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[Chapter 109, Resolves of 1956.]

Resolve providing for an Investigation and Study by the Legislative
Research Council relative to the Advisability and Feasibility op
the Commonwealth providing Loans to Local Industrial Development
Commissions.

Resolved, That the legislative research council is hereby authorized and directed
to make an investigation and study relative to the advisability and feasibility of
the commonwealth providing loans to local development commissions. In the
course of its investigation and study said council shall consider the subject matter
of current Senate documents numbered 287 and 291. Said Council shall report to
the General Court the results of its investigation and study by filing the same
with the Clerk of the Senate not later than the first Wednesday in December of
the current year. Adopted, June 7,1956.

Note. The above deadline for filing this report was subsequently deferred by
the General Court to not later than January 23, 1957.

C&e CommontoealtJ) of Ogassacijumts

RESOLVE AUTHORIZING STUDY.
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To the Honorable Senate and House of Representatives

Gentlemen: The Legislative Research Council submits here-
with a report prepared by the Legislative Research Bureau on the
basis of Senate document numbered 674, chapter 109 of the Re-
solves of 1956, relative to state loans to local industrial develop-
ment commissions.

The statute which created the Legislative Research Bureau
limited its activities to “statistical research and fact-finding.”
This report therefore contains only factual material without recom-
mendations or legislative proposals.

Respectfully submitted

MEMBERS OF LEGISLATIVE RESEARCH COUNCIL.

Sen. Charles W. Hedges or Quincy,
Chairman.

Rep. Michael F. Skerry of Medford,
Vice Chairman.

Sen. John E. Powers op Suffolk.
Rep. Rene R. Bernardin of Lawrence.
Rep. Walter F. Hurlburt of Greenfield.
Rep. Earle S. Tyler of Watertown.

LETTER OF TRANSMITTAL BY LEGISLATIVE RESEARCH
COUNCIL.
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To the Members of the Legislative Council.
Gentlemen: Chapter 109, Resolves of 1956, originally Senate,

No. 674, directed the Legislative Research Council to investigate
and study the advisability and feasibility of the Commonwealth
providing loans to local industrial development commissions.

The Legislative Research Bureau submits herewith such a re-
port. Its scope and content have necessarily been restricted by the
statutory requirements limiting Research Bureau output to factual
reports without recommendations or legislative proposals.

This report was prepared by Christopher J. Flynn, an Assistant
Professor of Business Law in the College of Business Administration
of Boston College.

Respectfully submitted

HERMAN C. LOEFFLER,
Director, Legislative Research Bureau.

die Commontuealti) of cpassaclni setts

LETTER OF TRANSMITTAL TO LEGISLATIVE RESEARCH
COUNCIL.
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Cbe Commontoealtb of s^assacjnisettg

By directive of the General Court, this report discusses financial
”and engineering aid by the Commonwealth to local industrial de-

velopment commissions and corporations.

Competition for New Industry.

Since World War II the various States have engaged in vigorous
competition for new industries. To attract them some States have
been offering inducements of various kinds of financial aid. These
inducements have ranged from local tax exemptions to the out-
right gift of land and buildings or their lease on a nominal basis.

This study is not concerned with factors other than financial and
technical assistance which influence management in the selection
of an industrial location. Among those additional factors, however,
it may be noted that Massachusetts is reasonably well favored as
to markets, labor and transportation.

While the number of industries lost to Massachusetts in these
competitive struggles is largely a matter of conjecture, there are
episodes which demonstrate that actual losses have been suffered.

Industrial Trends.

The nation progressed in terms of value-added by manufacture
by 63 per cent in 6 recent years. Over the same period Massachu-
setts had an increase of only 45 per cent. Not only are we thus be-
hind in relation to the nation as a whole, but we fall short of most

manufacturing areas by 5 to 37 per cent in this measure of
activity.

However, the picture is somewhat brighter than it has been in
the past. Massachusetts has recovered substantially from the set-
backs of 1919-1939, and current figures indicate that both the num-
ber of new plants and the number of new jobs are rising at the
present time.

SUMMARY OF REPORT.
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State and Local Programs.

The former small, part-time program of the State Planning
Board has been expanded by the State into the full-time activities
of the State Department of Commerce, with Divisions of Research,
Planning and Development, all devoted to attraction of new indus-
try and the expansion of existing industry. The Commerce Depart-
ment does not loan money, but it does compile useful information
for industrial development and acts in other ways to promote
expansion and development of industry, particularly small in-
dustry.

Local activities include promotional work in various communities
by their chambers of commerce. Since 1951 local development com-
missions have been doing such work under a number of legislative
enactments. 11ere again funds are found to be limited to carry out
their programs.

In financial strength Massachusetts has a splendid reputation and
resources. It has 120 national banks, 64 trust companies and 191
savings banks. The Boston Federal Reserve District is fourth in
banking power in the nation.

To supplement existing financial facilities for industrial develop-
ment the Massachusetts Business Development Corporation was
chartered by the Legislature in 1953. The function of this agency
is to make loans or to arrange loans for local industry when normal
banking channels are unable to do so.

Promotional Activities in Other States.
Two programs have been developed recently in the States of

Pennsylvania and New Hampshire to provide state financial aid
for industrial development. Both have set up a state authority
authorized to make loans or actively to proceed with the develop-
ment of specific areas to attract new industry. Other States use
revenue bonds or general obligation bond issues to provide
for development.

Federal Programs.

“Small business” may obtain financial aid under the U. S. Small
Business Act of 1953. A firm having less than 250 employees is
considered small, while one which employs 1,000 or more is large.
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The prime consideration regarding the small firm is that it must be
independently owned and operated and must not be dominant in
its field of operation.

Additional federal effort to assist industrial development gener-
ally is proposed under the provisions of at least two bills now pend-
ing before the Congress. These proposals require local participation.

Constitutional Problem.
The specific wording of the Constitution of Massachusetts and

decisions dating back to 1873 hold strongly against certain types
of aid to private individuals or corporations. Some parts of the
proposed legislation appear to be barred by the decisions and inter-
pretations of the Supreme Judicial Court.

But the court has held that if a public purpose is to be served,
the expenditure of public funds need not be barred by an incidental
benefit to individuals. At the present time the Housing Act and the
Urban Redevelopment Act are examples of public funds to rescue
decadent areas and the public power of eminent domain being used
in conjunction with private operators for the public benefit.

The constitutional problem of Massachusetts seems to be parallel
to that of the States of Pennsylvania and New Hampshire which
have similar prohibitions on the use of public funds. In both of
those States it has been found possible by the use of the authority
device to accomplish the end sought.

The principal rule which must be followed to avoid the consti-
tutional bar is to pursue a true public purpose. Unless this quali-
fication is met the court will not be inclined to approve the legisla-
tion. Finally, this public purpose must be the controlling purpose
and not merely an incidental result of a private benefit.

I



TRIAL DEVELOPMENT COMMISSIONS.

Legislative Background

Chapter 109 of the Resolves of 1956 (printed inside the front
cover of this report) directs the Legislative Research Council to
investigate the subject matter of the two following bills relating to
the advisability and feasibility of the Commonwealth providing
loans to local industrial development commissions. The basis of
this chapter was Senate, No. 674, which the committees of the two
branches, acting concurrently, recommended be adopted by the
General Court.

Senate, No. 287, filed by Sen. Mary L. Fonseca of Bristol, pro-
poses expansion of the activities of the Division of Planning of the
Department of Commerce of the Commonwealth to include pro-
vision of engineering services for preliminary borings to evaluate
the suitability of land in certain areas for industrial development.

Senate, No. 291, also sponsored by Sen. Mary L. Fonseca, asks
for a study of the advisability of providing local industrial develop-
ment corporations with loans from the Commonwealth.

Scope of Study.

This study considers the need for state industrial development,
aid in the State; the practice in other States: proposed federa"
programs; the current proposals in the State for engineering and
financial aid; and the constitutionality question relative to the
use of public funds for this purpose.

Research work by the Legislative Research Bureau included
study by a consultant of the reports of other agencies active in this

Cfce Commontoealtb of Q^assactuisetts

REPORT RELATIVE TO STATE LOANS TO LOCAL INDUS-

Chapter I. Introduction
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field; interviews with authorities in the fields of banking and
credit; correspondence with those active in local industrial commis-
sions already functioning; and analysis of the legislation adopted
by several States comparable to the aid proposed in the two bills
under consideration. Considerable attention was given to decisions
of the Supreme Judicial Court of Massachusetts which are relevant
to this study.

Chapter 11. Industrial Trends.
# .T This chapter provides general background information to assist
in judging the advisability and feasibility of state aid to stimulate
local industrial activities. Separate sections of the chapter com-
pare the trends of industrial developments here and elsewhere.

National and Regional Setting.

Throughout the nation, the value of manufacturing output in-
creased 63 per cent in the six years, 1947-1953.

This national average contains considerable fluctuation by re-
gions. Thus, the New England States increased their output by
only 45 per cent over the same period. The southern States with
51 per cent, and the mid-Atlantic States with 52 per cent did only
slightly better. Considerably greater progress was achieved in the
five east-north central States (Ohio, Indiana, Illinois, Michigan,
and Wisconsin) with 70 per cent. Much the greatest advance, how-
ever, was achieved in the three Pacific Coast States with output
rising sharply by 92 per cent. 1

Undoubtedly the larger southern increase reflects in part the de-
cline of the textile industry in New England, and its rise in the
South. This is borne out by a comparison of value-added by
manufacture in textile operations, using South Carolina and Massa-
chusetts as examples. On that basis, the former State gained 13
per cent between 1947 and 1953 (rose from $559 to $620 million),
whereas the latter State lost 25 per cent (the value-added is down
Trom $568 to $426 million). 2 In other words, whereas the two States
were practically identical in the scope of their textile industry only
nine years ago, South Carolina now has nearly half again as much
textile activity as has Massachusetts.

iThe Change in Industrial America, U. S. News <fe World Report, Jan. 27, 1956, page 48.
2 lbid., page 55.
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New England suffered a major decline in manufacturing activi-
ties in the two decades prior to World War II but has since made a
substantial recovery. According to the annual report of the Fed-
eral Reserve Bank of Boston for 1955, the region lost 18 per cent of
its firms and 26 per cent of its jobs between 1919 and 1939. Since
then from 1939-1953 the number of firms has increased from
16,000 to 23,000, or 48 per cent. It is emphasized that the re-
covery reflects the efforts of many private and governmental agen-
cies at regional, state and community levels to promote planning
and industrial diversification and redevelopment.

In the ten years ending June 30, 1955, New England ranked last
among the seven areas in the value of large contracts awarded for
new industrial plants (See Appendix A). The showing of Massa-
chusetts alone was about average for the decade, and considerably
above average for the year ending June 30, 1955.

Trends in Massachusetts.
Viewed against this national and regional setting, the trends in

Massachusetts are subject to both optimistic and pessimistic re-
actions which need to be considered by the General Court in decid-
ing on the aid which it should extend.

Factory construction projects (amounting to more than $lOO,OOO
each) during the ten years ending in mid-1955, showed Massachu-
setts ranking 24th among the 48 States, according to a recent anal-
ysis of industrial expansion made by the Commonwealth Edison
Company of Illinois on the basis of Engineering News-Record data.
In the last year alone of that decade, the Commonwealth fared
better, moving up to 12th among the 38 States reported. Similarly,
the city of Boston ranked 22d among 27 metropolitan areas in the
same type of building activity over the decade, but climbed to 7th
of the 25 reported for the single recent year, 1954-55 (See Ap-
pendix B). Obviously this area is improving its relative status
during the latest period reported with its “tight money” conditionA

This improvement is also emphasized in the trends reported by
the Massachusetts Department of Commerce for recent periods.
These figures, showing the erection of new or expansion of new
plants and the jobs thereby created, are summarized below from
the greater detail given in Appendix C. The tabulation also shows
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the jobs lost during the same period because of the contractions of
manufacturing concerns.

I II! Number of New 1 Number of Number of Jobs
Year, j or Expanded I Jobs i lost by

Plants. 1 added. ! Contractions.
.! | J

1954 311 14,165 | 4,666

1955 322 15,904 j 3,638

l9 mouths) 278 | 17,150 5,446

Similar favorable findings are shown by a survey of the growth
of manufacturing in Massachusetts which is reported in the 1955
report of the Federal Reserve Bank of Boston. This survey dis-
closed that new firms accounted for about a fourth of the new jobs
in local areas. Only about one-fifth of new factory jobs are traceable
to new industry entering from outside the State, according to the

me report
Branch plants were found to have provided slightly less than a

third of the entirely new manufacturing jobs of the past two years.
Branches of firms whose parent companies are located outside
Massachusetts accounted fi than half of these jobs.

ial is that Massachusetts is de-The significance of this m
pending 1 pon existing companies to provide new job oppor-

wealth does not seem to be sharing in thetunities. T.
expansion tc area of firms already set up outside the State.

Chapter 111. Promotional Activities Elsewhere.

What is the attitude in the States toward spending public funds
to stimulate industrial development? The best source of informa-
tion on this score is the Association of State Planning and Develop-
ment Agencies. This national organization exchanges material in

'%, s field among its members.
The Association concludes that many States throughout the

country are driving intensively toward locating new business within
their borders. This practice is not a new one by any means, but
the pace has been greatly accelerated since World War 11. Al-
though not all States have come forward with programs, only two
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of them California and Wyoming incline publicly to reject the
use of public funds to attract new plants.

Special inducements by state and local governments to attract
new industry or to expand old industry fall into five main cate-
gories, as follows; 1

1. Special tax exemption authorized by the State
2. Special tax exemption authorized by the community or city
3. Special tax levies, the receipts of which are used primarily to construct or

acquire buildings or sites; ft
4. Gifts of land or buildings, interest-free loans, or other rent terms by founda-

tions; and
5. Revenue bonds permitted for use in constructing or acquiring buildings and

sites.

The records of 33 States were reviewed in making the above
analysis. In 31 of them, including Massachusetts, some induce-
ments are used to attract industry. In at least 11 States six in
the South or Southwest some form of direct financial aid with
public funds is used either at the state or local level. This aid is
in addition to tax exemption programs on either a local or state
basis. In at least two other States a proposal to provide induce-
ments has been presented to the Legislature or to the courts for de-
termination. Whether the specific financial aid given by these
States has been a major causal factor in removing some industry
in Massachusetts to them is not completely clear.

Pennsylvania Authority.

The Commonwealth of Pennsylvania recently passed the Penn-
sylvania Industrial Development Authority Act (Act No. 537 of
1956) which is reprinted almost in full in Appendix D. The Au-
thority is given power to allocate funds and to make secured loans
to industrial development agencies to meet part of the cost of in-
dustrial development projects in critical economic areas. ThuS|
section 5 empowers the Authority:

To make, upon proper application of industrial development agencies, loans to
such industrial development agencies of money held in the IndustrialDevelopment
Fund for industrial development projects in critical economic areas and to pro-

'Report by Albert E. Redman, Director of Industrial Development, Ohio Chamber of Commerce. At
11th Annual Convention, Association of State Planning and Development Agencies at Boston. Mass., 1956.
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vide for the re-payment and re-distribution of such allocations and loans in the
manner hereinafter provided;

The power of the authority is limited, however, in that it cannot
at any time borrow money, or pledge the credit or taxing power of
the Commonwealth and any of its municipalities and political sub-
divisions. Its obligations may not become the responsibility of the
Commonwealth.

Section 8 of the Act authorizes an appropriation of $5,000,000 to
an Industrial Development Fund. The board members

of The Pennsylvania Development Authority consist of the heads
of four State Departments (the secretaries of Commerce; Labor and
Industry; Internal Affairs; and Banking) and seven additional
members appointed by the Governor (with the advice and con-
sent of the Senate) to represent the public interest.

The State Authority is authorized under the provisions of sec-
tion 6 of the Act to make loans to local development agencies in an
amount not in excess of 30 per cent of the estimated cost of the
project proposed by the local agency; provided, that the local
project accomplishes the public purpose of the Act. The local
agency must show that it has expended funds or applied property
equal in value to 20 per cent of the total project cost. In the event
that the project has not yet begun, it must show that it has funds
or property which are equal to 20 per cent of project costs before
it can apply to the State Authority for assistance.

In addition, the Authority must find that the local group has ob-
tained firm financial commitments from independent and respon-
sible sources, such as banks or insurance companies, for the other
funds necessary to complete the project in a successful manner.
Finally, before the State Authority may give assistance, it must
find that with the above funds and with the necessary machinery
and equipment provided by a responsible buyer or tenant, the
project is equipped to insure completion and operation of the plant

facility.
The Pennsylvania fund is a revolving fund designed particularly

to aid critical economic areas. With participation up to 30 per
cent of project costs on the part of the state officials, they expect
that the $5,000,000 appropriation will provide substantial economic
impetus to Pennsylvania. The Pennsylvania State Secretary of
Commerce in the following statement indicated their expectations,



SENATE - No. 640. [Mar.16

adding the hope that industries would be taken from New England
under this plan:

To kick the thing off we have a $5,000,000 appropriation. Let us assume that
it is all spent on new projects at 30 per cent of the construction costs. Let us also
assume that a 50,000 square foot building costs $6.00 per square foot. That means
52 buildings when you put the first mortgage money and the community money
together. If we assist in financing 52 buildings in Pennsylviana between now and
next May, we will be mighty proud and $5,000,000 will not seem like peanuts.

We will need prospects and perhaps we will have to come up into New EnglancL
to get them. 1 �

This official also indicated that a substantial part of the funds
would be used for the refinancing of existing facilities as well as
for the start of new ones. He concluded that the overall program
of the development authority would be a factor in attracting new
industry to Pennsylvania.

Mississippi Efforts.

The State of Mississippi has added 70 new industries in the
seven years ending in 1952, using various financial inducements
which include tax exemption. These new industries employ 22,000
persons, and provide about $45,000,000 in payrolls.

The statute which carries out the so-called program of BAWI
projects (Balance Agriculture with Industry) is as follows:

Section 1(e). The board is authorized and empowered to use and expend any
funds from state, federal or private sources coming into its hands for purposes of
this act. State funds appropriated for the board shall be expended in accordance
with the regulations governing the expenditures of other state funds.

Section 3. The board is hereby authorized to co-operate with the planning
commission and development board, or other similar agencies of other states, and
with county, municipal and regional planning commissions or other agencies
thereof, for the purpose of securing co-ordinated, economic development within
this state. 2

Unfortunately the BAWI program of Mississippi has attracted
at least one former Massachusetts business to its borders. The
episode is told in a Mississippi pamphlet which reads as follows:

Proceedings of the 11th Annual Convention, Association of State Planning and Development Agencle
pages 36-37, Boston, Massachusetts, June, 1956.

2 Balance Agriculturewith Industry Mississippi 1944 Law, House Bill 176, as amended by Senate Bill 180
and House Bill 495, Laws of 1952.
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Ludlow Manufacturing and Sales Company a Typical Example.

One of the many industries which have come to Mississippi under provisions of
the BAWI Law is the Ludlow Manufacturing and Sales Company of Boston,
Massachusetts, manufacturers of juteand carpet backing.

Ludlow became interested in Mississippi in 1951 and its vice-president,
A. H. Hodgdon, made an unannounced tour of the State in search of a proper
site for the company’s plant. Several communities were considered, but no de-
cision was made immediately. In the
engineering firm to make further studie.'
struction of the plant.

ipring of 1952 the company engaged an
and to take care of the design and con-

After many conferences, studies of the
the company selected a site just outside

sites and examinations of various factors,
if the corporate limits of Indianola in the

Mississippi Delta. One reason for selection of this site was the fact that it was
near the plant of the Alexander Smith Company at Greenville, which also took
advantage of the BAWI law through the issuance of 14,500,000 worth of bonds.

Leaders in the community and representatives of the Agricultural and Indus-
trial Board, utility companies and railroads worked with officials of Ludlow to
make all necessary arrangements for locating the new plant.

In a typical BAWI election, citizens of Indianola approved a 11,295,000 bond
issue to purchase a site and construct a building for the company. The vote was
1,697 for and 14 against the issue.

The city of Indianola and the Ludlow Company entered into a contract under
which the company will pay rental on the plant sufficient to amortize the cost
over a 20-year period.

New Hampshire Practice.
As is true elsewhere in recent years, the traditional philosophy of

drifting without any special effort being made to stimulate indus-
trial expansion seems to be changing. A good example is the ac-
tion of the New Hampshire Legislature in 1955, establishing the
Industrial Park Authority as an agency of the State. (Chap.
254: 14.)

The new statute provides that notes of the Authority may be
purchased by the State Treasurer; that Authority property is pub-
licly owned and therefore tax exempt, although the Authority can
make payments in lieu of taxes; and that Authority bonds are
guaranteed by the State of New Hampshire.

Hooksett Park.
The Authority has undertaken the development of the new

Hooksett Industrial Park of New Hampshire which represents the

BOSTON FIRM TO MISSISSIPPI.
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first use of public funds in New England to create a state industrial
district.

The first plant on this sits is now being completed and will be
occupied by the Raytheon Manufacturing Company of Waltham,
Mass. It will initially employ 200 workers to produce light elec-
tronic products. The actual plant area is 53,000 square feet, but
the company indicates it could be doubled to accommodate 800
employees.

The new Raytheon plant is the second expansion by the com-
pany outside Massachusetts. The company says that it lacks
space and manpower at its Waltham location.

To prevent the Authority from operating plants over long periods
of time and to keep the funds circulating, the law requires the Park
Authority to sell the plants to private enterprise as quickly as
possible.

In the Hooksett case a charitable foundation was organized by
the former owner of the land to buy back the developed site from
the Authority. The plan of the foundation is to lease to Raytheon
initially with hopes of selling the company. The foundation was
financed by a 8200,000 loan from savings banks after Boston and
New York commercial banks were found to be “saturated with
loans”, according to a spokesman. The financing reportedly is the
first large scale backing of an industrial plant by savings banks in
this country

TestimonyConnectic

icticut Development Commission
.chusetts because of similarity of
Chairman of that agency, Charles

The conclusions of the Conn
are of special interest to Mass?
background and conditions. The
F. Coates, recently wrote: 1

always leaned toward the utilization ofTradition in New England h
private funds for industrial development. New England communities have also
formed local industrial foundations, whether profit or non-profit. Such founda-
tions, however, have usually been established at the time of an economic emer-
gency caused by the closing of a plant or plants, principally in the textile industry.

The same official also discussed relative scarcity of funds in these
terms:

1Industrial Development, a magazine. January-February, 1955
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. . . Even large concerns which are well established may have difficulty in
securing adequate financing of new building from the customary lending agencies,
such as banks and insurance companies.

Other State Program;

Special financial arrangements offered in 18 other States to
stimulate industry include

Number of
States.

(1) Revenue bond financing (Ark., 111., Ky., N. Mex. [const, ques-
tion], N. Dak., Penn., Vt.) 8

(2) Tax exemption (Ariz., Md., and locally in Ga., Vt., and Mont.)
const, question o

[3) General obligation bonds on local or county basis (Ala., Miss,
La.) 3

(4) Gifts of building and site (N. Mex. 1
1(5) City ownership of buildings (Ariz.)

'total 18

Chapter IV. Federal Programs.

Small Business Administration.

Perhaps the most important federal aid program to business for
this study is conducted by the Small Business Administration.
This federal agency provides a three-fold service to small business;
assuring small establishments of a fair share of government con-
tracts, and providing financial, management and technical assist-
ance to small business.

What is a small business? The definition offered by the Small
Business Act of 1953 is that the business must be independently
owned and operated and must not be dominant in its field. Addi-
tional criteria include number of employees and dollar volume of
the business. In general, a smafi manufacturing firm with its
affiliates and subsidiaries employs under 250 persons; a large firm,
over 1,000. In the area between 250 and 1,000, the firm is consid-
ered large or small depending upon special conditions in the indus-
try concerned.

The first of the major services of the Small Business Administra-
tion assures that small concerns are awarded “a fair proportion of
the total purchases and contracts for supplies and services for the
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1)

government . .

.” The Congress has directed the Administration
(a) to co-operate with government purchasing agencies in deter-
mining what purchases should be made from small firms; (b) to
complete an inventory of productive facilities of small business
with war or defense potential; (c) to certify the capacity of small
firms to fulfill government contracts; and (d) to advise and guide
small business on how to sell to the government.

As to the important consideration of financial assistance, the
Congress has authorized the Administration to make small business
loans from a revolving fund of two categories: (1) disaster loans;
and (2) business loans. The former is not within the scope of this
study; the latter type of busine;
construction, conversion or expan
cilities, machinery, supplies or m
ital; or for other purposes which
economy.

s loan is made to finance plant
ion; to purchase equipment, fa-
aterial; to supply working cap-
promote well-balanced national

Types of Bit ness Loan;

Three categories come under the head of business loans
(1) “Deferred participation loan” with a bank or private cred

agency supplying the funds and the Small Business Administration
agreeing to purchase an agreed part of the unpaid loan upon notice
by the lending institution. The Small Business Administration par-
ticipates to a maximum of 90 per cent, and the lending agency is

tion based upon the percentage of
liding scale and is designed to en-

charged a fee by the Admink
participation. This fee is on
courage maximum participati by the private lender

ncial help is the “immediate par-
all Business Administration agrees

(2) A second category of
ticipation loan” wherein the Si
to purchase immediately a cert in percentage of a loan which has
been approved by it and the participating lending institution. This
type of loan cannot be made if a deferred participation loan is
available. Again the Small Business Administration is limited to
90 per cent participation.

(3) The third and most limited category is that of “direct loans”.
Here there is a limitation of $250,000 for most purposes when the
loan secures raw materials or supplies. This loan is made if the
banks and other lenders will not make a loan either directly or in
participation. Once granted, the loan may be purchased by any
financial institution.



1957.] SENATE No. 640. 21

I

able

The decision in individual cases to make the latter two lands of
loan is based more on a firm’s management ability and earnings and
credit record, than on tangible collateral.

Federal Loans to Massachusetts
Five business loans totaling $45,748 were made on a direct loan

basis to Massachusetts firms in the six months period ended De-
cember 31, 1955. All five were in the Greater Boston area. One
other business loan was made in the Commonwealth, an 80 per
cent participation loan to Mayhew Steel Products of Shelburne
Falls in the gross amount of $50,000.

Two other loans were cancelled in full, subsequent to approval by
the Small Business Administration. One of these loans, to a
Phillipston and Gardner firm, was a participation loan for a gross
amount of $20,000. The other was a direct loan of $35,000 to a
Northampton firm.

Total national activity since the inception of the Small Business
Administration, up to December 31, 1955, has been 1,437 business

,647. 1 Delinquency in excess ofloans with a gross total of $67,71
60 days ran at the rate of 1.7 pi Nt of total disbursements as of
December 31, 1955.

Administration is to make loansThe policy of the Small Bu
nders will not make a loan. Inonly in those cases whe i

each case of the above 1437 SBA isiness loans to the end of 1955, a
not a good commercial risk. De-borrower was involved who was

spite this adverse fact, the delii ncy rate in repayment of SBA
•d record indicates that many
nselves unable to obtain loan

loans is relatively small. This
small business fin

:cess if such funds are made avail-funds are actually capabk

Finally the role of the Small Business Administration is to pro-
vide management courses, leaflets, booklets, etc., on management
subjects, management counseling, give products marketing assist-ance and help with technical production problems. This area of
assistance is not included in tl rdv

ral ProposaiTwo Pending Fi
•egoing were introduced into theTwo proposals related to the f

Under one of them (U. S. Sen-second session of the 84th Congre
Administration. December 31, 19JBThird Annual Rep<
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ate Document 2892 of 1956 Smith Bill), Federal assistance would
be given to areas of substantial or persistent unemployment. The
program would help in planning and financing economic develop-
ment. It would enhance stable and diversified local economies
which really create new employment opportunities, rather than
merely cause transfers from one community to another.

The second lull (U. S. Senate Document No. 2663 of 1956
Douglas-Kennedy Bill), would assist communities, industries, enter-
prises and individuals in areas needing redevelopment. It would
enable them to expand and adjust their productive activity to al-
leviate substantial and persistent unemployment or underemploy-
ment, without reducing employment in other areas of the United
States.

Both of these senate programs have the same objective to in-
crease employment. The general methods adopted by the plans
are; loans, grants-in-aid, technical assistance and vocational train-
ing programs. The grants in the Douglas Bill would be in the form
of public works projects while the Smith Bill would extend the
urban renewal program of the Housing Act of 1949 to include
specific industrial development projects. The vocational training
provided would consist of a retraining program to take advantage
of old skills in new applications.

Patman Proposals.

The plight of small business in general is being emphasized by
U. S. Representative Wright Patman 1 who stresses that lines of
credit held by small firms have been decreasing rapidly under pres-
sure of rising Federal Reserve rediscount rates. The percentage of
businesses holding lines of credit is shown in the table on the follow-
ing page.

To correct this situation Air. Patman urges extension of the
activities of the Small Business Administration which is a source of
funds for new small businesses or for expansion of old small busi-
nesses. Of course, the Small Business Administration, as a federal
agency, cannot induce any firm to leave one area to relocate in an-
other area. If a firm has committed itself to a move beforehand,
however, the agency may make loans to enable it to operate in a

Congressional Record Appendix, August 20. 1956. Extension of Remarks of U. S. Representative Wright
Patman.
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new location. This agency has made few loans in the Massachu-
setts region, except under its distress or disaster loan program, dur-
ing hurricanes, floods and the like.

Proportion ofBusinesses with Lines of Credit

Per Cent With Bank Line.
Net Worth of Companies. I t~

March, 1955. ' March, 1950.

55,000 - $25,000 53 18
25,000- 100,000 82 44

100.000 - 500,000 94 79

500.000 - 1,000,000 99 98
1,000,000 - 2,500,000 99 98
2,500,000 up 99 99

Chapter V. Promotional Activities in Massachusetts.
Views on Massachusetts Possibility

Accomplishments in the promotion of industrial expansion ar
contingent in large measure on the
ness leaders. For this reason the

attitudes and initiative of busi-
following important views of a

few such leaders are given to illustrate the type of thinking which
the consultant of the Legislative Research Bureau came upon
rather frequently in making this study.

1. The President of the Prudential Insurance Company expressed
the following rosy viewpoint:

ill see a new industrial revolution in New
velop more in the next 20 years than dur-
listory; that the volume of business, em-
-70 will exceed by a wide margin the most

I predict that the next two decades v
England; that this area will give and d(
ing any comparable time period in its 1
ployment and income in this area in 19
optimistic estimates being made today. 2

2. The Financial Vice President of the New England Mutual
Life Insurance Company quoted the foregoing, then added the
statement:

We are trying to find solutions for our problems and trying to exploit to the
utmost the favorable factors that are inherently ours. 3

IFrom Survey of 727 manufacturers and 127 banks by Standard Factors Corporation.
2 Remarks by Carroll M. Shanks, President ofPrudential Insurance Company, before the Greater Boston

Chamber of Commerce. Autumn, 1954.
Proceedings Second Annual Conference on Economic Problems of the Boston Area, Boston College, Col-

lege of Business Administration, Chestnut Hill, Massachusetts, May 19. 1955.
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3. Those favorable factors are summarized in the following gen-
eral terms in a publication of the Associated Industries of Massa-
chusetts ;

Massachusetts has many industrial advantages. Outstanding among these are
our unexcelled educational and research facilities, availability of a skilled labor
force, efficiency of management and machinery, splendid living conditions, ade-
quacy of electric power and water supply, an excellent climate, a good labor rela-
tions record, available plant space, excellent state-wide transportation facili-
ties ....

1

*

lassachusetts Business Development Corporation.

As a step to fill the gap between need and existing facilities the
Massachusetts General Court granted a charter in 1953 to the
Massachusetts Business Development Corporation to help stimu-
late business. The purpose of this organization, as stated in sec-
tion 4, is as follows:

... to promote, stimulate, develop and advance the business prosperity and
economic welfare of the Commonwealth of Massachusetts and its citizens; to en-
courage and assist through loans, investments, or other business transactions in
the location of new business and industry in the Commonwealth and to rehabilitate
and assist existing business and industry; and so to stimulate and assist in the
expansion of all kinds of business activity which will tend to promote the business
development and maintain the economic stability of this Commonwealth, provide
maximum opportunities for employment, encourage thrift, and improve the
standard of living of the citizens of this Commonwealth; similarly to co-operate
and act in conjunction with other organizations, public or private, in the promo-
tion and advancement of industrial, commercial, agricultural and recreational de-
velopments in this Commonwealth; and to provide financing for the promotion,
development and conduct of all kinds of business activity in this Commonwealth. 2

The Massachusetts Business Development Corporation was able
to point after its first year of operation to a record of 32 loans to
22 industries for a total of $3,860,000. As of the end of business for
the year 1955, it could point to creation or maintenance of new jobs
and to the other results obtained in following cities of the Common-j,
wealth, all of which are classified as surplus labor areas. 3

While this activity represents a great contribution by the Massa-
chusetts Business Development Corporation, it still has not reached
its peak. As of the close of 1955 the corporation had outstanding

1Where Massachusetts Industry Stands Today. Associated Industries of Massachusetts, 1952.
Acts of 1953, c. 671
‘Third Annual Report, Massachusetts Business Development Corporation, Year Ended Dec. 31, 1956-



1957.] No. 640.SENATE 25

�

#

or undisbursed loan commitments aggregating $4,000,000. At that
time funds available for loans were 15,664,000. The Member In-
stitutions give them potential borrowing capacity of $10,565,000 if
$1,320,625 is paid in on the outstanding capital stock. This con-
stitutes a very important potential source of funds for the future.

Estimated
GoMMuxtTY. 1 j Ad

°

d(
S
d. p

4
Number, j Amount. ay

New Bedford 2 $1,200,000 1,400 | $4,900,000

Fall River ....... 1 60,000 69 j 241,500

Lawrence 4 955,000 i 3,823 [ 13,380,500

Lowell 2 j 212,000 1,105 3,867,500

Milford 2 ' 110,000 203 710,500

Southbridge ....... 1 i 80,000 60 210,000

Total 12 ! $2,617,000 6,660 $23,310,000
. I

Community Self-Help Programs.

In evaluating the position of Massachusetts and deciding on an
action program, it is the opinion of some that the need for financial
aid by the Commonwealth to its localities is not the primary re-
quirement. Rather the emphasis is placed on the need for a change
from a defeatist attitude to a will-to-win approach. Thus, recent
activities of local Chambers of Commerce and development au-
thorities are reported to have brought striking results in the two
Massachusetts communities of Waltham and Wilmington.

Waltham has conducted a continuous program since the 1930’s
to attract new' industry, successfully using brochures and other ad-
vertising methods for that purpose.

The town of Wilmington has deliberately sought industrial de-
velopment as a source of new tax revenue over the five years end-
ing with 1955. During that period industrial employment in Wil-
mington increased more than 300 per cent, industrial payrolls over
700 per cent, and taxable industrial valuation 900 per cent, accord-
ing to the Town Manager’s report on December 1, 1956.

These gains, it is stated, wr ere made without resorting to tax con-
cessions or special adjustments, without spending large sums of
money for advertising and promotion, and without any special ex-
penditures of public funds for municipal facilities.
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In community efforts such as the above the State Department of
Commerce provides help with advice and research facilities. The
work of this department, devoted in major degree to economic de-
velopment, is entirely advisory in nature. The agency has no
police powers.

Recent Development of Massachusetts Industrial Areas,

In the past three years 38 industrial areas have been developed
in Massachusetts by private capital. Some of these developments
have been the work of industrial realtors operating on a profit basis,
others have been accomplished by private citizens on a foundation
basis.

The developments range in size from the 10 acres of the Lawrence
Industrial Center, to 800 acres for the New Bedford Industrial
Park and Metropolitan Industrial Park of Canton. Some of these
developments are in full operation, others range from the planning
stage to various degrees of completion. Financially they also vary
between lease or leaseback, sale lease package, or sale only. The
zoning involved varies from light and commercial to heavy industry.

The case for the success of these industrial parks has been summed
up as follows •

The industrial development organizations have found that it is less costly to de-
velop buildings in a single central area than it would be to construct individual
buildings in many separated regions. Setting up public utilities, such as water,
gas and electricity for a group of buildings is no more expensive than to bring in
the same lines for a single industrial enterprise. l

Chapter VI. Constitutional Problem.
Even if the General Court approves the aid suggested in the two

Senate bills considered in this study, there remains the question of
whether the State Constitution would permit public funds to be
used as proposed. A long series of Massachusetts decisions, start-
ing with Lowell v. Boston in 1873 and continuing to the present
time, has held strongly against anjr public aid being given to pri-
vate individuals or private corporations.

This negative opinion is in keeping with the provisions of our
Massachusetts Constitution 2 which declares that “money raised

Frederick P. McCarthy in The Boston Globe, October 14,
Declaration of Rights: Article 10; Part 2, chapter 1, section 1; andArticles 4 and 11, chapter 2, section 1
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by taxation can be used only for public purposes and not for the
advantage of private individuals.” Opinion of the Justices, 231
Mass. 603, 611; see also Lowell v. Boston, 111 Mass. 454 (460-463);
Kingman v. Brockton, 153 Mass. 255, 258; Allydon Realty Cor-
poration v. Holyoke Housing Authority, 304 Mass. 288. The latter
case effectively sums up the preceding ones as leading cases, but as
the Court points out, does not set up any universal test.

Each case, according to the Court, must be decided with refer-
ence to its particular object and with reference to the elfect of the
object on the public welfare. There are many occasions when the
object has a double aspect in that it not only confers a public bene-
fit, but at the same time, it may pay money to private individuals.

When this situation occurs, is the particular activity barred by
the Constitution? The Supreme Judicial Court in Opinion of the
Justices, 313 Mass. 779 (1943) points out the following:

.... At any rate it is plain that an expenditure is not necessarily barred because
individuals as such may profit, nor is it necessarily valid because of incidental
benefit to the public

....

A question might therefore be raised as to whether the Senate
proposal to grant loans to local industrial development commissions
would be for a public purpose primarily, or merely for a private
purpose with an incidental public benefit. When the question is
posed in relation to the industrial development corporation, a spe-
cific constitutional provision appears to bar such activity.

Art. LXII, section 1. The credit of the Commonwealth shall not in any manner
be given or loaned to, or in aid of any individual, or of any private association, or
of any corporation which is privately owned or managed.

Unless the structure of the local development corporation is one
which provides for public ownership and management, this provi-
sion appears to prevent state grants to them for development pur-
poses, although the determination can, of course, only be known
when the Court itself speaks.

It should be observed that the local development commission,
since it is established as a public body, would be eligible for state
grants. However, in this situation broader powers would be re-
quired for the development commission in order to make them
effective instruments for further expansion. At present funds
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which they do acquire may be used only for advertising advantages
and for necessary travel.

The direct engineering aid suggested in Senate, No. 289, might
involve the same limitation as is suggested in regard to financial
aid to corporations. If the powers of industrial development com-
missions were expanded to include the acquisition and development
of industrial sites that is to purchase or condemn land, and erect
buildings on such land the engineering aid would appear to be
possible under the decisions cited in this report.

The principal area in which the State currently permits land to
be taken and resold for private use is in housing and urban redevel-
opment. The process in housing started with the Act of 1911 (607)
and has been constantly added to and modified through the year
The basic concept that conjunction of public housing with slum

clearance constitutes a valid exercise of the legislative power
granted in the Massachusetts Constitution (Part 2, chapter 1
section 1, Art, IV). This power was clarified in Allydonn Realty
Corporation v. Holyoke Housing Authority (304 Mass. 288)

The Housing Authority Law (Massachusetts Genera) Laws
chapter 121, section 261 and 46 following sections) and the Urban
Redevelopment Act (Massachusetts General Laws 121A) provide
for the redevelopment of decadent areas for slum clearance and for
the development of areas which have proved incapable of develop-
ment by private enterprise. The limitation here is that the area is
either a slum region or a decadent area in which redevelopment is
basically housing with additional appurtenant facilities, including
such use for business, commercial, cultural or recreational purposes
is may be approved by the housing board

f public aid is keyed to the public welfare con-
cept. In a number of decisions the Supreme Judicial Court has in-
dicated that where the public welfare is properly served, public
moneys may be expended. In both New Hampshire and Pennsyl-
vania, the courts and the legislatures have found the concept of
improved industrial development to be a necessity for the public
welfare

In an advisory opinion the New Llampshire Supreme Court held
that a development park authority, with proper administrative
hearing and determination of the public purpose, came within the
public welfare concept and was thus in the best interest of the State.
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The Court there pointed out (Opinion of the Justices, 99 N. H. 528)
that such a proposal had a double aspect,
... in that in some respects' it would confer a benefit upon the public and in
others it would result in benefit to private individuals. Such legislation is not
necessarily invalid . . . the question is whether it bears directly and immediately,
or paly,remotely, and circumstantially upon the public welfare . . .

What does this “public welfare” consist of in court interpreta-
tions in Massachusetts? It is not absolutely clear, but in the
Opinion of the Justices, 128 N. E. 2d 557, 561, the Court makes
the following comment:

. . . The term public welfare has never been and cannot be precisely defined.
Sometimes it has been said to include public convenience, peace and order, pros-
perity, and similar concepts, but not to include mere expediency. Op. of Justices,
234 Mass. 597, 603, 127 N. E. 525.

On this point of expediency the Supreme Judicial Court has more
recently expressed an opinion and in addition has pointed out that
although the courts will carefully consider all legislative recitals
concerning the situation which gives rise to a given legislative act,
the Constitution controls the Legislature as well as the Court.
The language found In re Opinion of the Justices, 332 Mass. 769,
126 N. E. 2d 795 is indicative of the first item mentioned above;
“.

.
. And it may be added that in general ‘necessity’ must give

way to the Constitution and not the Constitution to ‘neces-
sity’ . .

.

.”

Summing up, the Massachusetts State Constitution bars any
direct aid to any privately owned or privately operated corporation,
or to any private individual. At the same time it would appear
that the judicial interpretation of “public welfare”, and the de-
vices in use which have been approved by the Court, indicate a
possibility of court agreement that some type of public authority
could be used to accomplish the public ends sought in the proposed
legislation.

Careful note should be taken that the Court in such situations is
not impressed by mere statements of purpose which are introduced
to clear the way for legislation to be approved. Unless a true pub-
lic purpose is indicated, the record demonstrates that the Court
will not approve such legislation. Not only is a public purpose
necessary but the public purpose must be the controlling purpose,
and not merely an incidental result of a private benefit.
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[ln recent 10 and 1 year periods.]
[Source: Engineering News-Record.]

Ten Years ending June, 1955. One Year ending June, 1955.
Region.

Con- Value RQnlr Con- Value
tracts. | (Millions). KanK

- tracts. (Millions). Kan*

United States 5,232 $10,503 265 $1,020

New England ... 308 276 VII 27 53 V
Connecticut .... 144 110 27 9 11 19
Maine 14 15 41 4 11 21
Massachusetts 113 137 24 11 28 12
New Hampshire ... 10 4 46
Rhode Island .... 20 5 44
Vermont ..... 7 3 48 3 2 36

Middle East .... 844 1,780 IV 47 307 I
Delaware .... 37 160 19 4 79 4
District of Columbia 5 1 49
Maryland 83 80 33 5 11 20
New Jersey

.... 153 240 10 8 22 14
New York .... 126 217 13 6 16 16
Pennsylvania .... 396 880 2 18 77 5
West Virginia ... 44 198 16 6 99 2

Southeast .... 892 1,928 II 38 170 111
Alabama 90 223 12 2 1 38
Arkansas .....

41 153 22 2 2 35
Florida 99 169 18 1 15 18
Georgia 111 153 21 5 5 29
Kentucky
Louisiana .
Mississippi

42213 15 9

83 347 8
50 86

>0North Carolin:
South Carolin:
Tennessee

23124 155
25
17

78 135
88 180

Virginia 109 28

84 274Central
Illinois

1,678 3,368
531 575 20 29 10

7 66 6
575

Indiana
lowa .

176 337
53 147

9
23 3 31

Appendix A.

LARGE CONTRACTS AWARDED FOR NEW INDUSTRIAL
PLANTS BY STATES AND REGIONS.



SENATE —No. 640.1957,] 31

*

PLANTS

[ln recent 10 and 1 year periods Concluded

(Source: Engineering News-Record.]

Ten Years ending June, 1955. One Year ending June, 1965.

Con- Value Ran . Con- Value
tracts. , (Millions). < tracts. (Millions). Rank

$6OB $49 8

513 1,20

217 014 4 4
90

30 8

VI VII384

4

4

38

40

45
1

111 I
14
4 47

1.654 1 1

28V VI
114

4 3:

IS

STATES AND REGIONS Concluded
LARGE CONTRACTS AWARDED FOR NEW INDUSTRIAL
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[ln recent 10 and 1 year periods.]
[Source: Engineering News-Record.]

Ten Years ending June, 1955. One Year ending June, 195;
Metropolitan Are

Con- Value Ron . Con- Value D„,tracts. (Millions). tracts. (Millions). Kanfc

Total 2,395 $3,983 133 $355

Chicago-Gary .... 501 585 1 20 48 I 2
Philadelphia-Camden . 181 581 2 9 40
Detroit 97 419 3 7 30 5
Houston 170 380 4 3 48 1
Cleveland

.... 128 340 5 9 27 6

Los Angeles .... 200 242 6 11 10 11
New York-N. E. New Jersey . 159 232 7 8 17 8
Pittsburgh .... 114 219 8 4 6 14
San Francisco-Oakland . 122 155 9 3 11 9
Kansas City .... 42 90 10 3 3 21

St. Louis 108 80 11 4 4 18
Wheeling-Steubenville . 23 78 12 4 31 4
Baltimore .... 73 67 13 4 10 10
Minneapolis-St. Paul 77 64 14 5 18 7
Youngstown .... 32 62 15 2 7 13

Cincinnati .... 20 58 16
Milwaukee .... 75 58 17 4 6 15
Bridgeport .... 29 54 18 4 8 12
Toledo 40 53 19 2 4 20
Indianapolis .... 27 31 20 2 5 16

Buffalo 10 30 21 1 2 22
Boston 43 28 22 6 4 17
Atlanta 38 22 23 2 1 24
Providence .... 30 17 24 1 4 19
Albany-Schenectady-Troy . 4 12 25
Hartford 29 12 26 3 1 23
Seattle 23 8 27 1 1 25

Appendix B

LARGE CONTRACTS AWARDED FOR NEW INDUSTRIAL
PLANTS IN THE LEADING METROPOLITAN AREAS.
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1954, 1955 and 1956 (9 mos.).

[Source: Massachusetts Department of Commerce, Division of Research.]

Number Added Jobs

Activity,

1954. 1965. jjJg®, 1964, iqcc 1956
(9 Mos.)

I, New manufacturing con-
cerns which purchased
or leased space:

Establishedwithin State
Entered State (first time)

114104 81 4,360 5,342 3,067
9 1,150 1,895 76613 16

Total 130 90 7,237 3,82

II New construction
Newly built plants, ini

9 new T concerns above
Plant additions

3,662
2,17150 2,103 1,5j

Total 115 109 42C 3,440 5,833

111 New utilization by pur
chase or lease:

Relocations and new
branches . 53 2,395 3,374 465

Expanded plants 2,030

Total 3,000 ,495

IV New equipment
Expanded plants by new

facili 235 150

Total gains 311 322 15,904 17,16014,165

V Contractions and termi-
nations of manufac-
turing concerns:

Lost Job:

Contracted 3 1,062

Moved from State
Terminated .

10 676 1,283 124
1,800 4,67235 2,928

70 4,666 3,638 5,446Total losse 31 47

Appendix C.

MASSACHUSETTS INDUSTRIAL GAINS AND LOSSES,
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THORITY ACT (No. 537 of 1956).

To promote the welfare of the people of the Commonwealth by the reduction of
unemployment in certain areas of the Commonwealth determined to be critical
economic areas; providing for the establishment of industrial development projects
in such areas; creating the Pennsylvania Industrial Development Authority as a
body corporate and politic with power to allocate funds for and make secured loans
to industrial development agencies for the payment of a part of the cost of indus-
trial development projects in critical economic areas; authorizing the Authority
to enter into agreements with the Government of the United States or any Federal
agency or industrial development agency; empowering the Authority to take title
to, sell, convey and lease industrial development projects where necessary to pro-
tect loans made by the Pennsylvania Industrial Development Authority on in-
dustrial development projects; providing that no debt of the Commonwealth, its
municipalities or political subdivisions shall be incurred in the exercise of any
powers granted by this act; and providing for the examination of the accounts
and affairs of the Authority; and making an appropriation.

Section I. Short Title. This act shall be known and may be cited as the
Pennsylvania Industrial Development Authority Act."
Section 2. Findings and Declaration of Policy. —lt is hereby determined and

declared as a matter of legislative findings:
(a) That there currently exists in certain areas of the Commonwealth a critical

condition of unemployment and that such condition may well exist, from time to
time, in other areas of the Commonwealth;

(6) That in some areas of the Commonwealth such conditions are chronic and
of long standing and that, without remedial measures, they may become so in
other areas of the Commonwealth;

(c) That economic insecurity due to unemployment is a serious menace to the
health, safety, morals and general welfare of not only the people of the affected
areas but of the people of the entire Commonwealth;

(d) That involuntary unemployment and its resulting burden of indigency falls
with crushing force upon the unemployed worker and ultimately upon the Common-
wealth in the form of public assistance and unemployment compensation;

(e) That the absence of employment and business opportunities for the youth
of such areas is a threat to the strength and permanence of their faith in our Ameri-
can political and economic institutions and the philosophy of freedom on which
those institutions are based;

Appendix D.

EXCERPTS FROM PENNSYLVANIA INDUSTRIAL AU-
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(/) That unemployment and the absence of new economic opportunities in such
areas has caused thousands of workers and their families to migrate elsewhere to
find work and establish homes, and that this exodus has tended to reduce the tax
base of counties, cities, boroughs and other local governmental jurisdictions, and
impair their financial ability to support education and other local governmental
services;

{g) That security against unemployment and the resulting spread of indigency
and economic stagnation in the areas affected can best be provided by the pro-
motion, attraction, stimulation, rehabilitation and revitalization of commerce,
industry and manufacturing in such areas;

(h) That the present and prospective health, safety, morals, right to gainful
employment and general welfare of the people of the Commonwealth requires as a
public purpose the promotion and development within areas of critical unemploy-
ment of new and expanded industrial and manufacturing enterprises;

(i) That the device under which private community industrial development
organizations in Pennsylvania acquire or build industrial buildings with funds
raised through popular subscription, mortgage borrowing or otherwise, for lease
and sale to expanding industries has proven effective in creating new employment
and business opportunities locally, is in accord with the American tradition of
community initiative and enterprise, and requires and deserves encouragement and
support from the Commonwealth, as a means toward alleviation of unemployment
and chronic economic distress;

(j) That community industrial development corporations in Pennsylvania have
themselves invested substantial funds in successful industrial development projects
and experience difficulty in undertaking additional such projects by reason of the
partial inadequacy of their own funds or funds potentially available from local
subscription sources and by reason of limitations of local financial institutions in
providing additional and sufficiently sizable first mortgage loans;

(k) That there is a need to stimulate a larger flow of private investment funds
from banks, investment houses, insurance companies and other financial institu-
tions into such community industrial building programs in areas of chronic eco-
nomic distress;

(Z) That by increasing the number of community industiial building projects
presenting attractive opportunities for private investment in such areas, a larger
portion of the private capital available in Pennsylvania for investment can be
put to use in the general economic development of the Commonwealth.

Therefore, it ; s hereby declared to be the policy of the Commonwealth of Pennsyl-
vania to promote the health, safety, morals, right to gainful employment, business
opportunities and general welfare of the inhabitants thereof by the creation of a
body corporate and politic to be known as “The Pennsylvania Industrial Develop-
ment Authority” which shall exist and operate for the public purpose of alleviating
unemployment with its resulting spread of indigency and economic stagnation by
the promotion and development of industrial and manufacturing enterprises in
those areas of the Commonwealth in which conditions of critical unemployment
currently or may from time to time exist. Such purposes are hereby declared to be
public purposes for which public money may be spent.

Section 3. Definitions.
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Section 4. Creation, composition, appointment and term of members, and
reimbursement for necessary expenses.

Section 5. Powers of the Authority; General. The Authority, as a public
corporation and governmental instrumentality exercising public powers of the
Commonwealth, is hereby granted and shall have and may exercise all powers
necessary or appropriate to carry out and effectuate the purposes of this act, in-
cluding the following powers, in addition to others herein granted:

(a) To make determination and designation of critical economic areas;

(b) To co-operate with industrial development agencies in their efforts to pro-
mote the expansion of industrial and manufacturing activity in critical economic
areas;

(c) To determine, upon proper application of industrial development agencies,
whether the declared public purpose of this act has been accomplished or will be
accomplished by the establishment by such industrial development agencies of an
industrial development project in a critical economic area;

(d) To conduct examinationsand investigations and to hear testimony and take
proof, under oath or affirmation, at public or private hearings, on any matter
material for its information and necessary to the determinationand designation of
critical economic areas and the establishment of industrial development projects
therein;

(h) To make, upon proper application of industrial development agencies, loans
to such industrial development agencies of moneys held in the Industrial Develop-
ment Fund for industrial development projects in critical economic areas and to
provide for the repayment and redeposit of such allocations and loans in the
manner provided;

(J) To sue and be sued, implead and be impleaded, complain and defend in
courts;

(o) Without limitation of the foregoing, accept grants from, and to enter into
contracts or other transactions with any Federal agency;

(p) To take title by foreclosure to any industrial development project where
such acquisition is necessary to protect any loan previously made therefor by the
Authority and to sell, transfer and convey any such industrial development project
to anjr responsible buyer; in the event such sale, transfer and conveyance cannot
be effected with reasonable promptness, the Authority may, in order to minimize
financial losses and sustain employment, lease such industrial development project
to a responsible tenant or tenants; the Authority shall not lease industrial de-
velopment projects except under the conditions and for the purposes cited in this
section.

Provided, however, That the Authority shall have no power at any time to
borrow money or in any manner to pledge the credit or taxing power of the Com-
monwealth or any of its municipalities or political subdivisions, nor shall any of
its obligations be deemed to be obligations of the Commonwealth or any of its
political subdivisions.

Section 6. Powers of the Authority; Loans to IndustrialDevelopment Agencies.
When it has been determined by the Authority upon application of an industrial
development agency and for hearing thereon in the manner hereinafter provided,
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that the establishment of a particular industrial development project of such in-dustrial development agency in a critical economic area has accomplished or will
accomplish the public purposes of this act, the Authority may contract to loan such
industrial development agency an amount not in excess of (30%) of the cost or
estimated cost of such industrial development project, as established or to be es-
tablished, subject, however, to the following conditions:

(a) Industrial development projects to be established (i) the Authority shall
have first determined that the industrial development agency holds funds in an
amount equal to, or property of a value equal to, not less than (20%) of the es-
timated cost of establishing the industrial development project, which funds or

are available for and shall be applied to the establishmentof such project,
and (ii) the Authority shall have also determined that the industrial development
agency has obtained from other independent and responsible sources, such as banks
and insurance companies or otherwise, a firm commitment for all other funds, over
and above the loan of the Authority and such funds or property as the industrial de-
velopment agency may hold, necessary for payment of all the estimated cost of
establishing the industrial development project, and that the sum of all these
funds, together with the machinery and equipment to be provided by the respon-
sible tenant or responsible buyer is adequate to insure completion and operation
of the plant or facility.

(b) Industrial development projects established without initial Authority loan
participation (i) the Authority shall have first determined that the industrial de-
velopment agency has expended funds in an amount equal to, or has applied
property of a value equal to, not less than (20%) of the cost of establishing the in-
dustrial development project, and (ii) the Authority shall have also determined
that the industrial development agency obtained from other independent and
responsible sources such as banks and insurance companies or otherwise, other
funds necessary for payment of all the cost of establishing the industrial develop-
ment project, and that the industrial development agency participation and these
funds, together with the machinery and equipment provided by the responsible
tenant or responsible buyer, has been adequate to insure completion and operation
of the plant or facility: provided, however, that the proceeds of any loan made
by the Authority to the industrial development agency pursuant to this subsection
(6) shall be used only for the establishment of additional industrial development
projects in furtherance of the public purposes of this act.

Any such loan of the Authority shall be for such period of time and shall bear
interest at such rate as shall be determined by the Authority and shall be secured
by bond of the industrial development agency and by mortgage on the industrial

project for which such loan was made, such mortgage to be second*and subordinate only to the mortgage securing the first lien obligation issued to
secure the commitment of funds from the aforesaid independent and responsible
sources and used in the financing of the industrial development project.

Moneys so loaned by the Authority to industrial development agencies shall be
withdrawn from the Industrial Development Fund and paid over to the industrial
development agency in such manner as shall be provided and prescribed by the
rules and regulations of the Authority.
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All payments of interest on said loans and the principal thereof shall be deposited
by the Authority in the Industrial Development Fund.

Loans by the Authority to an industrial development project shall be made only
in the manner and to the extent as in this section six provided, except, however, in
those instances wherein an agency of the Federal government participates in the
financing of an industrial development project by loan, grant or otherwise of
Federal funds. When any Federal agency does so participate the Authority may
adjust the required ratios of financial participation by the industrial development
agency, the source of independent funds, and the Authority in such manner as to
insure the maximum benefit available to the industrial development agency, th(r
Authority, or both, by the participation of the Federal agency; provided,
that no such adjustment of such ratios shall cause the Authority to grant a loan
to the industrial development agency in excess of (30%) of the cost or estimated
cost of the industrial development project.

Where any Federal agency participating in the financing of an industrial de-
velopment project is not permitted to take as security for such participation a
mortgage the lien of which is junior to the mortgage of the Authority, the Authority
shall in such instances be authorized to take as security for its loan to the indus-
trial development agency a mortgage junior in lien to that of the Federal agency.

Section 7. Loan application requirements.

Section 9. Governing body.
Section 10. Payment and deposit of moneys.
Section 11. Conflict of interest prohibited.
Section 12. Limitation of Powers. The Commonwealth does hereby pledge

to and agree with the United States and any other Federal agency that in the
event that any Federal agency shall construct or loan or contribute any funds for
the construction, extension, improvement or enlargement of any industrial de-
velopment project, or any portion thereof, the Commonwealth will not alter or
limit the rights and powers of the Authority in any manner which would be in-
consistent with the due performance of any agreements between the Authority
and any such Federal agency, and the Authority shall continue to have and may
exercise all powers herein granted, so long as the same shall be necessary or desir-
able for the carrying out of the purposes of this act.

Section 13. Examination and audit.

Section 15. Effective date.

I

Section 8. Appropriation.

Section 14. Severability.
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