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MEMORANDUM  Federal Co—Chairman
ARC Executive Director

SUBIJECT: Interim Survey Report of ARC Grants Awarded for Industrial Park Site
Improvements——1987-1992

PURPOSE: The purpose of our survey was to determine the status of industrial park site
improvement grants, with emphasis on the accomplishment of employment objectives.

BACKGROUND: ARC provided partial funding for the development of industrial parks in the
Appalachian region. This funding was primarily for the development and construction of
infrastructure such as access roads, site development, and water and sewer line improvements at
existing or planned industrial sites. The ARC Office of Inspector General (OIG) has initiated a
preliminary survey of industrial development grants awarded.

Basic agencies were responsible for project administration, including monitoring of infrastructure
improvements and project accountability and reports. Consequently, this survey was limited to
identifying the extent of development at the selected sites, including comparisons of estimated and
actual development and employment creation or retention.

Funding for the 41 projects in our survey totaled $38,005,970, including $11,484,256 from ARC;
$6,586,050 from other Federal agencies; and $19,935,664 from state and local governments.

The survey was performed by OIG and Tichenor and Associates, C.P.A. staff.

SCOPE AND SOURCE: The survey scope included most of the industrial site improvement
projects for which ARC contributed funds between 1987 and 1992. The basis for our survey
conclusions were the responses by grantees to a questionnaire and observations noted during field
visits to sites in conjunction with other scheduled OIG reviews.

METHODOLOGY: Informational surveys were sent to 41 grantees requesting information about
industrial park site improvements that had been funded, in part, by ARC grants. The surveys
requested specific information on the following:

o names of all business establishments currently occupying the site;
o the approximate number of jobs created or retained as a result of the improvement
project;
0 any projections on expected additional growth,;
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0 comments with respect to program or project strengths and weaknesses, successes,
or problems.

Also, observation visits were made to 13 sites in Alabama, Georgia, Kentucky, Maryland, North
Carolina, Tennessee, and West Virginia in order to visually identify and/or verify the extent of
development. These observation visits, which were conducted in conjunction with other scheduled
work in the geographic area, did not include testing at the industrial sites; but followup contact with
grantees was initiated where required to clarify information or observations.

The results of the survey are included on Attachment A to this report. Attachment A does not
contain the specific identity of companies in line with commitment noted in the survey
questionnaire. Company identification is provided under separate cover for internal ARC use. We
believe this approach contributed to the high degree of responses received.

Our site visits identified activity consistent with the survey responses received from grantees.
Summarized employment issues and responses follow.

SUMMARY OF RESPONSES: We compared the 41 grantees' anticipated employment objectives,
as stated in the grant applications, to the survey responses, which provided actual employment

achievements, and drew the following broad conclusions.

0 19 grantees reported exceeding their employment objectives. Of these, 15 grantees
reported exceeding employment objectives between 200 and 500 percent.

0 8 grantees generally obtained their employment objectives.

0 12 grantees had not yet attained employment objectives, with 6 grantees noting
attainment of 50 to 80 percent of goal. These grantees stated that they anticipate
additional employment at the industrial site. In three cases, little or no development
has resulted to date.

0 6 grantees indicated less than 50 percent attainment of employment goals to date;
and in three cases, there was little or no commercial development to date.

0 1 grantee had not received the grant funding under their industrial site improvement
grant.
0 1 grantee did not accept the award from the ARC and, therefore, has no reportable

employment statistics.

On an overall basis, it appeared that the program has been successful in assisting with local
development, including the overall creation or retention of employment exceeding the cumulative
estimates. The following examples denote examples where the estimated and expected
development has not occurred to date.

No development has occurred at one Georgia site where ARC provided $200,000 and other Federal
agencies, $490,000, for installation of water lines in 1988. A primary problem was the



noncompletion of a road bypassing the local town and providing better access to the industrial site.
Efforts are continuing to obtain tenants, and our site visit indicated the site had been developed and
was available for occupancy.

In this case, we also noted media publicity indicating that local officials were considering selling
the site apparently to obtain reimbursement of the approximately $214,000 local investment. We
notified the cognizant Federal agency, and the grantee was informed about the applicable
regulations with respect to sales and disposition of proceeds. As of February 1996, the grantee had
employed a person with responsibilities for attracting industrial tenants. '

At another site visited in Tennessee, little development had occurred although one of the
companies that had committed to building at the site had done so but at a substantially reduced
scale.

Conversely, our field visits also disclosed instances where develoment had exceeded estimates and
other instances where continuing development and expansion was occurring and/or anticipated.

Our analysis of factors associated with the industrial development sites, such as proximity to
interstate or jamor roads, railroads, or urban areas, did not provide a clear correlation as to reasons
contributing to success, partial success, or failure in achieving development objectives. Comments
by respondents indicated that changed conditions, such as economic turndowns in the early '90s
or, as previously noted, unavailability of improved access, were the primary reasons for difficulties
in attracting additional businesses.

On a related issue, our field observations at 13 sites visited disclosed no instances where ARC
contributions were identified on a general sign or by separate identification. Industrial park
identification signs were only noted at a few locations. In one case, Federal, state, or local funding
was identified for several agencies; but ARC was not included on the list.

CONCILUSION AND RECOMMENDATION: Based on our initial survey, we concluded that

there was a high degree of project success in relation to project estimates. Followup testing will
include grants made in 1993 and 1994 and, as applicable, additional contacts with less than
successful sites noted in our survey to update the status of development efforts and potential for
increased success.

In this connection, we recommend that ARC contact and work with grantees that have experienced
difficulty to assist, if possible, in identifying potential strategies for improvement and/or alternative

uses for the developed site. ARC should consider advising the management of successful
industrial development parks of the need to publicly identify Federal, including ARC, participation.

Gt

Inspector General

Attachment
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APPALACHIAM A Proud Past, Office of the Inspector General
REGIOMAL A New Vision
COMMISSION

March 28, 1996

MEMORANDUM FOR  The Federal Co-Chairman *
ARC Executive Director

SUBJECT: Survey of Industrial Park Site Development

Attached is a copy of our survey report that indicates overall success with respect to achieving
employment goals. We will continue to visit site locations in conjunction with other scheduled
field work. We have also attached, for information only, summary sheets that denote the specific
companies occupying the sites.

The survey is provided primarily for information purposes but includes a recommendation that
ARC work, to the extent practical, with less successful developments to increase commercial
development or identify alternative uses of the developed site. Also, in the absence of any noted
identification of ARC participation at the 13 sites we visited, ARC should consider notifying
successful developments of the need to acknowledge ARC assistance as long as acknowledgment
was not prohibited as an eligible project cost under the basic Federal program through which ARC
assistance was provided.

Inspector General
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