statutory powers and regulations permit.

Senator Harnis. Is Mr. John Scott here? . . .
If not, the record will be kept. open for the filing of his statement.
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And I understand Mr. William Hackett will not be appearing.

A telegram from Mr, Hackett which he has submitted will be in-
cluded in the record at this point.

(The telegram referred to follows:)

Batox Roucg, LA., AMay 20, 1969.
Hon. RusstLL B, LoNg,
Chaitrman, Committce on Finance,
Senatc Office Building, Washington, D.O.:

Regret appearance before legislative committee makes it impossible for me
to be in Washington on May 21 for Senate Finance Committee hearing on 8. 15.
Would greatly appreclate if you could see that the following comments are
included in records of the hearing:

“The proposed plan could be of conslderable assistance in selling business on
rural locations. Such a plan would be most useful in Lou'siana and, I fee}, in
every other State. Loulslana heartily endorses the program.

“I would, however, like to make one suggestion: That the blll if passed make
maximum use of existing State industrial development agencles to implement
the program, rather than county agricultural agents. The industrial location
needs of business are quite specialized and it seems practical to make use of the
industrial development expertise in State government rather than to try to
convert a specialist in agriculture to a new fleld.” Again, thank you for your
consideration in this matter, and my regrets at not being able to attend this
important hearing. .

W. T. HACKETT,

Ezecutive Director, Loutsiana Department of Commerce and Indusiry.

Senator Harris. The committee will stand in recess then until 10
a.m, tomorrow.

(Whereupon, at 1:05 p.m., n recess was taken, té6 reconvene at 10
am,, Thursday, May 22, 1969.) .



TAX CREDITS TO STIMULATE JOB OPPORTUNITIES
IN RURAL AREAS

THURSDAY, MAY 22, 1069

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.
The committee met, pursuant to recess, at 10:05 a.m., in room 2221,
New Senate Office Building, Senator Clinton P. Anderson presiding.
3 P(;'esant: Senators Anderson, Gore, Harris, Byrd, Jr., Williams, and
ordan.
Opening Statement of Senator Anderson

Senator ANpersoN. The hearing will come to order,

This morning we conclude the hearings on suggestions for revitaliz-
ing the rural communities of this Nation through the use of tax credits
and deductions.

We have many witnesses to hear today, and, in the interest of expedit-
ing the hearing and conserving the time of committee members, we
urge that witnesses submit their statements for the record and ab-
breviate their statements to the maximum extent possible.

Yesterday, rather than interrupt the hearing for lunch, the com-
mittee decided to proceed with the testimony. This made it possible to
conclude our worE without returning for an afternoon session. I be-
lieve it would be well for us to follow the same procedure this morning.

Today’s first witness is Robert Frederick, legislative representative,
National Grange in Washington, D.C. Mr. Frederick was scheduled
to testify yesterday afternoon, but the hearing had ended before he
arrived at the hearing room.

Mr. Frederick, you may begin,

STATEMENT OF ROBERT FREDERICK, LEGISLATIVE REPRESENTA-
‘ TIVE, NATIONAL GRANGE

Mr. Freperick. First, Mr. Chairman, with your permission, I would
like to apologize for my tardiness yesterday. Mr. Scott also would
like ¢o extend his apoloEw. He would have liked to be here to present
his Grange testimony. He would have been yesterday, but, because of
our tardiness, we.had to run over to today, and it was necessary for
him to be elsewhere today. I will present a brief statement.

I would like, with your permission, sir, that our entire statement be
a part of the record, and I shall just highlight it.

Senator ANpEersoN. Without objection; so ordered.

1Mr. Frederlck's prepared statement appears at p. 121.
(115)
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Mr. Freperick, I am Robert F. Frederick, legislative representative
of the National Grange, with offices at 1616 H Street, Washington,

The Grange

The Grange is a farm and rural-urban family organization, repre-
senting 7,000 community Granges located in small towns and rural
centers in 40 of our 50 States, Our membership is composed of Inrge,
medium, and small commercinl family farms and other residents of
rural-urban communities that recognize the importance of w pros-

erous, viable, rural America to the continued growth of our free
emocraticsociety,

The Grange appreciates this opportunity to add to the record of its
continued expression of concern for the impoverished conditions in
which thousands of rural Americans exist and have existed durin§ the
102 years that our organization has served rural America. If we have
had any one concern that stands out above all others in this century of
service, it is our sincere interest in alleviating the conditions in Ameri-
can life which set those who obtain their economic rewards from the
soil apart from the rest of our economic society, both in income and
the opportunity to enjoy increasing social benefits.

The objectives of the Gmnﬁe in 1969 are no different than they
were 102 years ago, in 1867, when we were organized. In fact, it was
the impoverished conditions of rural America, following the War
Between the States, that led Oliver Hudson Kelley, the founder of the
National Grange, to sece the need of an organization in rural America
that had asits purpose the following:

We desire a proper equality, equity, and falrness; protection for the weak;
restraint upon the strong; in short, justly distributed burdens and justly dis-
tributed power. These are Anmerlcan ideals, the very essence of American inde-
pendence, and to advocate the contrary is unworthy of the sons and daughters of
an American republie,

The National Grange appears before you today, dedicated to a
second century of service to rural America, and as an organization
deeply concerned over the development of a prosperous rural America.
Residents of rural America should receive a fair share of the profits
from an increasingly large gross national product as payment for their
contribution to the general welfare in the production and distribution
of food. Their income should bear a reasonable relationship to the
compensation received by any other segment of our economy for the
same factors of production.

The Grange is vitally concerned about rural America as a student of
its past, deeply involved in its present, and much more importantly,
apprehensive about its future. We view rural America, not through
nostalgic eyes of the past, wishing for the “good old days,” but
through eyes of optimism of what rural America can and must be if
we are to bring to a halt the rural-urban imbalance and provide for
rural America the equal opportunity it justly deserves and our Nation
desperately needs.

. The Grange has long taught that the “welfare of each is bound u

in the good of all.” The cities suffer equally, or even more, as a result
of tho rural depression from which we seem unable to extricate our-
selves, Families unable to make a living on the farm migrate to the
city. If there is no job to be had, they are added to the weffare list, or
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relief rolls. If they take a job that was being held by another, they
simply change places. Either way, the city is worse off and so is the
country.

National Grange Policy

The National Grange policy, as stated in a resolution adopted at its
101st annual session in Syracuse, N.Y., in November 1967, reads:

RURAL AREAS DEVELOPMENT

Whereas our nation is facing a crisis in the cities, and since the basic cause
is the flocking of our people to the citles in search of a better way of life—nearly
all of them from a countryside which no longer offers a living—resulting in 70
percent of our population crowded into one percent of our land; and

Whereas this migration from rural areas, which no longer requires the labor
of a large number of people In its agricultural pursuits, has been recognized by
the I'resident and the Congress; therefore, be it

Resolved, That we commend the President and the Congress for the steps
taken and leglslation enacted, but urge the acceleration of programs to produce
job opportunities for rural areas along with medical, literary, water and sani-
tary facillties so that our rural areas may provide the attractive living space
the people so desperately seek. :

In addition, at the 102d annual session of the National Grange
held in Peoria, Ill,, in November 1968, the delegate body passed the

following resolution on goals for rural America:

GOAL FOR RURAL AMERICA

Resolved, That public policy goals should include (1) adequate assistance to
help rural people adjust to changes within agriculture or to obtain the means to
enable them to make rewarding contributions in nonfarm employment; (2)
adequate assistance to help them adjust thelr community institutions such as
health, education and welfare, to a changed environment.

It is because of our firm conviction that the answers to tomorrow’s
urban problems can be found in a healthy, strong economic rural
America, that we strongly support S. 15, a bill to provide incentives
for the establishment of new or expanded job-producing industrial
and commerecial establishments in rural areas. In fact, it is because of
our neglect of the problems of rural America that our urban centers
are in such a state of poverty, confusion, and overcrowded conditions.

Wae see this condition in our urban areas and say “they are slums—a
blight on our society—they must be removed.” TKese same people are
wiﬁing to travel down any road in rural America and see a rundown
farm, with an old barn, a deserted country store, or a row of empty
houses, and say—this is rural America—our heritage—we must pre-
serve it. To this we say—preserve rural Americn—yes; but a 20th
century version, not the 1800’s.

Rural America’s Resources Depleted

We have so depleted the human and financial resources of rural
America that it is becoming almost impussible to lift ourselves up by
our own bootstraps. We need such legislation as S. 15 and other legis-
lative authority to start to replace some of the resources that have been
torn from rural people and rural Ameriea.

Our rural population continues to decrease and our cities continue
to spread and burst out at the seams like a growing boy with only
one pair of pants. This imbalance of population has upset normal eco-
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nomies and social relations and has spread havoe throughout. the land.
Rural stlums and city ghettos cause equal or perhaps a greater volume
of political rhetoric than the outworn “farm problem.” Yet, the prob-
lem continues to grow rather than to decrease.

At best, job opportunitics in rural areas are scarce, and in many
places they are getting scarcer year by year. For rural people living
within commuting distance of nonfarm jobs, it is sometimes possible
to combine farming with a variety of jobs oft the farm, but in isolated
areas the need for such opportunities is far greater than the supply.
The agricultural industry has the highest proportion of low-income
persons of any major industry in the United States. Many have levels
of living well below the minimum standards for our society.

Underemployment. is hidden unemployment. Many rural people
have too little land or other productive resources, too %ittle education
or training, or for some other reason are not occupied full time in
productive work. If you aren’t productively employed full time yon
can’t expect full income.

A very high proportion of the occupation mobility out of the farm
labor force is in unskilled occupations and into industries where, as
in farming, unskilled labor is rapidly being replaced by machines.
S. 15 mnkes provisions to induce industry to locate in rural America
and provides incentives to train this pool of underskitled labor so
that they can continue to lve in rural areas and make an economic
contribution to society.

The nonfarm or urban sector suffers, too, when people ill-equipped
for urban living are forced to relocate in cities, because it must provide
schools, housing, and other services as well as jobs for these immigrants
who are not always prepared for city living.

The National Advisory Commission on%‘ood and Fiber, in its report
to the Presidont, outlined three ways to improve life in rural America:

1. A more comprehensive national employment. policy which will
take into nccount the rural problem of underemployment ns well as
the better known problem of unemployment.

2. A social investment policy \\']:ich will put more money into pro-
viding people with greater skills and into industries and communities
with potential for rural economic development.

3. A personal-income policy which will assure the rural poor of a
decent living standard until the investments in people and areas can
pay off.

The Commission concludes:

From every standpoint it would seem preferable to create more off-farm emn-
ployment accesslble to farmworkers in the rurnl areas themselves. If rural
communitles could achleve higher rates of economic growth, they could -furaish
more of the nonfarm jobs needed, increase their tax bases and finance better
education and other public services for their people. At the same time, they

would slow down the drain on thelr resources, represented by outmigration, and
ease the burden that urban areas carry in public services for rural emigants.

Support for S. 15

The National Grange has been an advocate of helping each other
over our long history of services to rural America and will continue
to speak out on the injustices and inequities, when we think it's in the
best interest of rural America to do so. Therefore, we are in support
of S. 15, and the tax incentives that it provides to induce industry
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to locate in rural America. We ask and urge industry to accept an
active role Th creating a national policy toward rural America, pro-
viding opportunity for rural economic growth and relocating economic
opportunity rather than relocating people.

Ve feel that the legislation being considered by this committee con-
tains suftiCient safeguards to prohibit “runaway firms,” and other
means or methods of exploiting rural America and our already in-
dustrialized areas,

One of the most important features of the bill is in providing suf-
ficient funds to implement the rural industrial program which was
created in 1966 to stimulate industrial development in rural areas by:

1. Telling businessmen of the advantages of locating plants in rural
America;

2. Providing a site location and analysis service;

3. Bringing together community, State, and Federal programs for
industrial and community development.

Location of Government Agencies

The National Grange urges other Government agencies and de-
partments to end further expansion of Government facilities in over-
crowded cities and that such future development be directed into rural
areas to generate jobs, create new rural economic opportunities, and
slow the migration of farm people without jobs into major cities.

Services are provided for by the local chamber of commerce or de-
velopment commission in our larger cities, but rural communities do
not have such expert planning at their disposal. In fact, rural areas
are fair };rame for organized groups to prey upon in securing industrial
growth for the metropolitan areas,

It is obvious that the Government cannot dictate to private indus-
h%y where it should locate its plants, nor can it dictate the whole policy
of the nllocation of resources and economic development. However,
it can compensate for those factors not available in the areas where
it feels there should be some additional industrial or agricultural de-
velopment and assume some of the risks inherent in this kind of og-
eration, Such planning could and should obviously take into consid-
eration the social factors involved, as well as the possibility of the
simple making of a profit by a private entrepreneur. L

We believe this can be accomplished within the private and indi-
vidual enter{)’rise system. It need not be a socialization of industry or of
our society, but the cooperative relationship between rural meas and
the urban-oriented businesses, as well as with a Federal Government
which is creative in purpose and intent, can make a maximum impact
on those problems in rural areas.

National Grange Support for Legislation Helping Rural Areas

Therefore, the Grange is pleased to support S. 15, as we have sup-
ported past programs to help alleviate some of these situations in rural
areas.

Grange support on legislation like S. 15 goes back to our support of
the Hill-Burton Act, designed to bring better medical services to rural
areas; our support of the Federal Aid to Education Act, recognizing
that the finacial resources were no longer available in rural areas to
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provide adequate education; and most recently our support for the
concept of the war on poverty.

We have been concerned that programs designed to alleviate some
of these problems have not functioned in the rural areas as we had
hoped. Congress made provisions for rural water and sewer systems
on paper, through the passage of legislation, without adequately fund-
ing the programs. The necessity of upgrading our rural electric and
telephone systems has always been, and still remains, a constant battle
in Congress. In addition, we have seen the Budget Bureau withhold
appropriations of the Congress for services which are badly needed
in the rural areas.

Even with what has been planned and acccomplished, we appear
to be attacking the symptoms of the Problem instead of attacking the
problem at its roots. We need greatly expanded manpower training
programs for rural areas and, mostly, the abandonment of the laissez-
faire system for allocation of the human and financial resources on the
basis of efficiency only.

The enactment of S. 15 into law will not be a panacea for the ills
of rural America, but it may raise the curtain on a new day in our
rural communities. However, we would like to bring to this com-
mittee’s attention that we have had high hopes before, only to see those
hopes dashed on the rocks by economy-minded Congressmen who
would rather spend millions on antipoverty programs after the people
reach the city than properly fund such programs as REA, FHA,
rural area development, conservation programs, and programs of
supply-management, all (iesigned to improve the economic opportunity
of restdents of rural America.

Mr. Chairman and members of the committee, S. 15 will do little
good if we do not have in rural America adequate water and sewer
systems, modern and up-to-date electrical and telephone systems.
proper hospital and medical aid, good school systems, and up-to-date
modern means of transportation, These are needed first, because all the
tax incentive programs in the world will not attract industry to an
economic and social wilderness, devoid of the requirements of a modern
industrial building site. And, gentlemen, we must act soon or all of
the people will also be gone from rural America. Is this the direction we
want our country to take?

In conclusion, the following is an important part of Grange policy:

The family-type farm of America has been the foundation of the most progres-
sive and eficlent agriculture the world has ever known. It has contributed to the
economic growth of the Natlon, provided an abundant supply of fand for do-
mestic consumption and rellef of hunger over the world, and throurh its basic
characteristics, has stabilized the political and soclal life of America. We re-
affirm our traditional support of the family-type farm unit and urge that Gov-
ernment programs—farm and nonfarm—tax policles, land use and ownership,
marketing methods and practices be constituted and fmplemented to protect and
promote the well-being and continuance of the family-type farm.

It is the Grange’s firm belief that the legislation under consideration
by this committee will help preserve rural America. On the other hand,
any legislation passed by this Congress or any subsequent Congress
that chips away at the family farm structure only compounds the very
p.oblems we are so desperately trying tosolve,

We appreciate this opportunity of making our views known to this
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committee and thank the chairman for his interest in rural America
and for calling early hearings on thisimportant legislation.

Senator ANpersoN. Thank you.

Senator Byrd ¢

Senator Byrp. Noquestions,

Senator ANDErsoN. Senator Jordan?

Senator Jorpan. No questions.

Senator AnpersoN. Thank fyou very much for a fine paper.

(The prepared statement of Mr. Frederick follows:)

STATEMENT OF ROBERT FREDERICK, LEGISLATIVE REPRESENTATIVE,
NATIONAL GRANGE

The Grange i{s a Farm and Rural-Urban Family Organization, representing
7,000 community Granges located in small towns and rural centers in 40 of our 50
States. Our membership 18 composed of large, medium and small commercial
family farms and other residents of rural-urban communities that recognize the
importance of a prosperous, viable rural America to the continued growth of our
free democratic soclety.

The Grange appreciates this opportunity to add to the record of its continued
expression of concern for the impoverished conditions in which thousands of rural
Americans exist and have existed during the 102 years that our organization has
served rural America. If we have had any one concern that stands out above all
others in this century of service, it is our sincere interest in alleviating the con-
ditions in Amerlcan life which set those who obtain their economic rewards from
the soil apart from the rest of our economic soclety, both in income and the
opportunity to enjoy increasing social benefits,

The objectives of the Grange in 1969 are no different than they were 102 years
ago, in 1867, when we were organized. In fact, it was the impoverished conditions
of rural America, following the war between the states, that led Oliver Hudson
Kelley, the founder of the National Grange, to see the need of an organization in
rural America that had as its purpose the following:

“We desire a proper equality, equity, and fairness; protection for the weak;
restraint upon the strong; in short justly distributed burdens and justly dis-
tributed power. These are American ideals, the very essence of American inde-
pendence, and to advocate the contrary is unworthy of the sons and daughters
of and American republic.”

The National Grange appears before you today, dedicated to a second century
of service to Tural America, and as an organization deeply concerned over the
development of a prosperous rural America. Residents of rural America should
recelve a fair share of the profits from an increasingly large Gross Natlonal
I’roduct, as payment for their contribution to the genenal welfare in the production
and distribution of food. Their income should bear & reasonable relationship to
the compensation received by any other segment of our economy for the same
factors of production.

The Grange 18 vitally concerned about rural America as a student of its past,
deeply involved In its present, and much more importantly, apprehensive about
its future. We view rural America, not through nostalgic eyes of the past,
wishing for the “good old days,” but through eyes of optimism of what rural
America can and must be if we are to bring to a halt the rural-urban imbalance
and provide for rural America the equal opportunity it justly deserves and our
nation desperately needs.

The Grange has long taught that the “Welfare of each is bound up in the
good of all.” The citles suffer equally or even more as a result of the rural
depression from which we seem unable to extricate ourselves. Families unable
to make a living on the farm migrate to the city. If there Is no job to be had,
they are added to the welfare list, or rellef rolls. If they take a job that was
being held by another, they simply change places. Either way, the city is worse
off and so is the country.

The National Grange policy, as stated in a resolution adopted at its 101st
Annual Session in Syracuse, New York, in November, 1967 reads:
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“RURAL AREAR DEVELOPMENT

“Whereas, our natfon I3 factng w crlsls in the clties, nuad since the basle eanse
s tho ftocking of our people to the cities fn search of n better way of Ne—
nearly all of them from a countryside which ne longer offers n fiving—resulting
in seventy pereent of our populatlon crowded Into one pereent of our laand; and

“Whereas, this migeatton from rural areas, which oo longer requires the labor
of u large number of people In {ts ageleultural pursnity, has been recoguized by
the I'resident and the Congress; therefore, boe it

sResotved, That we commend the PPresident and the Congress for the steps
taken nwd leglslation enacted, but urge the acceleration of programs to produee
Job opportunities for rural arenx along with medteal, Hterary, water aud sani-
tary facilitles so that our rural areas may provide the attractve lving space the
people 8o desperately seek.”

In addition, at the 102nd Aununt Sesston of the Natlonal Qrange held in Peordn,
inols, fn November, 1008, the Delegate Hody passed the followlng resolution on
goals for rural Amerlea:

“QOAL, FOR RURAL AMERICA

“Resolred, That publle polley goals should fnclude (1) Adequate asslstance to
help rural people adjust to changes within ageiculture or to obtain the means
to enable them to mnke rewarding contributions in non-farm employment ; (2)
Adequate assistutice to lielp dhem udjust thefr community Institutions such as
health, education and welfare, to a changed environment,”

1t 1] because of our firm conviction that the answers to tomorrow's urban prob-
temis ean be fowd in a hiealthy, strong cconomle rural Amerten, that we strongly
support 8. 15, n billto provide incentives for the estblishiment of new or expanded
Job-producing tndustrinl and commereial establishiments in rural arens. In faet, it
18 hecause of our ficgtect of the problems of rurnl Amerlea, that our urban centers
are fn such a state of poverty, confuslon nnd ovarerowded conditlons.

We see this condition In our urbnn areas aud say “they are stums—a blight on
our goclety—they must be removed.” These same people are willing to travel
down any road 4n rural America and see a run-down farm, with an old barn, a
deserted country store, or a row of empty houses, and say--this {s rural Amert.
ca-—otir herltange—woe must. preserve it To this we say—preserve rural Ameriea—-
pea? but a 20th century verslon, not the 1800'x,

Up until Just a few short years ago, the only economle or soclal plannlng we
had done In rural areas was in the tleld of tand rectmmation, Irrlgatlon and
conservatlon, In general, agriculture hns been left in a lalssez-faire economy while
industey has continued (o follow the pattern of programming itz industrial com-
plexes Into areas where there are skilled workmen and other economie incen-
tives. The result of this sltwmtion has been the outttow of populaton from rural
aweas into the eltles, There was a tine {n our history when thix was necessary,
but in these times of lower employment nud maladjustment of employment op-
portunities, this migratlon has fed the fires of unrest in our ghettos,

Some unwise farm progratms made thelr contrlbution to the out-migration from
the :nml as well, The problems of ruml Amerlea cannot be solved by pure eco-
nomies,

For the st century, we have geen n gradunl ontftow of the resources of rural
Amerlea into the urban centers. Thix has taken place threugh depresecd prices of
farin products, 1t has taken place through the cducational processes in which the
rural communitics have invested thelr wealth in the eduemtion of theie chlldren
only to see those eildren become part of the productive capmelty of an urbarn in-
dustrial community.

We have so depleted the human and finanelal resources of rural Ameriea that
it it iz bocoming nlmost Impossible to lift ourselves up by our own bootsteaps, We
need such teglatation ax 8, 16 and other leglstative anthority to slart to replace
xome of the resources that have been torn from raral people and rural Amerlen,

We hasten fo point ont to this Commlittee that the very heart of a prosperous
rural Amerlea {8 a strong, healthy, independentiy-managed family farm structure.
The problems of rural Amerlea can not e solved with mere appropriations to
cmptoy the unemployed In a sertes of publle works projects, Such projects can
arslst In rebllding and malntatning a healthy rural community by providing some
oft-farm cmployment and attracting Industry to rural poverty nreas where the
need {x partlicalarly great. But they ean be only back-up programs to n strong
agelcultural communfty 1€ we want a tong-terim solution to the poverty areas of
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rural Amerlen mid the development of communtty tife that will help to preserve
those elements of rurat Hiving that have mnite Amerlea great.

Our rural popalatlon continues to deerease and our cities continue to gpread
amd burst out at the seaas Hike ngrowlng boy with only one pale of pants, ‘Phis
tmbatanee of population ins upset normal cvonomles nivd xoeliad relatlons nd hns
spread havoe throughout the tand. Rural slums and elty ghettos cause equil or
perlups o preator voliune of politteal rhictorte than the ontworn “farm problom®,
Yel, tlie problem continues (o grow rather than to deerease.

The rueal-urban imbalanee ean be reversed some by improved farin prices for
aureleulinral commodities, provided the corporate invaston of Amerlean agrical-
ture can be stoppedd, Thig must be alone 10 the faally farm stroacture of one
natlon's neelenlture 1= to be preserved. UNDLA, studies have proven that the
Camily Crvm withe 208 cmployees is the most efilelent weans o providing onr
natton with food amd ther, Why then do we allow non-farin iteiests to use profit
from ton-Carm hustness, much of 1t obtolned by the advantage o the liberal in-
come tax code provided for the honattde farmer, to Invinde American agrlealture,
fovelng the statler producer off the land'?

These are some of {he veasons that 14 million rural people—one of cvery four

rural restidents---lve in poverty.! Rural Amerlen accounts for 30 percent of the
0o,
! Most of the rural poor Yve fn villages, small towans, or ln the open country,
rather (imn on farms. Ouly about one-fourth of the totat live on farms, The 14
millien ruvat poor fnelude some 3 million famities. When a tamily's fncome is
toxs fhan 3,000, (it fnndly is usually detined as poor. OF the poor fmwtlies in
these areas, more tian 70 pereent struggele along on less than $2,000 a yenr, Most
of the 14 milton-—-about 1t milllon--are white, However, a much higher propor.
tton of the nonawhite are poor.

1t I8 expecinlly difileult for rurnl people handicapped educationally to amulre
new skitls, or get new Jobs, or otherwise adjust to a soclely increastngly urbanized.
'Mhis Is as teue on the farm s In urban Industry, for modern farming requires
skilx that the poorly-cducated lack. ‘FPhe less the scheoling the poorer the Job and
the lower the income.

At best, Job opportunitles in rural areas are scarce, and in many places
they nre gelting scarcer year by year, For rural people living within com.
muting distauce of non-farm jobs, it Is xometimes possible to combine farm-
Ing with o variety of jobx off the furm, but in Isolated areas tho need for
such opportunities Is far greater than the supply. The agrleultuenl industry
has the highest proportion of low-income persons of any major industry in
the United Ntates, Many have levels of iving well below the minimum standards
for our soclety,

LAccording to {he census we have 3,252,000 farms. Only about three out of
ten of these gross more than 10,000 per year., About 446,000 have gross sales
between $H5,000 and 10,000, Many of these would net lesg than 3,000 and
would at best e on the borderlne of poverty. Another group of nearly
AML000 bave gross sales between §2,000 and $3,000, Most of these are in the
poverly class,

[About 43 pereent of tha census farms have gross sales of less than
SLH00. Over SO0000 are enlled parl-time farmers, However, thelr fncome
from nonfarm sources conlll well be substantial, Nearly 400,000 are elnssi-
fled as part-rellrement and abnormnl, There also nre some 200,000 others
In the less-than-$2,0600-sales group,

L1t ix very dlillcalt for the seven out of ten farmers wlih gross rales of less
than $10,000 to have an adequate Income from farming ulone. Fortununtely
ubout halt of them have some additional income from off-farmy employment
or other sonrees. Fven go, about 48 percent of the famitics of farmers and
farm managers have total income of less than $3,000. Thege include one
of elpht families with less than $1,000 and one of seven with 1,000 ta 2,000,
'he poverty preblem of farin laborers and foremen I8 even more serlous,
Sixty perecent (three out of every flve) have less than 3,000,

[One of the reasons for the low incomes of these farm operators {s that the
produetive level of the natural resources in most of the areas tends to be
low. Anather rearon I8 the low capital investment. In addition, most of this is
'roproso'x;u;d by the value of land and bulldings rather than productive work-
ng caplital,

1 Prealdent’s Report on Rural Poverty.
80-0156—69 ——90
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{Studies of low-income farm areas find a generally low level of human re-
sources on such farms. Many are old, a significant portion have physical
handicaps, and educational levels are generally low. Kor example, about a
fourth of those with gross sales over $2,600 are over 65 years of age and
another fourth between 55 and 64, Over half of them have only an ele-
mentary education—three out of ten didn't make it to the elghth grade.

[We must face the fact that most of our so-called farmers have farms that
are just too small to provide an adequate volume of business to make it
possible to get an income comparable to that attalned by those employed in
nonfarm activities. They make very little contribution to our economy.
Hence, while they are poor, we cannot say that they necessarily are underpald.

[Hired farm laborers as a group have incomes from farming even below the
level of the low-income farmers.

{Although it is not germane to S. 15, we would like to point out that it is
not this group of small and part time farmers that are contributing to our
farm surpluses and are not being sufficiently benefitted, if at all, by present
supply-management programs.]

Underemployment is hidden unemployment. Many rural people have too
little land or other productive resources, too little education or training,
or for some other reason are not occupied full tlme in productive work. If you
aren't productively employed full time you can't expect full income,

It is well known that many people who remain In rural areas are not rerauner-
ated at the same rate as persons of similar income-earning capacities in the coun.
try as a whole. The Economic Research Service of the U.S.D.A. had estmated that
in 1860 economic underemployment of employed rurnl persons between the ages
20 and 64 was the equivalent of one year of unutilized labor for about 2 million
men. This was about 13 percent of the employed rural persons in 1080.

About one<third of this rural underemployment was among farm residents and
was equivalent to one-fifth of employed farm people.

Information on the extent of migration between rural and urban areas that
has occurred fn recent years i8 perhaps one of the most direct human indicators
of pressures on rurnl resources that we have, Between 1940 and 1960 an estimated
21 to 22 million people may have left rural areas for the city.

A very high proportion of the occupation mobility out of the farm labor force
is in unskilled occupations and into industries where, as in farming, unskilled
labor is rapldly being replaced by machines. 8. 16 makes provisions to induce
industry to locate in rural America and provides incentives to train this pool of
underskilled 1abor so that they can continue to live in rural areas and make an
economic contribution to society.

The nontarm or urban sector suffers, too, when people ill-equipped for urban
living are forced to relocate in cities, because it must provide schools, housing,
and other services as well as jobs for these immigrants who are not always
prepared for city living.

The National Advisory Commission on Food and Fiber, in its report to the
President, outlined three ways to improve life in rural America.

1—A more comprehensive national employment policy which will take into
account the rural problem of underemployment as well as the better-known prob-
lem of unemployment.

2—A soclal investment policy which will put more money into providing people
with greater skills and into industries and communities with potential for rurat
economic development.

3—A personal income policy which will assure the rural poor of a decent living
standard until the investments in people and areas can pay off.

“From every standpoint,” the Commission concludes, it would seem preferable
to create more off-farm employment accessible to farmworkers in the rural areas
themselves, If rural communities could achieve higher rates of economie growth,
they could furnish more of the nonfarm jobs needed, increase thefr tax bases and
finance better education and other public services for their people. At the same
time, they would slow down the drain on their resources, represented by out-
migration, and ease the burden that urban areas carry in public services for
rural emigants.”

The National Grange bas been an advocate of helping each other over our long
history of services to raral America and will continue to speak out on the in-
justlces and Inequitics, when we think it’s In the best interest of rural America
to do 80. Therefore, we are in support of 8. 15, and the tax incentives that it
provides to Induvct industry to locate In rural America. However, we feel that it
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is a sad commentary on American industry if it has to be subsidized by tax incen-
tives to exercise the good judgment and common sense that a progressive and
an alert management would have made a long time ago. We ask and urge industry
to accept an active role in creating a national poliecy toward rural America, pro-
viding opportunity for rural economic growth and relocating economic oppor-
tunity rather than relocating people.

An example of the type of industrial expansion that is needed in rural areas
is contained in a recent statement released by the Farmer Cooperative Service,
U.S. Department of Agriculture.

“Farmer Cooperative Service estimates for 1968 show cooperatives invested
$94.9 million in major facllitles—$83.7 million in rural areas and $11.2 million
in metropolitan areas.

“Feed mills, fertilizer plants, petroleum refineries, food processing plants,
and other major facilities involvliig $300,000 or more were among investuients
by farmers owniug the cooperatives.

“Mr, Angevine pointed out thaiL these investments in their home areas by
cooperatives—true rural-based fndustrles—provide jobs and other income to
the communities during the construction phases, In addition, they open up new
Jjobs for rural people after the plants are completed. They also bring in other
income to the community for business services they must pay for, add to the
tax base, and increase returns of farmers who own the plants, he said.

“ “Thus, these cooperatives are examples of the kind of industry effort necded
to help solve problems of smaller towns and cities’, Mr, Angevine sald.

“The Farmer Cooperative Service cited these investments in the last quarter
of the 1008 year as examples of how cooperatives are helplng to bring added
vitality to the rural communities:

“New processing and cold storage facilities costing £1.5 million at Modesto,
Callfornia, by the San Joaquin Valley Turkey Growers Association.
C‘J“Grain elevator costing $500,000 at Woolstock, Iowa by Farmers Cooperative

mpany.

“Asparagus processing plant costing $300,000 at Milton-Freewater, Oregon,
by Western Farmers Association (headquartered in Seattle, Wash.)

*Expanded packing facilities and refrigerated warehbouse at Lake Wales, Fla.,
by Florida Citrus Canners Cooperative.”

We feel that the legislation being consldered by this Committee contains
sufliclent safeguards to prohibit “runaway firms”, and other means or methods
of exploiting rural America and our already industrialized areas.

One of the most important features of the bill is in providing sufficlent funds
to implement the Rural Industrial Program which was created fn 1966 to stim-
ulate industrial development in rural areas by:

1. Telling businessmen of the advantages of locating plants in rurat America;

2. Providing a site location and analysls service;

3. Bringing together community, state, and Federal programs for industrial
and community development.

The Natlonal Grange urges other Government agencies and departments to
end further expausion of government facilities in overcrowded citles and that
such future development be directed into rural areas to generate jobs, create
new rural economic opportunities and slow the migration of farm people without
jobs into major cltles.

Services are provided for by the local Chamber of Commerce or development
commission in our larger cities, but rural communities do not have such expert
planning at thelr disposal. In fact, rural areas are fair game for organizead groups
to prey upon in securing industrial growth for the metropolitan areas,

It 1s obvious that the government cannot dletate to private industry where it
should locate its plants, nor can it dictate the whole policy of the allocation of
resources and economic development. However, it can compensate for those
factors not available in the areas where it feels there should be some additional
industrial or agricultural development and assume some of the risks Inlierent in
this kind of operation. Such planning could and should obviously take into con-
sideration the soclal factors involved, as well as the possibility of the simple
making of a profit by a private entrepreneur,

YWe belleve this can be accomplished within the private and individual enter-
prise system. It need not be a soclalization of industry or of our soclety, but the
cooperative relationship between rural areas and the urban-orlented businesses,
as well as with a Federal Government which is creative in purpose and {atent;
can make & maximum Impact on those problems in rural areas.
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Therefore, the Grange is pleased to support 8. 16, as we have supported past
programs to help alleviate some of these situations in rural areas.

Grange support on legislation like 8. 156 goes back to our support of the Iill-
Burton Act designed to bring better medical services to rural areas, our support
of the Federal Ald to Education Act, recognizing that the finaneinl resources
were no longer available in rural areas to provide adequate education, and most
recently our support for the concept of the War on Ioverty.

We have been concerned that programs designed to allevinte some of these
problems have not functioned in the rural areas as we had hoped. Congress made
provisions for rurnl water and sewer systems on paper, through the passage of
legislation, without adequately funding the programs. The necessity of upgrading
our rural electric and telephone systems has always been, and still remains, a
constant baftle in Congress. In additlon, we have seen the Budget Bureau with-
hold approprintions of the Congress for services which are badly needed in the
rural areas,

iven with what has been planned and accomplisheq, we appear to be attacking
the symptoms of the problem instead of attacking the problem at its roots. We
need grealy expanded manpower training programs for rural arcas and mostly,
the abandonment of the laissez-faire system for allocation of the human and
financlal resolurces on the basls of efliciency only.

There have been some examples of commmunities thita have really wrestled with
this problem and been successful to some extent in stenuning the tlow of the tide.
These have been areas where there have been aggressive and farsighted busi-
nessmen and local leaders in both the town and the country, where they have
actively recruited small business to be located in small communitics, to absorb
the excess manpower available In the farm nreas due to the technological revoln-
tion which has taken place in agriculture. These have been fortunate commuui-
tles, and they have been decldedly in the minority.

In many cases, these rural areas really have nothing to offer to Industry in
terms of location, the relationship to resources, or to the avemies of transpor-
tation and distribution. Even the lIabor reserve has already been lost to the cities.

As a result of all these factors, there has been an air of fatatism in our rural
communities which has paralyzed them as far as any positive action is concerned.
This has been alded and abetted by those soclal planners and economlists who
have written the rural areas off as economic liabilities and who were unwilling
to concede any socinl advantage to reral living.

The role of business in re-bunilding these areas, it it intends to make a con-
tribution, is the dispersal of plants and plant facllities on a deliberately planned
basiy, so that job and cconomic opportunities are avallable for people in the
rural arens, Small, local business groups, such as the local Chambers of Com-
merce, in villages too small for comprehensive planning may work with local
Granges, Lions Clubs or other organizations to organize efforts to improve
the life of the community through improved job opportunities and economie
assistance.

The enactment of 8. 15 into law will not be a panacea for the ills of rural
Ameriea, but it may raise the curtain on a new day in our rural communities.
However, we would like to bring to this Committec’s attentlon that we have
had high hopes before, only to see those hopes dashed on the rocks by cconomy-
minded Congressmen who would rather spend millions on antl-poverty programs
after the people reach the city than properly fund such programs as R.E.A,,
F.H.A,, rural aren development, conservation programs, and programs of supply-
management, all designed to linprove the economic opportunity of restdents of
rural Amerlca.

Mr. Chairman and members of the Committee, . 15 will do little good if we
do not have in rural America adequate water and sewer systems, modern and
up-to-date electrical and telephone systems, proper hospital and medieat ald, good
school systems and up-to-date modern means of transportation, These are needed
first, because all the tax incentive programs in the world will not attract Industry
to an economic and social wilderness, devold of the requirements of n modern
industrinl building site. And, gentlemen, we must act soon or all of the people
wlltl 'r:ls"p be gone from rural America. Is this the direction we want our country
to take

In conclusion, the following is an important part of Grange polley @

“The family-type farm of America has been the foundation of the most
progressive and eficlent agriculture the world has ever known, It has contributed
to the economic growth of the nation, provided an abundant supply of food for
domestic consumption and rellef of hunger over the world, and through its
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baste eharacteristics, has stabilized the political and soclal life of Amerlea, We
reaflitm our traditional support of the family-type furm unit aud urge that
government programs (farm and non-farm), tax policles, land use and ownership,
marketing methods nand practices be constituted and implemented to protect
and promote the well-befng and continnance of the family-type farm,”

It is the Grange's firm bellef that the legistntion under conshderation by this
Committee will lielp preserve rural America, On the other hand, any leglsiation
passed by this Congress or any subsequent Congress that chips away at the
family farm structure only compounds the very problems we are so desperately
trying to solve.

We appreclate this opportunity of making our vlews known to this Committee
and thank the Chairman for his Interest in rural Amerlea and for calling early
hearings on this important legislation.

Senator ANpersox, Mr. Moore?

STATEMENT OF RICHARD W. MOORE, CHAIRMAN, OKLAHOMA'S
INDUSTRIAL TEAM

Mur. Meore, My, Chairman, members of the committee, I am R, W.
Moore from Oklahoma, chairman of our Oklahoma Industrial Team.
It is a pleasure for me {o testify before this Committee on Finance on
the matter concerning Senate bill 15,

I would like to quickly identify our terminology of Oklihoma's
Industrial Team, which came into being by executive appointment 3
vears ago. Oklahoma's team consists of 22 members, representative of
existing industry in Oklahoma, financial institutions, utilities, Stato
and area chambers of commerce, representatives of Oklahoma’s In-
dustrial Department, and representatives of the Governor’s office.
Most of these Oklahomans have been formerly involved in some area
of industrial development responsibilities. In other words, presently,
Oklahoma is putting all its industrial efforts under one umbrella,
which wa t‘hinl{ results in n moro sophisticated approach to the prob-
lems of industrial prospects interested in expansion. Qur State is
using one advertising approach all over America for telling Okla-
homa's story and submitting one set of factual information on com-
munities throughout the State, and we feel we are having moderate
sieeess with this approach.

Oklahoma

T would like to tell you a little more about. Qklahoma. We have 215
million citizens there residing in 77 counties, Only three of these com-
munities have a population in excess of 50,000 people. I think possibly
you could anticipate what our State's population shift. was in the
decade from 1950 to 1960, Sixty-six of our 77 counties lost. popula-
tion and our three most Yopu\nus counties gained from 33 to G4
perveent during this period. From 1960 through 1967, 28 of our counties
continued to lose population and our three larger counties continued to
increase from 9015 to 33 percent. It is our judgment that tho concept
of S. 15 will deter thiskind of exodus.

I think it is immediately obvious that most of the State of Oklahoma
could and would quickly utilize the benefits of this legislation. Cer-
tainly, we in Oklahioma understand that industrial development is a
slow and tedious process. We also understand that the results gained
from long hours and hard work arc of much more value than results
gained by no real effort extended at all.
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I would like to quickly take a look with you at some statistics that
were presented by the U.S. Chamber of Commerce at just what 100
industrial jobs will do in & community. They indicate that these 100
industrial jobs will add $710,000 of personal income a year to that
community ; add 165 more workers in associated businesses and services
in the community; 100 more households, $229,000 more in bank de-
posits, three more retail establishments, 91 more schoolchildren in the
school system; 97 more passenger cars registered in the community;
$331,000 more money in retail sales and invested in the local banks.
In other words, what we are saying is that 100 industrial jobs will have
a much greater impact.than the industrial jobs themselves.

It is our judgment that the snccessful industrinl development of
Oklahoma's 77 counties that are composed of 734 communities can
happen if we as the State of Oklahoma do our part, coupled with the
assistance of favorable legislation Emviding for tax depreciation and
incentives provided for in S, 15. The State of Oklalioma or any State
for that matter has the responsibilities and we think some of these re-
sponsibilities could include some of the following: T think a quick look
at.edncation in the State might be worth while. We would like to point
with pride that Oklahoma already has in being 19 institutions scat-
tered throughout. the State which offer now vocational education and
technical education cowrses, with 100,000 students now enrolled. I
would like to say right there that industry now coming to Oklahoma
has an option to pick the particular curriculum in a school that is
closer to their area, so we are not training somebody to nmake plow-
shares when they are putting lingerie in the area.

Oklahoma ranks first in the 50 States in the number of engineering
students per dollar invested in manufacturing facilities and fifth in
the number of bachelor of science degrees per capita in the 34 most
industrialized States,

Oklahoma leads the Nation in percentage of youth from age 5 to 1’{
going to school and that percentage is 96.6 percent. We nre first of al
States in percentage of teachers with college degrees. We could go
on and on in the educational facet. We think it is all important.

I would like to make a couple of points about the industrial eli-
mate, Oklahoma ranks eighth lowest nationwide in plant construction
costs at the present time, Oklahoma ranks fourth best nationwide in
percentage of time lost due to employee absenteeism.

Recently, in order to bolster the availability of professional people
to the industries within Oklahoma, our Governor’s office has contacted
the recent graduates of our two major universities and Okmulgee
Tech that are now working in like industries outside the State, Over
7,000 replied, and of that, 81 percent of these 7,000 indicated that you
bet. they would like to move back to Oklahoma if they had a job op-
portunity there.

Let me suggest to you that the State of Qklahoma is now, in part
at least, doing its homework toward attracting new industry and ex-
panding the existing industry we have. Togother we think it is pos-
sible and probable that through continued industrial exnansion
throughout Oklahoma we can raise the per capita income of all Okla-
homans to at least the national average of $3.412 annually. This would
yield in Oklahoma alone to onr annual State tax revenne a fioure in ex-
cess of $70 million. Ts it not reasonable te assume that the Federal tax
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take would be even greater than that 2 Multiply this figure, if you will,
by 30 or 40 States and it becomes immediately recognizable that a
sizable potential tax increase figure is possible,

Iet mo just simply suggest to you that Oklahoma, and I suspeet. most
other States, are not up here looking for some kind of industrial hand-
out, We are here to encournge your favorable consideration of legisla-
tion such as Senate bill 15, which will allow those States and commu-
nities who are willing to extend their resources the opportunity of just
sim[;]ly expediting this job of self-improvement. Thank you very
much.

Senator ANpersoN. Senator Gore, any questions?

Senator Gonr. No, thank you.

Senator Harris. Mr. Chairman, I know personally the excellent job
Mv. Moore has done as chairman of the Oklahoma Industrial Team.

Dick, I think that your willingness to come up here and testify on
this bill will be very helpful to us as we try to enact Senate bill 15,
orsome bill like that.

I am informed that there are other countries in the world that are
beginning to believe that you have to have a national policy of some
kind which will encourage people to live in smaller towns and smaller
cities—Great DBritain, for example, has a policy which they call the
decant policy. A decanter is something you pour something out of. The
decant policy is designed to pour |l)eople out of London into the smaller
towns and cities, and they are willing to subsidize the creation of pri-
vate jobs in those areas that can attract people. It seems to me that this
country ought to have the same kind of interest in decentralization and,
therefore, I am grateful that you, I take it afree that what we are
talking about here is not just something for Ok nhoma, but something
of national significance and national policy.

Mr. Moore. That is right. I think the information that was recently
revealed by our survey of Oklahomans living primarily in metropolitan
areas, where over 80 percent of them said, “Yes, sir, I wonld like to
come back to Oklahoma if I had a similar job opportunity”—1I think
that in part would bo true of all the States. They would like to %.0 back.

Senator Harrts. There is  recent Gallup poll that showed the same
thing nationnlly—that 50 percent of the people would like to live in
a small town or city, when less than a third do—or, to put it a better
way, less than a third can, becaunse there are just not the jobs out there
that will allow them to. ‘

I think we are getting a lot of our smaller towns and cities now in
shape with what you might call infrastructure—hospitals, schools, and
highways, and so forth. In order to continue that, you are going to have
to improve your tax structure locally, and you are going to have to
have, ‘)rimn rily, jobs. .

Well, I think we are going to have to pay a lot of attention to the
new cities idea. But I also believe that you ought not to waste a lot of
smaller cities and towns now that can become the new cities.

I appreciate very much what you have been doing in Oklahoma and
I am glad you are here to testify on this bill,

Senator ANDERsON. Senator Byrd ?

Senator Byro. Mr. Chairman, may I make this comment? I was
very much impressed with Mr. Moore’s testimony. )

I served for 5 years, beginning in 1962, as chairman of Virginia's
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industrial (levelopment effort. I assume that my \wosition was somewhat
similar to yours. The figures you have given, and the remarks you have
made with regard to what’s happening in Oklahoma, are impressive.
We felt we were going a fairly good job in Virginia, but I believe you
are doing a better job in Oklahoma and, certainly, Oklahoma has a very
effective salesman in you, Mr. Moore.

Mu. Moore. Thank you, Senator., We are trying to do a good job
here so we can go on and finish the job,

Senator AxpersoN. Senator Jordan?

Senator JorbaN. I haveno questions.

(The prepared statement of Mr. Moore follows:)

STATEMENT OF RICHARD W. MOORE, CHAIRMAN, OKLAHOMA’S INDUSTRIAL TEAM

As Chairman of Oklahoma’s Industrial Team, it is a genuine pleasure to
testify before the Senate Committee on Finance concerning Senate Bill 15, Let
me quickly identify our terminology of “industrial team,” which came into being
by Executive Appointment three years ago. “Oklahoma’s Team” consists of 22
members representative of Oklahoma’s existing industry, financial institutions,
utllities, state and area Chambers of Commerce, representatives of Oklahoma’s
Industrial Department and representatives of the Governor's ofice. Most of
these Oklahomans have been formerly involved in the area of industrial develop-
ment responsibilities. In other words, Oklahoma has put all of its industrial
efforts under one umbrella which results in a more sophisticated approach to
iudustrial prospects interested in expansion. Qur state {s using one advertising
approach telling the Oklanhoma story. We are submitting a single set of factual
information on communities throughout the state, and we feel we are having
modest success with this approach,

Let me tell you a little about Oklahoma. We have 23 million citizens living in
17 countles with only three citles having a population in excess of 50,000. You
can possibly antleipate our state’s population shift during the decade from 1950
to 1960 '—66 of our 77 counties lost population while our three most populous
counties gained from 85 to 64 percent. For the perlod of 1960 through 1907? 28
of our counties continued to lose population with our three larger counties con-
tinuing to increase from 9.5 to 33 percent. It is our judgment that the concepts
of S. 13 will deter this type of exodus since it is immediately obvious that most
of our state of Oklahoma could and would quickiy utilize the benefits of this
legislation. Certainly we understand that industrial development is a slow
and tedious process, but we also understand the restilts gained from long hours
and hard work Is of more value than the results gained by no real effort.

Let us look at the U.S. Chamber of Commerce estimates of what 100 new in-
dustrial workers mean to an average community.

Each 100 new industrial workers mean 350 more people.
$710.000 more personal income per year.

165 more workers employed.

100 more households.

£229,000 more in bank deposits.

3 more retail establishments.

81 more school children.

97 more passenger cars registered.

$331,000 more in retail sales per year.

It is our judgment that the successtul industrial development of all of Okla-
homa's 77 counties composed of 7534 communities “can happen” if as a state we do
our part, coupled with the assistance of favorable legislation providing for tax and
depreciation incentives so provided in 8. 15. The State of Oklahoma's (or any
state’s) responsibility could include the following:

1.8, DeQnﬂment of Commnierce, Burean of the Census, U.S. Census of Population, 1960,
Oklahoma, Numbder aof Inhabitante, Table 6,
3 Rescarch and Planning Divl<lon-—Oklahoma Securlty Commission,
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1. EDUCATION

A, Oklaboma has 19 institutions scattered throughout the state which offer
vocational-technical education courses with 30,100 students presently enrolied.

B. Oklahoma ranks first in the 50 states ia number of engineering students
per dollar invested in manufacturing $ and Afth in the number of bach-.
elor of sclence degrees g:r a& among the 34 mest industrialized states.

C. Oklahoma leads the na In the prn sntage of youth age § to 17 going to
school, with 98.6 percent.

D. We are first of all states in the pevevatage of teachers with college degrees.

IL IXPUSTRIAL CLIMATE

A. Oklahoma ranks 8th lowest, nationwide, ja &I‘aut coastruction costs.

B (t)kllahoma ranks 4th best, nationwide, in the percentage of time lost due to
a nteelsm,

Recently, in order to bolster the avallability of professional people to the in-
dustries within Oklahoma, our Governor’s office has contacted graduates of our
two universities and Okmulgee Tech who are now working out of state—out of
the 7,157 repllies, 5,764 or 81 percent indicated a great Interest in returning to
Oklahoma if jobs are available. Let me suggest to you that the State of Oklahoma
s now in part doing its homework toward attracting new industry and expanding
existing industry. Together we think it is possible and probable that through the
continued industrial expansion throughout all Okhahoma, we can raise the per
capita income of all Oklahomans to the natlonal average of $3,412 annually.
This would yleld in Oklahoma alone to the state’s annual tax revenue $70 milifon,
Isn't it reasonable to assume that the federal tax take would be even greater?
Multiply that times 30 or 40 states and it immediately becomes a sizable poten-
tial tax increase figure. Let me suggest that Oklahoma and I suspect most of the
states are not here looking for an Industrial Handout. We are here to encourage
your favorable consideration of legislation such as 8. 15 which will allow those
states and communitles who are willing to extend their resources the opportunity
of expediting the task of self-improvement.

Senator AnpersoN. Mr. Garver.

STATEMENT OF JAMES A, GARVER, EXECUTIVE VICE PRESIDENT,
MID-AMERICA, INC, PARSONS, KANS.

Mr. Garver. I am James A. Garver, executive vice president of Mid-
Ameérica, Inc., Parsons, Kans, The background of Mid-America I will
reveal further on in the text of my remarks. We are a 9-county eco-
nomic development corporation in southeast Kansas, a predominantly
rural area, population ranging in our 197 communities from aé)proxl-
mately a few persons to somewhere in the neighborhood of 28,000.

Economic Balance Between Urban and Rural Areas

Economic balance between urban and rural areas is a subject much
discussed and often written about. The problem of the rural resi-
dent, whether on the farm, in the small community, or merely isolated
from the large city, has concerned government officials, politicians,
economic planners, industry, and myriad other bodies since the in-
dustrial revolution began. Likewise, the “asphalt jungle” of the
metropolis has sought and demanded attention for decades. Only
within recent years, however, has there been a concentrated effort
to establish a balance between the two problem areas. The “why” of

-

3 Oklahoma Regents for HHigher Education.
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such a balance between these areas has been shown, but the “how”
remains unsolved. :

Allow me to use examples I know best. In 1957, Mid-America, Inc,,
was organized in southeast Kansas, Mid-America, Inc., i8 a private
nonprofit group that was conceived to promote nine counties in south-
east Kansas for the principal purpose of attractin% industry to & rural
area. Support was gathered from hundreds of businessmen, utility
companies, financial institutions, city and county governments, and

rivate in&ividuals, who willingly contributed thousands of do’llar_s.
hey each had one concern—that of boosting the economy of their
own community and the region as a whole,

Let me digress hére'to tell you that, in the 12 years of our existence,
approximately $45,000 to $50,000 from the private sector has been
injected into this organization each year,

Thile the regional concept was embryonic at that time, southeast
Kansans had experienced the problem of outmigration of its people
resulting primarily from the decline of the mining and mineral extrac-
tion industry, along with the decline of rail transportation, and a
multiplicity of other economic facets that were deteriorating. As a
result, the business sector suffered tremendously. The facts revealed
that, between 1920 and 1950, population within the nine-county area
had declined by some 100,000 people. Unemployment was high, The
approach this new regional group took, after the “why,” was to at-
tempt to “rebuild” southeast Kansas by providing job opportunities
through assistance to existing industry in expansions and through the
attraction of new industry. To date some 209 industries have located in
the nine-county southeast Kansas region, creating, to the best of our
calculations, direct job opportunities for some 9,500 persons. In addi-
tion, over 450 business establishments have expanded and, indeed, the
total outlook is completely revised, Vocational-technical education,
transportation systems, housing, community reaewal, and hosts of
other areas are being viewed by the leadership of southeast Kansas
for future development.

But southeast Kansas is no different from any other rural regions
throughout our great Nation. :

The solution then, gentlemen, for rural revitalization is “industrial-
ization”; the balanoing of wrban-rural manufacturing with a com-
plete rural development program.

The economic balance created in southeast Kansas effected n great
opportunity for the future. But it has required nnusual persistence,
patience, and dedication among the citizenry in southeast Kansas.
And while great strides have been made, there remains much to be
accomplished. Progress or change is the hallmark; a static condition
18 nonexisfent.

But roadblocks to arowth include isolation from larger population
centers, nonavailability of skills, and lack of services and facilities
found in larger communities. The availability of financing, lack of
transportation systems, and absence of cultural activities add further
to restrict industrialization,

The assets, as proved in southeast Kansas and other areas across the
Nation, with the opportunity for growth, planned, orderly, and di-
rected, far outweigh the liability side of the balance sheet. But te
speed the balance, now the “how,” the incentive for development must
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be a{)plied. The use of local resources and markets, the training and
employment of the local labor force, and the provision of support
facilities and services can all be beneficial provided they are developed
for use by prospective industry.

The urban decentralization of industry to the rural countryside
Erovid_es more than just an economic balance. The social aspect of

ecoming a Fart of the communit‘\; and becoming involved in the
promotion of “Americanism,” not being caught up in the 5 o'clock
rush and being just another number. The location of retail establish-
ments, banks, utility concerns, and other service groups are generally
where the people are concentrated, but there is no law, rule, or r.gu-
lation which dictates the size of the concentration of people, and the
rural community, in most cases, is as prepared to administer the
problems it will encounter as is the urban metropolis. .

Let me digress from my written text to disagree with the theorists
saying there is no future for communities under 25,000, In our experi-
ence, we have called upon the insurance companies, the large depart-
ment stores, and a multitude of other retail and commercial establish-
ments who will give not one single look to a rural community with a

pulation of under 24,000. Gentlemen, we believe that, indeed, the

uture lies with a community of 25,000 and less,

The effort and money directed toward a buildup of smaller cities
and eommunities in some of the “wide open spaces” of America can
perhaps have a larger net effect on the national economy than many
programs presently directed toward the large city. While we recognize
that there is no simple, one-answer solution, we also must submit
that. until the rural outmigration is halted, until the agricultural
“poverty pockets” are treated, and until a bafance between the urban
and rural area is consummated, there can be little true economic
progress in the rural community. And until a programn of rural in-
dustrialization incentives, the “how,” is undertaken, the objectives of
rural development remain somewhat obscure. It is imperative that an
accelerated program of rural job development, such as included in
S. 15, be initiated at the Federal level immediately if we are to arrest
the &roblems of the rural lag. “America, the great” is only a myth
of affluence if that portion that made her great is left unheeded and
without hel¥.

On behalf of Mid-America, Inc., and the people of southeast Kansas,
may I commend you gentlemen in your deliberations to assist the rural
portion of our Nation; your interest and insight will assist in solving
their plight and will provide direction for their future.

Thank you.

Senator Harris (presiding). Thank you, Mr. Garver, Tell me again
what Mid-Ameriea is.

Mr. Garver. We are a nine-county, basically, industrial develop-
ment group. We have now gone into—

Senator Harris, Isitnonprofit?

Mr. Garver. It is a nonprofit organization. We received in the
past 2 years from the Economic Development Administration plan-
ning funds, We are not a Government program. We do receive con-
tributions, $45,000 to $50,000 each year from the private business sec-
tor. But we are attempting to work through the private sector as well
as in the utilization of Federal programs, which we feel are a necessity
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for guidelines. This is why we view Senate bill 15 as being an encom-
passing body for further accelerated development and growth.

Senator Harris. I take it from what you said that you are familiar
with the line of economic development thought concerning growth
centers and that 25,000 seeming to be the magic number?

Mr. Garver, Yes, sir.

Senator Harris. And that you disagree with that? I know you dis-
agree with it from what you have said. I take it you are familiar with
that line of thought.

Do you have anything further to back that up?

Mr, Garver. Only from what our experience over the past 12 years
has been,

Senator Harnis, Yes; tell me about that,

Mr, Garver. We have approximately seven communities ranging in
size from 7,000 to 12,000, We have seen the utilization of urban and
community programs, both Federal and private programs. We have
seen housing programs, many of the Government’s programs in rent
subsidy, low-rent housing, moderate income, high-rise for the elderly.
We feel that the opportunities created in a community of 10,000 or
15,000 allow the basic interchange of ideas, allow for orderly growth,
for {:]nnning, and feel that a community of over 25,000 perhaps may
be able to cope with this problem as it grows, but we feel that the true
sta;i,re for growth and development should be at 10,000 to 15,000. We
realize that if these communities grow, yes, indeed, at one stage, they
will be 25,000. But we think that, at the 25,000 level, to cut off and say
that there will be no support by insurance companies, that there is no
future for large department stores—in this we feel the theorists are
wrong.

Senator Harris. Do you have any knowledge presently of what'’s
happening in the nine counties you are familiar with in southeast
Kansas; what happens to a town the size of 2,500 or what’s happening
to one the size of 5,000 or 10,000, 15,000, whether they are staying
static, or are they going up or down? Do you know anything about
that presently?

Mr. GARvVER. Yes, sir. Basically, perhaps, I can tell you we have a
community of 3,500, St. Paul, Kans., which has embarked upon an
urban renewal program. Likewise, within the past year or so, they have
built some 120, I believe, new homes. They view themselves not as a
community where the retail and commercial establishments will locate,
but indeed as a bedroom community for some of the larger communi-
ties which will provide job opportunities.

We have attempted to instill in these communities of 3,500, 2,500,
5,000, that perhaps they should be taking an overview of the region.
The balancing of the agricultural aspect with the industrialization is
most difticult, as you well know. It is very long. I think probably we
have the same problem in our corner of the State as you do in Okla-
homna in the fact that these communities have suffered immeasurably,
they have lost population, We are attempting now to halt the out-
migration, to catch up, really, hefore we can forge ahead.

In most cases, our communities in southeast Kansas have at least
held their own. We have had some of the smaller communities, and
I am speaking here of the 250, 500, 750 to 1,000 range that have lost
population. But again, I think in at least 50 percent of those cases,
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they have at least Leld their own. We are looking at Froigrams in
agriculture, industrinlization, areawide comprehensive health plan-
ning and other programs which would instill in the people to remain
there and give them a job.

Senator Harris, Thank you very much. .

We next hear from Mr. Czar Langston, who is manager of the
8klahoma Association of Electric Cooperatives, located in Oklahoma

ity.

Czar, we welcome you here. I want to say that the fact that you are
willing to come here and present your testimony in person I think will
really add weight to it in the record of these hearings as other members
of the committee have an opportunity to study this record.

STATEMENT OF CZAR D. LANGSTON, JR.,, GENERAL MANAGER,
OKLAHOMA ASSOCIATION OF ELECTRIC COOPERATIVES

My, LangstoN. Mr. Chairman, members of the Senate Committee on
Finance, my name is Czar Langston, general manager of the Oklahoma
Association of Electrical Cooperatives in Oklahoma City.

I formerly served as director of the Industrial Development Depart-
ment of the Oklahoma Planning Resources Board ; acting director of
the Department of Commerce and Industry, and manager of chambers
of commerce in a number of Oklahoma cities,

I am here today to testify in support of S. 15.

'Durinﬁ my 28 years of working in all parts of Oklahoma, I have
witnessed with concern the steady decline in population and the deteri-
oration of the economy of rural Oklahoma.

This loss in population is reflected in U.S. Census Bureau figures,
which show that 63 of the 77 counties in Oklahoma lost 553,214 persons
between 1930 and 1960, This means 80 percent of the persons living in
rural Oklahoma migrated to the cities during that 80-year period.
During thissame span the State’s two largest counties gained 376,232 in
poi))ulation.

Dr. James D, Tarver made a thorough study of Oklahoma popula-

tion shifts while a professor at Oklahoma State University. He found
that in 1920 about b0 percont of Oklahoma’s population lived on farms,
25 percent lived in small towns of 2,500 or less, and the remaining 25
percent lived in cities and towns over 2,,500.
Today, about 62 lpe.rcent, of the State’s population resides in the cities,
82 percent in small towns, and only 6 percent on farms. About 40 per-
cent of the population is concentrated in the two major metropolitan
areas—OQOklahoma City and Tulsa.

Based on 1966 U.S. Commerce Department census reports, the per
capita income in rural areas was $2,236 annually. Multip]fing the per
capita income figure by the number of rural population lost, we find
rural Oklahoma 1s losing more than $1.2 hillion income annuafly.

A recent survey of Oklahoma’s rural electric cooperatives points out
the severity of the population shift in the State. It shows that our
rural electric cooperatives have more than 50,000 idle services. This
simply means there are 50,000 locations where there was once a house
orservice that does not exist today.

Using an averafze of four persons per family, more than 200,000

persons who once lived on our lines have moved away. That’s not all.
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Thoso 50,000 idle services vepresent. an investent of more than $40
million, on which there ean Ilm no financial return. T might. add hewe
that in xomwe aveas of Oklahoma the farmers are so far apart each needs
his own tomeat.

A veport from the Oklahoma State Board of Tducation veveals that,
from 1963 to 1968, 457 rural sehools were elosad, They were elosed be-
causo they did not have suflicient average daily attendanee to meot.
State acereditation requirements, )

While many of theso schools were sually they had maodern, up-to-
date facilities and excellent teachers, and produced some of the State's
linest young ‘n\oplo, sueh as 11 Club and future Farmers of Amer-
ica leaders, "Today, these empty school facilitios sorve only as o stark
reminder of the vast changes taking place all abont us,

Where have these raval students gone 2 Mostly to the suburban areas
of the major cities,

Wo surveyed the Oklahoma County school distriets and found that.
qince 1960 they have spent more than $60 wmillion on new elassrooms and
hava had a not enrollment gain of 36,000 stwdents, 1 subnit. that much
of this capital investment would have been unnecessary it we had
encouraged industry fo loeate in rural aveas 10 or 15 yoars ago.

Wo are all aware that when a raval family moves to the eity both
the man and his wife usually need to work to make ends meet, This
leaves the childven unattended during the day, adding materially to
today’s unrvest. among millions of the younger generation,

T'm swrn national statisties wonld reveal that where the husband
and wife both have to work to earn a living, as is so often the case
in cvities, tho divoree rato inereases considerably,

The migration to the cities ig vefleeted in many of todays raval towns
in Oklahoma, Tn many cases, one-latf to thive-foueths of the business
buildings in a community are hoarded up. ‘T'he merehant didu't have
anyone to do business with, go he, too, had to pack up and teave,

1 we needed mow evidenes that migeation can he a detriment. to o
State, we ean look at- the welfare payments tmade to recipionts in Ok-
Inhoma's two metropolitan aveas, e department. of welfare roports
that public assistance in the two areas skyrocketed from £10 million
in 1950 to 227 mitlion in 1968, an incvease of $17 million or 170 pareont,

Those who have stayed behind have suffered, too, heeause they have
hnd to absorh the extra tax burden of naintaining town and county
governnents,

As onr metropolitan areas inereaso in population we find the cvime
rato sonving, air nnd water pollution hecoming a serious health threat,
and capital required for schools, stroets, sewernge treatment, police
and fire protection and other services ereating a tremendous finnneinl
burden on ovory city taxpayer.

Az all of theso sorvices expand and one considors the inereased costs
of living, including hmlsin‘g, land, food, clothing, ot cotera, T am
certain a portion of the problems of inflation now plagning onur Nation
can bo adtributed to the population shift.

The Anerican farmer is the most. productive in history. o feeds
moroe persons before breakfast than the Russian farmer feeds in a day.
And with farms gelting larger, ho'll be able to provide food and tiber
for even more people,

But can ho continue to do this indefinitely ? Many experts ean foresee

—— e ettt
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the timo when thore will be a dwstie shortage of people enguged in
agricnlture to provido the food and fibor required to feed, clothe, and
howse our mpidly expanding population,

Senator, when these people once move from the farm, they do not
como back and start favming again, 1f we keep them out. there with
industry, thay ean boe back in that industry, '

Why do weo believe industry for rural areas is an answer to mnny
of theso problems? Lat's look at. v survey mado by the UL.S, Chamber
of Commuree, 1t shows that an industry wnploying 100 porsons moans:

338 more people,

1T more housoholds,

85 more sehoolehildren,

KO0 more personal incomo annually,

R0 more lmnk deposits annually,

18D more passengor cars,

172 more workers, mud

S4H7.00 more mtail sales annunlly,

Survays taken in Okinhoma indicate that vight of ovary 10 graduntes
of rural ligrh schools leave their communities i seareh for omployment
elsawhery, The ratio among college genduates is oven higher,

An analysis by Dres dohn Goodwin of Oklahoma Stata University
indicates that a community invests $H0,000 in a student. from the time
ho ontars kindergavten until he finishes the 12th gmde. When that
student loaves, the investment is gone forever as far as the community
i concernwd.

Yeog, 1 hope you belivve as 1 do that beyoud any shadow of a doubt.
more job opportunities in rural nreas can assist matorinlly in casing
many of the sovinl, cconomie, and political problems oxisting today,

M, Harey Kahan, chiof of statistienl contvol for the Oflico of 15eo-
nomie Opportunity hers in Washington, told one of my staflf membors
recently l‘m‘t. Oklahoma is making somo progiress in attempting to
solva the poverty problam.

Ninee HIGO, he estimates the numbare of Oklnhoma’s needy hag de-
creased from 30 porvent. of the State's population to about 20 pereent.,
Ho estimntes ()kl:\lmnm st has about. H00,000 poor y«)ph\. according
to OO poverty guidelines, and that 200,000, or 50 pereent, live in
rural aveas,

Having lived in Oklnhomn all of my life, it is casy for me to sco n
direet. corvelation botween the decrense in poverty and the inereasoe
in the State's industrinl dovelopment. But we haven’t done nearly
onongh in this area,

I am convineed that a concerted effort to bring industey to ru-
ral areas would do much to help allevinte many of the painful
socinl diseases oxisting today.

I want to cmphasize that jobs must bo made available in the
local arcas by relating some incidents that happened in northeast
Oklahoma recently.

Social workers in Dolaware and Adair Counties loeated out-of-
State jobs for soveral Cherokeo Indinns who could not find work
in their local communitics.

Howover, the Indinns returned home as soon as thoy earned
enough money for bus tickets, It’s not difficult to understand this
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WHAT 100 NEW INDUSTRIAL WORYKERS

cessstts ’“,m
[ ]

. w2 * o
)
m 451000 #
:nh :mi L]
o
vaplered
EMPLOYMENT CHANGES INCREASE IN ANNUVAL
M:?gf{ ,?f RETAIL SALFS
Man.uhcluring.. RO N . Girocery SIOFES .. .o vvn v $86,830
Retail l.'l-de. +33 Eating and drinking places.................. $36,560
Coastruction. +25 Department, dey goods and variety
Professional and related <eivices.. +4-14 SEOLES.... cverier e cce s cernine e e+ 350,410
Transportation, communications and Clothing and shoe $tofes......ceviccerrvecens $31,996
o}her public utilitics........... .. S K] Automobdile dealers ..... . $61,930
Business and repair scrvices. 45 Gasoline senvive stations... rorveee $22,420
Who!csale l_n:de - +5 Lumbcr yards, buikding materials
Public ad . 45 Jealers........ ... e $18,280
Finance, insurance aod ceal estate...... e 44 Other stores.. st e ne e $132,530
Entertainment and recreation servic 42
;“‘“’Y_ ';d"‘;‘::‘f""‘" soreesemana _’*_; Total increase in annual retail sakes...... $457,000
Mining. -2 .
Agriculture -—31 (DKLAHOMA DEPARTMENT
OF COMMERCE AND INDUSTRY)

Total, sl industri +172

The new inductrics moving Inte Okishoma have an impael far beyend the Inilial bonst of construction aclivity
and direcl employment, The chart above illustra’cs that the “sile effects™ of new indusiry contribute to a wide.
speead cconomic boost for (he typical community. (Charts availablo from the Ohklahoma Department of Commerce
and Industry, Box 3327, Oklahoma City, Oklahoma.)

Senator Harris. I want to note that Senator Pearson, who is the
principal author of this bill—I have been the principal cosponsor of
it with him—is in the room, too, and has been very active in this
hearing, as you know. )

Czar, I appreciate your mentioning Adair County in talkingi about
rural poverty. As you know, I served as a member of the Kerner
Commission where we were trying to recommend something about
urban problems, which have to be attacked head on, and as I said
here yesterday—it is too late to think we can solve the problems of
the cities simply by solving the problems of the country. But I was
one of those on the Kerner Commission who got others to see that,
for the long pull, you cannot solve the problems of the city unless
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you do solve the problems of the country and we eventually recom-
mended a program like that embodied in this bill.

Earlier, I had run onto the problem that there were a great many
people in the Federal Government at various levels and in various
departments having to do with povertdv and employment, housing,
health, education, and so forth, who did not know there was any
rural poverty. And, of course, what we did, as you recall, we got a lot
of those fellows together with us in a bus and traveled around some
counties in eastern Oklahoma, among which was Adair. Several things
developed from that, one of which is a new demonstration project
which OEO funded over in that avea.

You mentioned, too, about the Indian relocation program, where
Indians, starting back during the Eisenhower administration, had
been encouraged to move off somewhere else. When I started trying
to put together some proposal for a program to do something about
that area of eastern Oklnhoma, talking to cconomic experts, I ran onto
this kind of recommendation—this is the gist of it—what we ought
to do is give a bus ticket to everybody who would leave that area and
subsidize those who would not, that. there just was not anything that
could be done. It was too late and there was not anything that could
be done to reverse it.

I take it you do not believe that is right. I hope it is not right and
I do not believe it is right.

Mr. Laxaston. Senator, T certainly do not believe it is right. The
example I gave you of Sequoyah, Caddo County, was very similar to
this, as you know, and look what has happened there. These people in
these areas I am talking about were those who came on the “trail of
tears.” Many of them were still sleeping in the “pool of tears” under
the same conditions that existed when they completed that trail. And
they do not want to leave. That is home to them. That is home. People
do not want to move away from home.

Senator Harrrs. We have begun to learn it is not necessarily to their
benefit to move into the cities. I can recall when people used to say let
them move on into the cities where they will not have so many prob-
lems. You do not hear people saying that so much anymore,

Mr. LanastoN. We intentionally l%ft. ont the crisis in the cities and
all this. Enough has been said about that. We are looking for some
solutions now, This appears to have great merit.

Senator Harrts. I want to say you and the Oklahoma Association
of Electric Cooperatives I think have really done your part in trying
to help solve some of these problems in the rural areas and I do ap-
preciate your coming here to testify.

Thank you.

. Mr, Ted Davis, Midwest Research Institute, Washinﬁton, D.C. He
is appearing here today under false pretenses, because the truth is he
is an Oklahoman, I did not arrange for his appearance as an Okla-
Immtan, because he is really a consultant. on community development
strategy.

Mr, Davis, T appreciate yonr appearance here as an ex-Oklahoman,”
and former Assistant Secretary of Agriculture,
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STATEMENT OF TED J. DAVIS, CONSULTANT ON COMMUNITY DE-
VELOPMENT STRATEGY, MIDWEST RESEARCH INSTITUTE,
KANSAS CITY, MO.

Mr. Davis, Until last September.

I wonder if I could ask for permission to highlight my statement
and place the remainder in the record ?

Senator Harris. Without objection.!

Mr. Davis, Thank you.

The desirability for slowing rural/urban migration—indeed, the
necessity for it—has been dramatically and eloquently stated by Sena-
tors Pearson and Harris contemporaneously with the introduction
of the “Rural Job Development Act.”

The demographers continue to project the trend of 80 million more
people living in the metropolitan areas in the next 30 years. By the
year 2000, given present trends, we can project 308 million people in
the United States: 74 million in one metropolitan area along the At-
lantic coast; 45 million in the California region; 74 million in the
Great Lakes area; and 15 million in a Florida-centered zone.

Do any of us really want to see this happen ¢ Technology and auto-
mation which ave freeing man from hard labor have hit rural Amer-
ica hardest by eliminating the jobs necessary for the economic viabil-
ity of rural and smalitown living. The last official report I signed as
Assistant Secretary of Agriculture in January of this year showed
that the number of farms fell below 8 million for the first time in the
107-year history of the U.S. Department of Agriculture. This is as
cl‘ong)m'ed with double that number, or approximately 6 million, in

046,

You will, I'm sure, hear from those who will discuss the major
causes of this continumF migration—the loss of job. This major cause
is accurate; but, I would like to concentrate on a refinement of this
broad causal factor and analyze for you a loss that is not so frequently
discussed in the context of urban migration—a cause which has a com-
pounding or multiplier effect on the deterioration of rural America.

This main point or subpoint to which I refer is the loss of the entre-
preneur, Charles Kimball, president of Midwest Research Institute,
discussed the important role of this individual, the entrepreneur, in an
address to the National Manpower Conferenco in May 1968, which our
chairman here today chaired also,

I have noticed in previous testimony that Senator Pearson talked
about the loss of the unskilled and the superskilled. This is what we
a}ig tta]king about today. As I say, it has a compound or multiplier
effect,

In his address Dr. Kimball cited several examples of exciting
achievement in small communities by young men with drive, guts,
ability and vision who bucked the trends an({; built their businesses in
smallfown America, Some of those we have been hearing about this
morning.

These men surmounted the harsh odds against success—the ones
you've been hearing about such as transportation problems, untrained
manpower, distance from markets and resources, They bucked the odds

$ Mr. Davis’ prepared statement appears at p. 145,

s o i s -+
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and won because of their own abilities and because the incentives for
suecess were present, .

Entrepreneurs are still being bred and reared all over America
today. They are the reason why industrial expansion has continued at
such o historical rate—why the standard of living of most Americans
h{]lS reached undreamed of heights—why technology is probing the

rlanets,
! ‘The really ironic fact is that rural America is where many of these
business geniuses come from. But rural Ameriea does not offer the odds,
the rewards that wrban America holds forth, The result has been re-
ferred to asa “brain drain.”

Iowever, it is not exclusively brains that characterize the suecessful
entrepreneurs. It is a combination of human energy, pragmatism, dedi-
cation, knowledge and closure ability, the ability to bring a grouf of
apparently unrelated facts together to make a successful venture, This
critical loss I have therefore given the name “talent tide.”

Quoting Dr. Kimball in part from his reference speech, he states
the premiseas follows:

“We from rinal America want to be certain that in our massive
export of talent, which is still going on, particularly to the coastal
areas, that we try at least not to export the entreprenewrs.”

Dr. Poole mentioned the survey made of our engineering graduates
in Oklahoma, which I think is very significant in showing the extent
of this talent tide or talent movement from rural America,

Dr, Kimball also said, “Perhaps we ought to think about importing
some professional entrepreneurs who have already demonstrated their
abilities. Many of them might be persons who have left rural America
after their education, but could be attracted back and provide new
insights to the rest of us as well.”

Harvey Brooks, dean of engineering at Harvard, summed up the
importance of talent tide at the manpower conference in a very enlight-
ening remark:

The superior performance of the Amerlcan econommy Is due largely to this
greater capacity for innovation and for the utilization of new knowledge, in indus-
try and in academic researcli, We must find the institutional fnuovations and the
restrireturing of incentives necessary to call forth this Intellectural enteprener-
ship in new directions * * * so that new enterprises and new opportunities will
pull science and technology into social utilization.

The hill before the committee today is one which, we think, will help
reverse this talent tide from rural areas, The incentives for mdustrial
development. contained in the bill can begin to do for rural America
what NASA and the Department of Defense have done in attracting
talent to other concentrations of military resources, that we have spent
some $28 million on the NAS.\ program. This had dmwn the entre-
preneur and drawn the talent from rural America. I want to cite one
example here, the Nntional Defense Highway System. This is a truly
great engineering achievement and n monument to the mobility of our
commerce has caused the concentration of industry in the larger cities
served by the system. This adverse effect does not cause us to denounce
the system of interstate highways but only points up the need for incen-
tives liln another form to balance the location of joh-creating industry
as well,

Incentives in Federal programs and policies have been a tool used to
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great benefit in this country as Senator Iarris in some of his remarks
carlier had mentioned the historic use of incentives,

The goal of balancing our population—indeed of developing a na-
tional settlement policy—presented here should be the business of the
commiittee and it should go forward in developing this tax incentive
coneept as a way toward this goal.

I do not wish to discount the tremendous achievements already ac-
complished by this concerned Congress and previous Congresses for
the needs of rural America. Much has been done under past and present
programs to enrich the benefits of rural America. Of particular impor-
tance are the programs of rural electricity, soil and water conservation,
public facilities such as water and sewer and housing for rural areas,
and the boost. for planning under the Iconomic Development Act and
the National IHHousing Act.

Now that these programs we are talking about are in existence or
in the beginning stages of functioning, such as these electrical facil-
ities, water public facilities and planning, the incentives through tax
legislation can be much more effective—not a strained or artificial tool.
Such legislation can begin to rectify the imbalance of economic devel-
opment in .America. I suggest that this Rural Job Development Act
will complement these other programs. It could not do the job as well
without these previous programs. I want to emphasize that continua-
tion of these other programs are essential even if S. 15 is enacted, and
particularly the programs for regional, State, and multicounty plan-
ning. Existing programs must be stepped up and strengthened be-
canse industry, if it comes to rural America, needs the benefit of good
planning for the tax incentives to be effectively utilized.

Planning is essential if rural areas are to remain pleasant, if they
are also to be prosperous places to live. MRI, perhaps bezause of its
origins in the great heartland near the center of rural America, in
Kansas City, has worked over the past two decades hoth for small
communities, and for ITUD, and other Federal agencies on issues of
rural economic development. And we know that there is a great need,
first of all, to cease or stop dealing with small communities in the
aggregate, as though they were all tﬁe same, to recognize the different
kinds of communities. These differences can be recognized and studied
through planning, Much is to be learned by both Government and
industry in planiing the environment to enhance the quality of life
in rural areas,

This bill is not a panacea. But couple it with renewed emphasis on
planning and technological development and a new trend can and
will emerge—a renaissance in our rural areas,

Per,lraps this bill fits the oft-used phrase, “An idea whose time has
como.

The powers over fiscal policy held within this committee can help
restructure America. It ean stem the talent tide, which has the mul-
tiplier effect which causes or helps cause, in part causes the overall
migration. It should set out deliberately to do so.

Thank you, Mr. Chairman.

('The complete statement of Mr, Davis follows:)



145

STATEMENT OF TFD J, DAvVIS, CONSULTANT ON COMMUNITY DEVELOPMENT STRATEGY,
MipwEsT RESEARCH INSTITUTE, KANBABS CITY, Mo,

INTRODUCTION

The desirability for slowing rural/urban migration, indecd, the nccessity for
it has been Aramatically anad cloguently stated by Senators Penrson and Harrls
contemporancously with the introduction of the “Rural Job Development Act.”

The demogeapliers continue to project the {rend of cighty million more people
lving tn the metropolitan areas in the next thirty years. By the year 2000,
given present trends, we ean project 308 million people fn the U.S.: 74 million
in one metro areit along the Atlantie coast; 45 million in the California region;
74 million in the Great Lakes area; and 15 million in a Florida centered zone.

Do any of us really want to see this happen? Technology and automation which
ttre freeing man from hard labor have hit rural American hardest by eliminating
the jobs necessary for the economie viubility of rural and small town living. The
last officinl report 1 signed ns Assistant Secretary of Agriculture in January of
this year showed that the number of farms fell below three million for the first
time In the one hundred and seven year history of the United States Department
of Agriculture. This is as compared with donble that number or approximately
six milllon in 1946,

THE TALENT TIDE

You will, I'm sure hear from those who will discuss the major cnuses of this
coutinuing migration the luss of jobs, This major cause is accurate; but, I
would like to concentrate on n refinement of the brond causal factor and analyze
for you a loss that is not so frequently discussed in the context of urban migra-
tion—a cause which has a compounding or multiplier effect on the deterioration
of rural Ameriea,

This maln point or sub-point to which I refer is the loss of the entrepreneur.
Charles Kimball, president of Midwest Research Institute discussed the im-
portant role of this individual, the entrepreneur, in an address to the Natlonal
Manpower Conference in May, 1068,

In his address Dr. Kimball cited several examples of exciting achievenient In
small communities by young men with drive, guts, abllity and vision who bucked
the trends and built their businesses in small town America.

These men surmounted the harsh odds against sticcess—the ones you've been
hearing about such as transportation problems, untrained manpower, distance
from markets and resources. They bucked the odds and won pecause of their
own abilities and because the incentives for success were present,

Entreprencurs are still being red and reared all over America today. They
are the reason why industrial expansion has continued at such a bistorical rate—
why the standard of living of most Americans has reached undreamed of heights—
why technology is probing the planets.

The really ironie fact s that rural America I8 where many of these business
genjuses come from. But rural Amerlea does not offer the odds, the rewards
thatm u'l;han America holds forth. The result: has been referred to as a “Brain

However, it is not exclusively brains that characterize the successful entre-
preneurs. It 18 a combination of human energy, pragmatism, dedicatlon, knowl-
edge and closure ability, the abllity to bring a group of apparently unrelated
facts together to make a successful venture. This critical loss, I have therefore
given the name “Talent Tide.”

?ul(l)tlng Dr. Kimball in part from his referenced speech, he states the premise
as follows:

“We from rural America want to be certain that in our massive export of
talent, which is still going on, particularly to the coastal areas, that we try at
least not to export the entrepreneurs. There is need not only to keep those we
have, but to import some. You might look at this, if you will, as a sort of new
colonization. We now import from all scctions of the country skilled young per-
sons known as football or basketball players—from wherever we can find then.
And thelr contribution s supposed to provide a considerable measure of prestige
and aggrandizement to the schools which attract them. Perhaps we ought to think
about importing some professional entrepreneurs who have already demonstrated
thelr abilities. Many of them might be persons who have left rural America after
their education, but could be attracted back and provide new insights to the
rest of us as well.”
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Harvey Brooks, dean of engineering at Harvard summed up the importance
of talent tide at the manpower conference in a very enlightening remark:

“The superior performance of the American economy is due largely to this
greater capacity for innovatlor. and for the utllization of new knowledge, in
fndustry and in academic research. We must find the institutional innovations
and the restructuring of incentives necessary to call forth this intellectual
entrepreneurship in new directions * * * so that new enterprises and new
opportunities will pull sclence and technology into social utilization.”

RESTRUCTURING INCENTIVES

The bill before the committee today is one which, we think, will help reverse
this talent tide from rural areas. The incentives for industrial development
contained in the bill can begin to do for rural America what NASA and the
Department of Defense have done in attracting talent to other concentrations,

Too many times one federal program achieves the desired result without the
appreciation of the side-effects of the achlevement. Many programs accelerate
the talent travel out of rural Amcrica. For example: The National Defense
Highway system—a truly great engineering achievement and a monhument to
the mobllity of our commerce has caused the concentration of industry in the
larger citles served by the system. Thls adverse effect docs not cause us to
denounce the system of Interstate Highways but only points up the need for
lncen?lves in another form to balance the location of job-creating industry
aswell.

Incentives in Federal programs and policies have been a tool used to great
benefit in this country. There should be no reluctance to use these tools now
to foster a natlonal policy of rural/urban population balance. Historical prece-
dents include the Homestead Act, the Land Grant College Act and the Railroad
Iand Programs. These throughout our history gulded and directed the economics
of a great and flourishing nation.

The goal of balancing our population—indeed of developing a national settle-
ment pollcy—presented here should be the business of this Committee and it
sho;:ld go forward In developing this tax incentive concept as a way toward this
goal,

I do not wish to discount the tremendous achievements already accomplished
by this concerned Congress and previous Congresses for the needs of rural
America. Much has been done under past and present programs to enrich the
benefits of rural America, Of particular importance are the programs of rural
electricity, soil and water conservation, public facilities such as water and sewer
and housing for rural areas, and the boost for planning under the Economic
Development Act and the National Housing Act.

Now that the functioning, the incentives through tax legislation can be much
more effective—not a strained or artificial tool. Such legislation can begin to
rectify the Immbalance of economic development in Amerleca. I suggest that this
Rural Job Development Act will complement these other programs. However,
I want to emphasize that continuation of these other programs are essentlal even
it 8. 15 iIs enacted, and particularly the programs for Regional, State and multi-
county planning, Exlsting programs must be stepped up and strengthened be-
cause indusiry if it comes to rural America needs the benefit of good planning for
the tax incentives to be effectively utilized. Planning is essential if rural areas are
to remain pleasant, if they are also to be prosperous places to live, MRI, perhaps
because of its origins in the great heartland near the center of rural America in
Kansas City has worked over the past two decades both for amall commundities,
and for HUD, and other federal agencies on issues of rural economic development.
And we know that there is a great need, firat of all, to cease or stop dealing with
small communities in the aggregate, as though they were all the same, to recognize
the different kinds of communities, and their characterlstics, and there are many
elements of singularity. Much is to be learned by both governments at all levels
and by industry as well in planning our environment to enhance the quality of
life of our citizens..

This bill is not a panacea, But coupte it with renewed emphasis on planning and
technological development and a new trend can and will emerge—a renaissance
in our rural areas.

Perhaps this bill fits the oft-used phrase “an idea whose time has come.”

The powers over fiscal policy held within this Commlittee can help restructure
Amerlea. It can stem the Talent Tide—it should deliberately set out to do so.
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Senator IIarris. Thank you, ‘Ted. I hope you are right that this is
a bill whose idea has come.

I really do think there is more and more support for at least the
thrust of this bill—when I first started talking about the idea of it 4
or b years ago, I ran onto quite a few people who saw it simply as a
}mrochinl interest of mine and one which simply was of benefit to Okla-
ioma and not really of any national significance. But when I was
traveling around the country as a member of the Kerner Commission,
we used to hear over and over from big city mayors, if you fellows
would quit sending us all your people, you would make our jobs at
least somewhat easier.

So now I begin to find a lot of people, rural and urban, talking about
these problems,

In your own experience as Assistant Secretary of Agriculture I
know that Orville Freeman spoke out on this subject a great deal, and
in your new capacity, particularly as a consultant to Midwest Re-
search Institute, with which I am quite familiar and for whom I have
a tremendous regard, do you find any growing feeling that we ought
to do something about this problem as national le?islation?

Mr. Davis. I certainly do. Of course, what T think, and a Senator
mentioned it earlier this morning, this is a national policy, I think
we have to establish a national policy and many have called for it, in-
cluding Mr. Freeman, and in our conferences, our executive confer-
ences within the Department of Agriculture, we talked a great deal
about a national policy.

I alluded here in my earlier remarks to some of the tremendous in-
centives created as & byproduct to other essential programs such as
Interstate Highways, NASA, defense spending, and so on. It seems
that these are absolutely the essential, but the byproduct in many,
many instances has been strip{)in r our rural areas or unaffected areas
of not only numbers of people, gut the talented people as well, our
graduates of the universities and colleges. I do get this feeling that we
do need a national policy on this goal.

We know that the Defense Department in some of its Frevious legis-
lation has attempted to put some incentive to location of sub-contracts
in certain areas, and so on, small business, but I think we have not come
to the point where we recognize the importance of a national settle-
ment policy. This is what I think is a big necessity, both in my work
as Assistant Secretary of Agriculture and now in my new capacity
with MRI.

Senator Hareis. I feel the same way, that part of it has been uncon-
scious policy. I think also we have had some conscious policy of trying
to move people into the cities. I can recall a public ofticial not too many
years ago who said it would be a great thing if people would move on
into these cities, their incomes will go up and they will be able to be
employed. But think also, and this is tough to get at, there has been a
lot of unconscious policy.

You mentioned the Higglway Act which itself is designed in sucha -
way as to increase this urbanization, It is not satisfactory to let these
things accidentally happen. You have to go back now and begin to
look at all of these policies, as well as provide new incentives which I
think we are beginning to do here,

Mr. Davie. As I mentioned, these other programs, as essential as
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they are, and I think the Interstate Highway System is one of the most.
marvelous engineering feats this country has ever had, but it is an
incentive, Let’s build another incentive for those rural areas that do
not benefit directly—all of them benefit, of course, indirectly. But
most. of these people and businesses want to be along that highway. T
think it is a compensatory, an incentive to conform with the national
policy of decentralization that we have to balance.

Senator Harris. I think it is quite right, what you point out, too,
that this bill is not the total answer. There are a lot of other things
that you are interested in and that you allude to here. That is why I
think the major thing is that we decide whether we are going to do
this, or whether we are going to continue to drift along on it. As I in-
dicated earlier today, some countries are beginning to think about this
business of decentralizing their population as sound national policy.
And if we decided that we also wanted to do this in the United States,
then this bill would not be all we would want to do. We would want
to do some other things too as you have indicated.

Mr. Davis. We want to look at some of these other programs to see
what side effects they have on the national policy. We want to estab-
lish those, .

Senator Harris. I thank you for coming here. We appreciate your
testimony.

Tolthe degree they are here, I think we might proceed into the after-
noon list.

I understand that Mr, C. H. Schooley, Washington Representative
of the Independent Bankers Association of America, will not be pres-
ent to tdestrify. His testimony may be inserted in the record when it is
received.

(The statement of the Independent Bankers Association of Amer-
ica, submitted by Mr. C. Herschel Schooley, Washington manager,
appears at page 216,

Senator Harris. Mr. George S. Bullen?

Mr. BurLexn. Yes, Iam., ]

Senator Harnis, We may proceed with you at thistime, .

Mr. Bullen is the legislative director of the National Federation of
Independent Businesses.

STATEMENT OF GEORGE S. BULLEN, LEGISLATIVE DIRECTOR,
NATIONAL FEDERATION OF INDEPENDENT BUSINESS, INC,
WASHINGTOR, D.C.

Mr. Bunren. Mr. Chairman, in the interest of time, since I have
a long statement, I will merely read the summary on the first page,
unless you want me to read the whole statement. ,

Senator Harris. Without objection, the entire statement will appear
in the record along with the attachments.

Mr. Burren. T am George S. Bullen, legislative director of the
National Federation of Independent Business, I appreciate the op-
portunity to appear before your committee today. . .

Asthe socioeconomic problems of the inner city derive their nourish-
ment, in part, from the continuing influx of unskilled labor which
finds its way into the inner city ghettos, corresponding economic prob-
lems in the rural areas are intensified by the departure of local resi-
dents, failure of family farms, and closing of many businesses which
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find they can no longer continue to operate profitably in sparsely
populated areas.

Existing Government programs have not heen able to stem the cur-
rent outmigration, nor have they filled the job creation need extant.

The private sector, with tax incentive help such as is proposed in
S. 15 can do much to fill the gap. Stemming the outmigration will
create job incentives, will strengthen existing businesses, and will
return rural America to n degree of economic prosperity. Business
will follow people and the demand. A corollary effect will be felt
in the iruer city. As the influx into the cities decreases, a proportionate
lessening of city problems will follow.

In conclusion, Mr. Chairman, we in the association itself feel very
stron%ly that the proposals embodied in S. 15 are vitally needed if
something is to be accomplished in restoring some semblance of eco-
nomic prosperity to rural America. Further, we feel that enactment of
this legislation will serve as a strong dose of lpreventive medicine in
curing the ills we face in the urban and central city areas. Tax incen-
tives aimed at keeEing people out of the overcrowded cities cannot
but help reduce the incidence of abject poverty, joblessness, and
despair so prevalent in the ghetto today. At the same time, it will
accomplish its aim of keeping the smaller towns and rural communi-
ties of America alive.

S. 15 and its companion proposals can well be hailed as pieces of
legislative foresight aimed toward preventing economic strife rather
than attempting to correct the problem after the damage is done.
‘Without this ty]fe of help we fear that the problems we face in these
areas today will be inconsequential compared to the sociceconomic
problems faced by future generations.

That concludes my statement, Mr. Chairman. I will answer any
questions you may have.

Senator Hanris. I agpreciate very much your coming here and your
oxcellent statement which I have had an opportunity to look over.

I notice that you have listed here in one of the attachments which
will be made a part of the record, the result of a poll taken on whether
or not geople would support a tax credit with regard to the redevelop-
ment of rural areas.

Mr. BuLLeN. Yes, we iiave. We have polled several times on that, Mr.
Chairman. Each time, our members have favored it. We have 267,000
in 50 States and they are fairly representative of all small businesses
throughout the country.

Senator Harrs, I think that, too, is especially helpful to us and
meaningful to us in this committee as we consider this legislation.

I certainly do appreciate your coming here to present it.

Mr. BurLen. It wasa pleasure, sir.

Senator Harris. Thank you,

(The prepared statement of Mr. Bullen follows:)

SUMMARY OF STATEMENT OF GEORGE S. BULLEN, LEGISLATIVE DIRECTOR, NATIONAL -
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D.C.

IN FAVOR OF REVITALIZING RURAL AMERIOA

As the soclo-economic problems of the inner city derive their nourishment, in
part, from the continuing influx of unskilled labor which finds its way into the
inner city ghettos, corresponding economic problems in the rural area are intenst-
fled by the departure of local residents, failure of family farms, and closing of
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they are, and I think the Interstate Highway System is one of the most.
marvelous engineering feats this country has ever had, but it is an
incentive. Let’s build another incentive for those rural areas that do
not henefit directly—all of them benefit, of course, indirectly. But
most of these people and businesses want to be along that highway. I
think it is a compensatory, an incentive to conform with the national
poliey of decentralization that we have to balance.

Senator Harris. I think it is quite right, what you point out, too,
that this bill is not the total answer. There are a lot of other things
that you are interested in and that you allude to here, That is why I
think the major thing is that we decide whether we are going to do
this, or whether we are going to continue to drift along on it, As I in-
dicated earlier today, some countries are beginning to think about this
business of decentralizing their population as sound national policy.
And if we decided that we also wanted to do this in the United States,
then this bill would not be all we would want to do. We would want
to do some other things too as you have indicated.

Mr. Davis. We want to look at some of these other programs to see
what side effects they have on the national policy. We want to estab-
lish those.

Senator Harris. I thank you for coming here. We appreciate your
testimony.

Tolt};: degree they are here, I think we might proceed into the after-
noon list,

I understand that Mr. C. H. Schooley, Washington Representative
of the Independent Bankers Association of America, will not be pres-
ent to t;stify. His testimony may be inserted in the record when it is
received.

(The statement of the Independent Bankers Association of Amer-
ica, submitted by Mr. C. Herschel Schooley, Washington manager,
apgearsat age 216.)

Senator Harris. Mr. George S. Bullen?

Mr. BuLLeN. Yes, Iam,

Senator Harris. We may proceed with you at this time.

Mr. Bullen is the legislative director of the National Federation of
Independent Businesses.

STATEMENT OF GEORGE S. BULLEN, LEGISLATIVE DIRECTOR,
NATIONAL FEDERATION OF. INDEPENDENT BUSINESS, INC.,
WASHINGTON, D.C.

Mr. Borrex. Mr. Chairman, in the interest of time, since I have
a long statement, I will merely read the summary on the first page,
unless you want me to read the whole statement.

Senator Harris. Without objection, the entire statement will appear
in the record along with the attachments.

Mr. Burien. I am George S. Bullen, legislative director of the
National Federation of Independent Business, I appreciate the op-
portunity to appear before your committes today. . ]

As the sacioeconomic problems of the inner city derive their nourish-
ment, in part, from the continuing influx of unskilled labor which
finds its way into the inner city ghettos, corresponding economic prob-
lems in the rural areas are intensified by the departure of local resi-
dents, failure of family farms, and closing of many businesses which
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find they can no longer continue to operate profitably in sparsely
populated areas.

Existing Government programs have not been able to stem the cur-
rent. ontmigration, nor have they filled the job creation need extant.

The private sector, with tax incentive help such as is proposed in
S. 15 can do much to fill the gap. Stemming the outmigration will
create job incentives, will strengthen existing businesses, and will
return rural America to a degree of economic prosperity. Business
will follow people and the demand. A corollary effect will be felt
in the inner city, As the influx into the cities decreases, a proportionate
lessening of city problems will follow.

In conclusion, Mr. Chairman, we in the association itself feel very
strongly that the proposals embodied in S. 15 are vitally needed if
something is to be accomplished in restoring some semblance of eco-
nomic prosperity to rural America. Further, we feel that enactment of
this legislation will serve as a strong dose of preventive medicine in
curing the ills we face in the urban and central city areas. Tax incen-
tives aimed at keeging people out of the overcrowded cities cannot
but help reduce the incidence of abject Koverty, joblessness, and
despair so prevalent in the ghetto today. At the same time, it will
accomplish its aim of keeping the smaller towns and rural communi-
ties of America alive. , , .

S. 15 and its companion proposals can well be hailed as pieces of
legislative foresight aimed toward preventing economic strife rather
than attempting to correct the problem after the damage is done.
Without this tyl[l)e of help we fear that the problems we face in these
areas today will be inconsequential compared to the socioeconomic
problems faced by future generations.

That concludes my statement, Mr. Chairman. I will answer any
questions you may have.

Senator Harnis, I agpreciate ver{ much your coming here and your
excellent statement which I have had an opportunity to look over.

I notice that you have listed here in one of the attachments which
will be made a part of the record, the result of a poll taken on whether
or not ¥eople would support a tax credit with regard to the redevelop-
ment of rural areas.

Mr. BuLLEN. Yes, we have. We have polled several times on that, Mr.
Chairman. Each time, our members have favored it. We have 267,000
in 50 States and they are fairly representative of all small businesses
throughout the country.

Senator Harnris. I think that, too, is especially helpful to us and
meaningful to us in this committee as we consider this legislation,

I certainly do appreciate your coming here to present it.

Mr. BuLLen. It wasa pleasure, sir.

Senator Harris. Thank you.

(The prepared statement of Mr. Bullen follows:)

SUMMARY OF STATEMENT OF GEORGE 8. BULLEN, LEGISLATIVE DIRECTOR, NATIONAL -
FEDERATION OF INDEPENDENT BUSINESS, WAsHINGTON, D.C.

IN FAVOR OF REVITALIZING RURAL AMERICA

As the soclo-economic problems of the inner city derive their nourishment, in
part, from the continuing influx of unskilled labor which finds its way into the
Inner clty ghettos, corresponding economtc problems in the rural area are intenst-
fled by the departure of local residents, fallure of family farms, and closing of
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nmany businesses which find they can no longer continue to operate profitably in
sparsely populated arcas.

Existing Government programs have not been able to stem the current out
migratlon, nor have they filled the jJob creation needd extant.

The private sector, with tax incentive help such as is proposed in 8. 156 can do
much to fill the gap. Stemming the out migration will create job incentives, wilt
strengthen existing businesses, and will return Ilural Amerlca to a degree of
economlic prosperity. Business will follow the people and the demand. A cor-
ollary effect will be felt in the inuer city, As the inBux Into the citles deereases,
a proportlonate lessening of clty problems will follow,

Accordingly, the National Federation of Independent Business offers its full
support to the principles and objectives of S. 13.

STATEMENT OF GEORGE S. BULLEN

I am George 8. Rutlen, Legislative Director of the National Federation of Inde-
pm]uleut Rusiness. 1 appreciate the opportunity to appear before your Committee
today.

The Federation, founded twenty-six years ago, now represents more than
267,000 independents in nll flelds of enterprize. ‘T'hig means that, within the smatl
business community of this country, almost one out of every ninetcen existing
small businesses i3 a member of the ¥Federation. Our membership is representative
of nll facets of the buslness spectrum, A check of membership pereentagex in ench
business category will show that the composition of the National Federation of
Independent Business falls within a very few percentage points of the overall
makeup of the entire small business community. Therefore, we feel that we can
reasonubly say that the views expressed by onr members do vepresent a valid
cross svetion of the views of the whole sinall busines community.

Our legilative pollcles are determined by the direct vote of the membership,
using the Mandate ballot.

THE PROBLEM

During the past decade we have scen a population growth of over 15 par cent in
the metropolitan arcas of the country. During this snme period of time, our
“non-metropolitan” rural arcax, consisting of towns of less than 10,000 popula-
tion ml;l‘small villages and farms, experienced a population growth of only 3.3
per cent.

Thig slow growth rate in rural nreas ix attributed to a vapid decline in farm
population (about 4 million during the period 1060-1063), and a generat out
migratlon from the country to the cities.! As this out migration continues, we
find thiat the unskitled and aged tend to migrate to the central citfes, arcas which
are already faclng almost insurmountabdle soclo-economie problems. These ghetto
}lrob!ems have been vividly brought to the country’s attentlon during the past

eW YOHTS.

Unless some successful efforts nre made. aud suceceed, to stem thix {ide of ont
migrtion, we are going to sce an even greater polarization of the economie life
of the central or inner cltles, and the suburbs, with the central citles' problems
intensifying. We will also see a further decline in the small towns and rural areas
to a point where they will be unable to offer employment opportunities to local
residents, As this cyele continies, businesses will move oul, taking with them
the proiluctive eclenients, We are left with the less productive elements of the
popnlace, towns and villages with greatiy redueed tax bases and thally, com-
munitlies wholly fucapable of supparting themselves or of even providing basie
public services to whatever residents they may have left,

COPING WITH TIE PROBLEM

Although thie Federal Government has made great efforts during this decade
to cope with this problem, its results in terms of job creatlon for rural areas are
falling far short of the need, It has Leen estinated that there extsts an annnal
requirenient for the creation of some §50,000 vural, non-farm johz?

During the period 1001-1005, the Area Redevelopment Administration sue-
ceeded in creating some 05,000 new jobs in rural nreas. We are told that the

1 Advigory Commlission on lntorgorornmentq! Relatlons 100S-—Report entltled “Urban

and Rural America : Policles for Futire Growth.
#3 Advisory Cominlesion on Intergovernmental Relations 180S—Report entitled ""Urban

and Rural Amerlica : Pollcies for Future Growth.”
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Economle Development Administration has been able to create some 75,000 new
rural Jobs since 1083, The Department of Agrlenlture through many difterent
developtnent programs administered from 1961 to 1067 was able to creale some
216,000 new rural Job opportunities, Between 1059 and 167, the Smull Business
Administration, through its local development company loan program, has pro-
vided about 31,000 new jobs.

Recently 1 directed a letter to the Honorable J. Phil Campbell, Undersecretary
of Agrlculture, calling his attention to remarks made on the floor of the Iouse
by the Chalrimon of the House Small Business Conmitlee, the Honorable Joe
Evins of ‘Fennessee, when he tntroduced LR, 709, o bill similar to 8, 15,

In thelir reply, the Department stated that the objectives of the legislation
“have the full support of the Department of Agriculture.”

The lefter goes on to state that they now “estimnte that non-furin employment
opportunities hnve increased by around 200,000 anually In rurat and semi-rural
countles over the perlod 1962-1967". We have added this leller to our appendlx,
Mr. Chairman.

Iven though all of these programs hinve been successful 1o some degree, the
nggregate job creation comes nowhere near the estimated need of 500,000 per year.

PROMISES

Mr, Chalrman, during both the Democratic and Republican Natlonal Con-
ventions held last year, the Natlonal Federatlon of Independent Busiuess pre-
sented as part of its {estimony a plea for enactment of tax incentives for the
redevelopment of rural arcas. We sald in part “* * * our country is now, and
has for some time, been undergoing an ‘Agricultural Revolution®, which in many
ways may be more cruclal than the ‘Industrial Revolution’, of the 10th Century.”

Fifty years ngo thiree out of every ten of our people lived “on the farm”. Today,
fewer than one in ten does so.*

Twenty years ago, 36% of our native born population lived in rural areas.
Ten years ago only 209% did so.*

During these perlods there has been tremendous migration from rural to our
denely populated areas.

The causes have been many and varied. For instance, there is productivity:
while output per man hour was Increasing, generally, from an index number of
?g.ocl.n 1047 to 128.5 in 1966, farm output per man hour increased from 49.8 to

5.0,

Under these circumstances, and in view of the general increase in wage levels
experlenced, it Is only normal to assume that through thls perlod it has been
primarily the less-skilled who have made the trek from the farm. This has
contributed to the current “problem of the clties.”

There are those who contend that the solution to this “problem of the cities”
lles in programs providing for job training. There are claims that thousands
have been so tralned and now have jobs. But, it has been pointed out that new
thousands have moved {nto thelr places * * ¢ so there has developed a standoff.

The Federation does not take issue with the concept of job training for the
unskilled fn the clties. It does question, however, the ndequacy of this concept
as a complete solution to the problem at hand. It holds that unless the flight
from rural to urban America Is halted, the “problemn of the cities” may well
prove lnsoluble,

Along these lines, by vote of 03% to 20¢% our members committed the Federa-
tion to support a bill introduced {nto the 00th Congress by Re. Joe L. Evins
{Tenn.). Representatives Laurence J. Burton (Utah), Frank Horton (N.Y.),
Donald J. Irwin (Conn.), and Wright Patwan (Texas), have Introduced elther
slmilar or identlcal bills, This measure would encourage commercial and indus-
trinl development in distressed rural areas by offering, in effect and among other
helps, a double 7% Investment Credit to enterprises opening up new plants or
branches 1a these areas, in cases whereln such openings provide individually 20
or more additional job openings per unit. (These bills are quite similar to the
provisions embodled in 8. 15).

Payrolls generated, and services required, by such enterprises might be cx-
pected to spread thelr benefits through all lines of trade in such areas. The
experience of the Small Business Admioistration in its Section 502 (Local

4 Table 802, Statistical Abstract of the United States, 1067,
s Table 14, Btatietical Abstract of the United Btates, 1067
¢ Table 382, Hiatlotieal Abstract of the Unitad Siates, 1967,
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Development Loan) Program—which remains a source of hope along the lines
belng discussed—furnishes adequate proof of this contention,

For instance, the following examples have been offered as indicative of what
can be accomplished through use of the SBA Sectlon 502 powers:?

*In rural sectlons of this country, we provided funds to assist In the con-
struction of a roller bearing plant providing employment for 206 people,

“When & large steel company ceased its operations in n community of 11,000,
we provided funds to assist three new industries to establish in that commu-
nity, providing 85 job opportunitles, and finally,

“In still another rural section of this nation. we alded in the construction
of a hand-bag manufacturer, now employing 125 people in a town having a
population of 700 persons. In fact, the same local development company in that
town came to us for another toan to aid a manufacturer of men’s and boy's socks
employing in excess of 100 people.”

Factory employees, for instance, purchase grocerles, drugs, clothing, ete. Small
business in the retall and service trades are encouraged to expand and moder-
nize to meet mounting demands, And—Iimportantiy—in its 145 survey the Fed-
eration found that small businesses which expand and modernize provide addi-
tional job openings at a rate of 2 for every 1 created by businesses under-
go only normat growth,

In this connection, it must be emphasgized that an average new plant employ-
ing 100 persons provides community assets which Include:

100 more households with regular income.

§710,000 MORE per year in personal income,

$220,000 MORE per year in bank deposits.

$331,000 MORE per year in retail rales.

THRERE MORE retall establishments,

65 MORE persons employed in non-manufacturing jobs,
07 MORE passenger cars registered.?

To be meaningful, however, the job openings would have to be open to those
who, were they to migrate to the citles, would become a part of the hard-core
unemployed—the unskilled workers of marginal productivity in industry, as
these bills require.

According to our surveys, small businesses in these areas might be expected to
train this type of worker for the more demanding calllngs. In thelr response
to our 1068 survey, 63% of our members responded *'ves” to the question “Counld
yvou take unskilled people into your business and be prepared to traln them?'—
and the afirmative response ran from 73%9-74¢ among enterprises indlcating
primary involvement in manufacturing or wholesaling to 50% among enter-
prises indicating primary involvement in the professions.

For enterprises needing assistance, there conld be made nvailable the varlous
existing private-federal sector programs such as the “On-The-Job” apparatus of
the U. S, Department of Labor, In which thousands of small husinesses have co-
operated over the past several years, or specinl credits as proposed in Mr.
Horton's bill

It is not contended that these recommendations provide the sole, or even
a certain sotution to the problem of the cities. But it i{s contended that they
should be given a trinl, The concept I8 certainly within the scope of a growing
philosophy of government—private sector cooperation and of a larger degree of
local control over local affairs. It is generally in line, alse, with conclusions
reached by both Majfority and Minority members of the Joint Economic Committee
of the Congress.’

When the plntforms of both parties had been drawn up, they included in part—

The Democratic Platform: “The problem of rural poverty and the problem
of migration of poor people from rural arcas to urban ghettos are mainly
non-farm problems. The creation of productive jobs In small eitles and
towns can be the best and least costly solution to these problems, To
revitalize rural and small-town Amerla and to assure equal opportunity for
all Amerieans wherever they live, we pledge to * * ¢ Create new jobs hy
offering inducements to new enterprises—using tax and other incentives—
to locate in small town and rural areas"

* The Honorable Robert C. Moot, Administrator, Small Business Administeatlon, May 20,
8 Publication to “The People of Washington,” the Trading Stamp Industry of Amerlca,
* Page 8, 1068 Joint Economle Report, 90th Congress, 2nd Sesslon, Report No. 10186.
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The Republican Platform: “Success with (the solution of) urban problems
in fact requires acceleration of rural development in order to stem the
flow of people from the countryside to the city ¢ * ¢ (\We favor) a greater
involvement of vast privile enterprise resources in the improvement of
urban life, Induced by tax and other incentives ®* * * These principles as
urgently apply to rural poverty and decay”

Further, President Nixon, during his campaign was not unaware of the
problems facing rural America. On many occasions he made Interesting state-
wents Involving the use of the tax incentive approach. Ielow are three quotes
taken from the publication NIXON ON THE ISSUES:

“Tax incentives * * ¢ ghould be provided to those businesses that locate
branch oflices or new plants in poverty arcas, whether in the core cltles or in
rural America.

‘‘Free enterprise goes where the profits are. Tax incentives can place these
profits where the people are, and where the need is,

*QObviously the credits will reduce the revenues of the Treasury, at least In the
short run., Thereafter, as the economic fmprovements become cumulative and
new taxable Incowe is generated, the net costs to the Treasury will decline and,
in time, varnish.—“Nixon on the lssues,” NBC Rudio, May 2, 1808, Business
Week, Sept. 27, 1068".

It would seem, Mr. Chairman, that we have sound committments from the
Executive Branch to support the objective of your pill. We hope that thiese
commitments will manifest themselves in the form of actlve support for S. 15,

INDUSTRY SOLUTION

The small business community of this Nation, now about 5 million strong,
currently provides employment for more than 38 million people, or approximately
50% of the entire labor force of this country. As I sald in the forepart of this
statement, the Natlonal Federation of Independent Business represents some
267,000 businessmen, about 1/19 of the National total. A great majority of our
members are located in rural areas and we have found that thelr comuents
and past experience provide an excellent barometer on business employment
trends. We find that even among our members, employment is falling off. While
no single reason is given in explanation, a variety of reasons are held responsible.
Chief among these reasons are: increasing minimum wages, cost intlation, lack
of interested young entry level workers and restrictive government tax policles.

In spite of the current lag in job creatlon, we fell very strongly that independent
business can prove to be the chief catalyst in the effort to revitalize rural America
and in the effort to reverse or reduce the migratory trend from rural to urban
America. Given the proper opportunity climate, we feel that businesses will be
megirg tl}an happy to locate in rural areas, guaranteeing employment to the local
residents.

The Federation has been polling its nationwlde membership on Issues very
similar to S. 15 and we have found that our members are in strong support of the
proposal. In November of 1008, we presented this Issue to our members as n gen-
eral questign and found that 63% were In favor. Again in March of this year,
we polled our members on H. R. 799 which is quite similar to 8. 16 and found that
567% of our members supported it. Just this month we Included 8. 15 in our nien-
bership poll. Unfortunately, sufficient time has not lapsed for the returns to come
fn and be tabulated. As soon as these figures become available, we will be happy
to furnish them to the Committee, if you deslre.

So that you may see how we presented this fssue to our members, we have
included excerpts from our Mandate No. 333 showing the issue In brief, argu-
ments “FOR” and “AGAINST"” the proposal, and the natlonwide vote of our mem-
bers. Following this poll, the Federation issued a press release wherein we pro-
vided a state-by-state breakdown of the vote. We have included this state
tabulation page here for your information, and have further included the full
release as an appendix to this statement.
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STATE BREAKDOWN FIGURES—ENACT LEGISLATION TO ALLOW A 7-PERCENT TAX CREDIT TO ENCOURAGE
REDEVELOPMENT OF RURAL AREAS
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CONOLUSION

Here in conclusion, Mr, Chairman, we in the Federation feel very strongly that
the proposals embodied in 8. 15 are vitally needed if something is to be accom-
plished In restoring some semblance of economic prosperity to rural America.
Further, we feel that enactment of this legislation will serve as a strong dose of
preventive medicine in cuving the 1113 we face {n the urban and central city areas,
Tax incentives aimed at keeping people out of the overcrowded cities cannot but
help reduce the incidence of abject poverty, j'oblessness and despair so prevalent in
the ghetto today. At the same time, it will accomplish its aim of keeping the
smaller towns and rural communities of American alive.

8. 15 and its companion proposals can well be halled as pleces of legislative fore-
sight aimed toward preveniing economie strife rather than attempting to correct
the problem after the damage is done, Without this type of help we fear that the
problems we face in these areas today will be inconsequential compared to the
soclo-economic problems faced by future generatlons.

NATIONAL FEDERATION OF INDEPENDENT BUSINESS, INC.

SAN MATEO, CALIF.
THe BrIEF FAcTS

The scarecity of employment opportunities in rural and small town areas and
the concentration of industry into crowded metropolitan centers are twin probe
lems reflecting economic imbalance in the United States. One Congressional plan
to stimulate location of new enterprises in “small-town America"” would provide
tax incentives for businesses which establish new facilities in underdeveloped
areas, providing that at least 20 new jobs are created. This tax incentive approach
is favored by 83 percent of the independent business owners polled by the Natlonal
Feger?é;gn of Independent Business, and opposed by 31 percent with ¢ percent
undec .

A tax incentive program to induce economic expansion of rural and small-
town America could prove a most effective solution to the twin problems of
rural stagnation and urban over-concentration. More effective, perhaps, than
massive government spending programs.

That’s the prevailing opinion among the nation’s independent business proprie-
tors, revealed in a poll by the National Federation of Independent Business,
Sixty-three percent of the businessmen endorse a Congressional proposal to give
special tax treatment to firms which, when expanding, choose to put their new
plants or offices in non-urban areas.

These businessmen see it as a no-expenditure approach to the problem of eco-
nomie imbalance which is creating, on the one hand, “a rural wasteland” and
on the other, “an urban stum.”

Nationally, 31 percent of the proprietors oppose the plan and 6 percent are
undecided.

In (Name of State), —— percent approve the idea, —— percent dissent, and
—— percent have no firm opinion.

The proposal first made by Representative Joe L. Evins of Tennessee, Chair-
man of the House Small Business Committee, following committee hearings in
1967 has been reintroduced by him in the current session. Business owners then
favored it by a 2-1 margin,

Its major provisions are a 7 percent tax credit for machinery and equipment
costs (in addition to the present 7 percent investment tax credit now in effect)
and quick amortization of real estate expenses for companies when they estab-
lish branch operations in “small-town America,” provided that at least 20 new
Jobs are created. Tax allowances for training new workers from the immediate
area are also included.

Representative Evins believes this would help de-centralize the U.8. economy,
which has crowded 70 percent of the population into little more than 1 percent
of the land area,

He—and the businessmen—are concerned with the continued exodus of young
people from small towns to large citles. The Economic Development Administra-
tion has said the continued migration of job-seekers results from “the push of
poor rural conditions rather than the puill of urban economic opportunities.”

For every 177 rural youths reaching working age, the Department of Agricul-
ture has sald, there are only 100 new jobs. More than half a million non-farm

30-015—69——11
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Jobs l"lteeed to be created in rural areas each year to halt the farm-to-city migration,
experts say.

The rural job development program pushed by Representative Evins received
bi-partisan support late in the 90th Congress, and it fits in with President Nixon's
view that tax incentives to private enterprise can be an effective means of
achieving soclal and economic goals. The additional seven percent tax credit on
equipment plus the ‘“tax recovery” of real estate costs In five years would be
strong incentives for any expanding company.

Few of the independent businessmen who support the plan would be likely to
qualify for its tax benefits, which would go mostly to big business. However, those
in “small-town America” would gain indirectly by the location of new enterprises
in their communities.

In view of the depressed farm prices during a period of inflation, the National
Federation of Independent Business belleves the rural-atd bill should receive
prompt attention from the 91st Congress.

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,
Washington, AMay 1, 1969.
Mr. Georoe 8. BULLEN,
Legislative Director,
National Federation of Independent Busincss,
Washington, D.O.

DEeAR MR, BULLEN : Under Secretary Campbell has referred your letter of Febru-
ary 25 to me. My apologies for the delay in responding.

We very much appreciate your interest in Representative Evins' Rural Devel-
opment Incentive Bill, As I am sure you know, the objectives of this bill have the
full support of the Department of Agriculture. The arguments in favor of stimu-
lating noufarm employment opportunities outside metropolitan areas are, in our
opinion, most compelling.

Though the high level of our national prosperity has recently cont<ibuted to a
more rapld rate of growth in employment opportunities outside metropolitan
areas, there is much yet to be done. Thus, while we estimate that nonfarm emptoy-
ment opportunities have increased by aronnd 200,000 annually in rural and remi-
rural counties over the period 1862-687, we find that this barely matches the annual
decline fn farm labor requirements alone, The number of potential labor force
entrants exceeds the number of departures due to natural earuses by another
230,000 annually. Unless newly created jobs can be made avallable nearer their
present places of residence, a large share of these new entrants will have no alter-
nat!‘ve ggt to migrate to large population centers or to join the ranks of the under-
employed.

We In the Department of Agricultuer are committeed to seeing that these young
people are not constrained to the latter alternative. Job development will play
a key role, therefore, in our future strategy for area and regional development,

Thank you again for your expression of interest.

Sincerely,
ALFRED I.. EDWARDS,
Deputy Assistant Secretary.

_Senator Harris. I do not believe Mr. Tony Dechant is in the au-
dience.

Mr, John Shearer? . .

I think what we will have to do, then, is stand in recess until 2 p.m.

(Whereupon, at 11:30 a.m., the committee recessed, to reconvene at
2 p.m, of the same day.) :

AFTERNOON SESSION

Senator Harris (presiding). The commitee will be in order.

Our first witness for the afternoon is Dr. John Shearer, professor
of economics and director of the Manpower Research and Training
Center, Oklahoma State University, Stillwater, Okla.
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Dr. Shearer, I have previously said in these hearings that the Sub-
committee on Government Rescarch, which I chair, and Oklahoma
Stato University and IFord Foundation had joined together in spon-
soring the manpower conference in Stillwater last year, There has
been other references to it by other witnesses just again this morning;
there was reference to that conference and a_quotation made at it.
So I am grateful that you cared enough to be hers in person and

resent testimony on the part of yourself and Dr. Poole, who have

en deeply involved in this subject and, of course, were deeply in-
volved in that conference. . .

I think the fact that as this record is studied by members of this
committee and by the Senate and others, it will be recorded in the
record that you were here in person, that you cared enough to be here
in person, and that will add weight to your testimony.

o we are very pleased you are here and will be glad to hear from
you at this time.

STATEMENT OF JOHR SHEARER, PROFESSOR OF ECONOMICS AND
DIRECTOR OF MANPOWER RESEARCH AND TRAINING CENTER,
OKLAHOMA STATE UNIVERSITY, STILLWATER, OKLA.

Mr. Suearer. Thank yon very much, Senator, We appreciate the
invitation.

My name is John C. Shearer. I am professor of economics and
director of the Manpower Research and Training Center, Oklahoma
State University. I am testifying also on behalf of Dr. Richard W.
Poole, professor of economics and dean of the College Business Ad-
ministration, Oklahoma State University, who also was invited to
serve as a& witness. In order to conserve university travel funds I shall
present a statement which we prepared jointly. We would like to point
out that our testimony reflects considerable work related to this legis-
lation over the past 2 years in conjunction with our colleagues in eco-
nomics and agricnltural economics: Professors Leftwich, Sandmeyer,
Stevens, Tweeten, and Warner. Our testimony therefore is the result
of many views of the problems and the solutions to which the bill
addresses itself.

Over the past several years we have completed research in a number
of areas closely related to the bill: For example, a major study of the
very low labor force participation rates in the four-State Ozarks
region, studies of growth by economic sectors in Oklahoma and else-
where, comprehensive statewide studies of the supply and demand of
technically trained people, studies on rural economic development,
and studies on the rural and urban impact of the rural-to-urban popu-
Iation shift.

As you have J'ust mentioned, we were cosponsor with yourself and
the Ford Foundation in May of 1968 of the National Manpower Con-
- ference entitled “The Rural to Urban Population Shift: A National
Problem.” This conference was the first such recognition of the pop-
ulation shift as a truly national concern, in that the flood of rural
refugees both results from and contributes to the lack of rural op-
portunities while at the same time contributing substantially to the
aggravation of urban problems, Over 700 key people attended this
conference and it has stimulated considerable concern and research
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on these problems. The papers presented at the conference appear,
as you know, as a committee print of the Senate Committes on Gov-
ernment Operations,

The studies which we have conducted convince us of the great im-
portance of public policies to promote rural job development as a di-
rect antidote to thevgroblems of rural underdavelopment and of urban
overdevelopment. We are convinced that the use of tax incentives to
modify serious geographic imbalances in economic o?portunities will
promote economies of scale throughout the country, in both underde-
veloped and overdeveloped areas, by cncouraging the development
of the former. Such tax incentives will thus reduce the increasing dis-
economies of scale, That is to say, the higher cosis which now charac-
terize those areas of greatest concentration of jobs and population.

Without encouraﬁ'ement of industrial growth in the uncongested
areas we feel that the events of recent years clearly demonstrate that
the already great social costs of overconcentration, such as the costs
to the public of congestion and pollution, will increase still further.
We hasten to acknowledge that no one has reliable estimates of the
social costs of concentration. Nevertheless, we are convinced by de-
velopments throughout the country that these costs are already im-
mense and that they will continue to increase rapidly unless such
measures as those provided in this bill provide alternatives to in-
creasing concentration. The fact that geographic concentration of
industry is already %reat and continues to increase is strong evidence
that many individual firms continue to enjoy certain private economies
of scale associated with concentration in urban centers. Although, at
least in the short run, individual firms may benefit from concentra-
tion, it is probable that the economic advantages for individual firms
are far exceeded by the great social costs or diseconomies associated
with heavy urban concentration. In other words, we feel that the pub-
lic pays, in many economic and noneconomic wuys, vastly more than
private firms may save by continuing to congregate in already con-
gested aress,

The following are some illustrations of major social costs resulting
from the heavy concentration of jobs and population in urban areas:

1. TRANSPORTATION

Travel congestion on highways and in air facilities result in immense
wastes of resources, not the least of which is the tims of the millions of
})eople who experience serious delays between home and work on everK
husiness day. Costly remedies are being implemented, often wit
massive public subsidies, to improve urban and intereity mass transit
facilities: for example, the Bay Area Rapid Transit system, for which
theyv floated bond issues totaling a billion dollars, and the high-speed
raifroad developments for the Northeast Corridor, with heavy public
subsidies involved.

2. CRIME AND DELINQUENCY

The social costs of unsafe streets, unsafe homes, unsafe automobiles,
unsafe schools, et cetera, are incalculable and are increasing. Public
alarm is reflected in the increased resources being applied to police
and fire protection, especially in urban areas.



159

3. POLLUTION OF THE ENVIRONMENT

Ecologists properly decry the rapidity with which man is rendering
his air unfit to breathe and his water unfit to drink or to enjoy. These
problems are intimately associated with urban concentration, Mean-
ingful efforts to reverse the dangerous trends are usually very costly,

4, HEALTH

Although health services are concentrated where populations are
dense, the health of ghetto residents suffers not only as a result of
poverty but also from the lack of health services available to them in
the ghettos. There is increasing concern that more public resources
be used in congested urban areas to upgrade levels of health,

6. BLIGHT

Although the decay of inner-cities often assaults man’s esthetic sen-
sibilities, the associated rats and vermin assault his person and those
of his children, The reversal of the serious erosion of the quality of
urban life is a vastly complex and expensive public responsibility.

6. EDUCATION

There are few urban educational systems which have not suffered
deterioration in quality due to the pressures of population, especially
in ghetto areas, The costs to the Nation (and the costs to the individual
students) of overburdened urban educational systems constitute an
immense and undesirable legacy which we are imposing on the future.

Again, we cannot accurately estimate the costs, econonic or social,
associated with such diseconomies of scale, but each of us knows from
personal experience that these costs to individuals and to society are
already immense and that they are growing at alarming rates.

On the other hand, many rural aveas have major problems too, but
thess generally result from an opposite circumstance. Rural com-
munities seldom attain the level of economic activity which affords
them the advantages resulting from economies of scale. Fuithermore,
many of the high costs in rural areas result not from congestion but
from underutilization of existing facilities. We feel that in many of
the areas enumerated above, rural arveas can offer significant ad-
vantages, especially as they attain higher levels of economic activity
which will allow them to enjoy increasing economies of scale. These
economies can be attained bot hrou%h the creation of new supportin,
facilities and through higher levels of utilization for already install
facilities. For example: To enumerate the six points above in & rural
context.

1. TRANSPORTATION

Most highways outside metrogolitan areas are singularly uncon-
and can support considerably more traffic at no additional cost.

his is particularly true of the interstate highway system which will
soon connect virtually every area of the country. We also have a lot of
air out there. Not only are the skies uncongested, but so are the air-
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ports. Many rural communities, even of quite small size, boast air-
ports quite adequate for much higher levels of general aviation and
feeder airline traffic,

2, CRIME AND DELINQUENCY

Crime rates relative to population are invariably less in rural areas
than in urban areas. We expect that this will continue to be true.

3, POLLUTION OF TIIE ENYIRONMENT

Suffice it to say that there is still a lot of fine fishing and good
breathing available in our rural areas.

4. JIIEALTH

Although rural environments are generally more conducive to the
maintenance of health than are congested cities many rural areas are
too thinly po&mlated to support adequate health services. This is
another example of where a greater density of jobs and of people would
allow considerable economies of scale,

3. BLIGNT

Although many rural areas and towns have appreciable amounts of
of substandard housing and unsightly structures, their settings in
uncongested space offer alternatives of natural beauty which are
usuanlly inaccessible to urban dwellers.

0. EDUCATION

Here again, economies of scale with consequent improvements in
unlity are quite possible in public education in many rural areas.

That this is true was demonstrated by the historic movement to
consolidated schools.

Thus, although rural areas are often seriously disadvantaged by the
lack of economies of scale, the encouragement of new jobs for rural
areas will substantially increase the economies of scale available in
them. This will substantially reduce public and private costs in rural
areas while at the same time reducing the pressures and costs of in-
creasing urban concentration. Therefore, we stron%Iy support this
legislation which will encourage the development of alternative job
opportunities outside the already overconcentrated metropolitan
centers. It is clear that the problems of the lack of rural job oppor-
tunities and the problems of heavy migration of the poor to urban
slums are intimately associated. Therefore, we feel that such a pubiic
policy would benefit all parts of the Nation, rural and urban, while
enhancing the economic advantages which have contributed so much
to this country’s growth, Perhaps the best demonstration of the na-
tional nature of the need for rural job development is in the great
urban unrest and rioting, invariably associated with the poor and often
with those who recently migrated from poor rural areas where reason-
able economic opportunities have been scarce, L

We are uncomfortable about the limitation of eligibility to com-
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munities of less than 50,000. It might be advantageous to set the upper
limit at 100,000. However, due to a lack of specific evidence about
economies of scale we are not Rmﬁred to make a specific recommenda-
tion but suggest additional deliberation on this point by the com-
mittee, its staff, and advisers. .

The eligibility criteria would cover almost all non-SMSA. counties
in Oklahoma, and indeed in many other States. For example, using
1960 census data, two of the wealthiest rural counties, Kay and Wash-
ington, would qualify. On the other hand, some of the poorest rural
counties, such as Sequoyah, Le Flore, Osage, and Canadian, would not
be eligible because they fall within SMSA’s. The very broad eligi-
bility means that new economic activity would probably not be at-
tracted to the poorer areas. The 15 percent of poverty families criterion
might be increased in order to focus the incentives on poorer counties.
As now stated, the act might induce industry to enter a poor county
rnfht next to an ineligible county with a city of over 50,000 population
which might be a far more viable growth center.

Senator Harris, As you know, I feel that you have made some
worthwhile criticisms and su (iestions in those statements you have
just made about the criteria, I discussed those ideas with Senator
Pearson late last year, following my conversations with you and with
Dr. Poole. I appreciate very much the studies that you have made of
this bill and its application to specific situations in Oklahoma. Senator
Pearson felt that he wanted to go ahead and introduce the bill in
this form, but he said himself yesterday, as we began these hearinﬁs,
that he felt the eriteria would have to be looked at again very carefully
and I think he meant along the lines which you had previously

suggested.

f'ﬁej too. I think the criteria have to be worked with., He made clear
yesterciay, as I have nlso, that we are not bound to the specifies of thess
criteria or to overything in this bill. It is the general thrust of the
bill, the ideas of the bill, that we are very strongly for and we are
quite willing to try to work out any of these legitimate criticisms of it.

I think the one that you have just made is one which concerns us
probably most of all.

Mr. Suearer. Good. If we can be of further help, we will be very
pleased, As you know, Dick Poole, Art Warner and others have these
counity building block datn assembled which can test some of these
things as to how they might apply to our particular State. Unfortu-
nately, this short of thing is not available in other States. We have it
computerized. We can get outputs very quickly. We will be glad to be
of whatever service we can.

Rather than specify “Indian reservations,” it mjlght be preforable to
certify areas with high concentrations of disadvantaged minority
gron;l)s. For example, although Oklahoma has the second largest Indian
population, it has no reservations. Of course, there are areas in the
country, not so much Oklahoma, where there are high concentrations
of Mexican-Americans and what have you who might be deservmg“(;f
the consideration that is focused on Indian reservations as such. We
would advocate keeping the idea but not limiting it to that.

We suggest that the minimum of 10 new ;‘o might be too small
and that 25 might be a better figure. A higher limit would tend to
attract larger enterprises, most of which would not constitute threats
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to small local firms in the service industries, There might be a lot of
opposition if indeed, the bill does attract little, service-oriented firms.
ero the small towns might object strongly. A higher number-of-jobs
figure might remove a lot of opposition and generally, more significant
firms go into rural areas. . .
- We suggest. that the percentages of tax credits should vary with the
extent of poverty and/or unemployment in particula