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OFFICE OF THE GOVERNOR

DOLPH BRISCOE GREATER SOUTH TEXAS CULTURAL BASIN LAURO CRUZ
GOVERNOR COMMISSION EXECUTIVE DIRECTOR

To: The Honorable Dolph Briscoe, Governor
The Honorable William P. Hobby, Lieutenant Governor

The Honorable Bill Clayton, Speaker, House of Representatives

Gentlemen:

I hereby transmit Accelerating Development of South Texas: A Report to the
Governor and Legislature prepared by the Greater South Texas Cultural Basin
(GSTCB) Commission. This document, which fulfills the reporting requirements
of The Cultural Basin Act of 1973, represents months of work by dedicated
Commissioners, members of advisory committees, and staff.

The problems of South Texas are many and complex. They can be solved, but

a commitment on the part of elected and appointed officials and private
citizens is necessary. The problems can be grouped into those restraining
economic development and those 1limiting human resource development. To meet
these problems the GSTCB Commission has carefully formulated 57 recommendations
to develop both the human and economic resources of the forty-county Basin.

The Commission has also prepared a $2.75 million Development Grant Proposal
for the 1980-81 biennium, which is part of the Executive Budget. This
development grant--authorized in the Commission's enabling legislation--is
essential to accelerating economic development in South Texas. Because this
proposal and many of the 57 other recommendations discussed in this report are
legislative in nature, support by the Governor and 66th Legislature is essen-
tial if these proposals are to result in action.

The GSTCB Commission is a unique structure composed of private citizens,
federal and state agency heads, and the chairpersons of regional councils of
governments in South Texas. It is an intergovernmental decision-making body
that can promote economic development and help direct services to the community
level. The activities and accomplishments cited in this report confirm that
the GSTCB Commission is making an impact. If we all continue to work together,
the people of South Texas will have more opportunities and a better quality

of Tife.

Executi%e Director

SAM HOUSTON BLDG. L P.0O.BOX 12428 L] AUSTIN, TEXAS 78711 ® 1512) 475-2182

475-2722
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SUMYARY OF RECOMMENDATIONS

CAPITAL RESOURCES

The Legislature should appropriate $5 million to the Rural Industrial
Toan fund administered by the Texas Industrial Commission.

The GSTCB Commission should support the efforts of the Texas Industrial
Commission's Division of Minority Business Enterprise to help establish
small business investment corporations and minority enterprise small
business investment corporations in the Basin.

COMMUNITY DEVELOPMENT

NATURAL

The Economic Development Administration of the U.S. Department of
Commerce should give special consideration to Title IX projects sub-
mitted by communities in the Basin.

Congress should enact new legislation governing formal military noti-
fication to affected communities of intended base realignment by
requiring the military to allow a minimum of two years after the final
decision has been made to cut back or close a military installation.
The legislation should include a phasedown plan for military cutbacks
or closings.

RESOURCES

The Texas Department of Water Resources (TDWR) should continue a state-
wide program to educate citizens on the critical water needs of their
region and state. The Legislature should assure adequate funding for
such a program, and the GSTCB Commission should assist the TDWR in the
program.

The Legislature should identify methods of gaining public support for
financing water development in Texas.

The Congress should appropriate $30 million over a four-year period to
implement Public Law 95-592, which establishes a research, development,
and demonstration program of guayule rubber production and manufacture
as an economic development opportunity for the Southwest.

MARKETING

The Legislature should appropriate $3.6 million to the Texas Tourism
Development Agency for the 1980-81 biennium.

The Texas Tourist Development Agency with the GSTCB Commission should
develop package tours for South Texas to be offered to travel bureaus.
This package should utilize as many Texas-based transportation modes
as possible.



* The Legislature should pass enabling legislation allowing ex-
pansion of the city "room tax" to allow counties to collect the
tax in unincorporated areas on an optional basis,

The State of Texas should support the continuation of Sections
806.30 and 807.00 of the United States Tariff Classification Act
of 1962 which deal with taxes on imported goods.

The Legislature should increase funding for the International
Development Division of the Texas Industrial Commission to expand
their international marketing operations for the purpose of aiding
and assisting the Texas business community in their entry into
foreign markets, and to develop and maintain information services
to identify foreign markets and match those markets with Texas
Suppliers.

TRANSPORTATION

The Legislature should identify additional sources of revenue to
finance intermodal transportation projects.

The Legislature should amend Vernon's Civil Statutes to exempt
intrastate motor carrier shipments of agricultural and horticul-
tural products from economic regulations.

The Legislature should amend Article 911b, Section 6-aa of Vernon's
Civil Statutes to provide that contract carrier rates be determined
on their own merit, using the "just and reasonable" principle, in-

dependent of any rates applicable to common carriers.

The Legislature should increase funding to the Texas Railroad Com-
mission and consider amendments to the Motor Carrier Act in order to
expedite the certificating process.

EDUCATION

The Texas Education Agency should seek an appropriation from the
Legislature for the 1980-81 biennium to conduct a study to deter-
mirie the number of dropouts and the reasons for the students leav-
ing school. such a study would assist in providing a basis for
developing programs to address the dropout problem.

The State Board of Education and the Texas Education Agency should
give high priority to the problem of school dropouts in 1979, and
should determine the feasibility of including a request for alter-
native education programs as a line item under the state's founda-
tion school program to local schools in the 1980-81 budget.

The Legislature should appropriate at least $15 million for the
1980-81 biennium to the Texas Education Agency for bilingual edu-
cation programs.



The Texas Education Agency should implement a bilingual education
program from kindergarten to grade 5, and the Legislature should
appropriate $20 million for this program for the 1980-81 biennium.

The Texas Education Agency should develop, finance, and locate
materials on Mexican-American history and culture and make these
available to local school districts.

Congress should appropriate $325 million for the fiscal years
1970-1983 inclusively to the U.S. Department of Health, Education
and Welfare for career education programs.

The Texas Education Agency should encourage local school districts
to continue to recruit and hire Mexican-American teachers, counselors,
and administrators in proportion to their ethnic enrollments.

The Legislature should appropriate the necessary funds to provide the
Texas Education Agency with $704.1 million in the 1980-81 biennium

to accomplish the vocational education objectives set forth in their
current five-year plan.

The Texas Education Agency should adjust its projections in the five-
year state plan concerning the percentage of high school students
participating in voc-ed programs, services, and activities in 1979-
1983.

The Texas Education Agency should provide the necessary financial
assistance to school districts in the basin without vocational
guidance counselors to hire individuals providing guidance and coun-
seling guidance to vocational students by 1980.

The Legislature and the State Board of Education should lower the
requirements that local school districts must meet to qualify for
one vocational counselor from 300 to 200 students regularly en-
rolled in voc-ed programs.

The Texas Education Agency should fund a least two local education
agencies in the Basin to hire an individual to provide education
and job placement services to students in 1980.

The Texas Education Agency should encourage small school districts
to form a consortium to share the cost of a vocational counselor by
pooling their voc-ed enrollments to meet the state requirement with
a minimum of 150 students.

The Texas Education Agency and the Advisory Council on Technical-
Vocational Education should encourage adjoining school districts
to coordinate their vocational education programs.

The Texas Education Agency should provide funds to local education
agencies in areas of the Basin with high concentrations of youth
unemployment and school dropouts to provide vocational and academic
services to disadvantaged persons during 1980.



* The Texas Education Agency should provide funds to local education
agencies in the Basin to increase the new slots available in 1980
for full-time or part-time johs for school youth needing the earn-
ings to continue theri vocational training,

The Texas Education Agency should fund at least nine exemplary
and innovative programs in the Basin in 1980 in the following
program areas:

At least four new programs in Tocal education agencies to
improve vocational training to the 1imited English-speaking;

At least one new program in a Tocal education agency aimed
at establishing cooperative agreements with manpower agencies;

At Teast one new program in a local education agency to
provide vocational training to youth with academic,socio-
economic, or physical handicaps;

At least one new program in a rural school district to
improve vocational education; and,

At least two new programs in urban school districs.

Local school districts should develop or expand programs which
involve parents in the development of school curriculum and in-
structional materials and in school activities. The Texas Educa-
tion Agency should continue to assist local school districts in
developing these programs.

The Legislature should appropriate at Teast $23.7 million to the
Texas Education AGency for adult education for the 1980-81 biennium.

The Texas Education Agency should continue to develop adult bilingual
education programs particularly in South Texas during the 1980-81
biennium,

The Texas Education Agency should continue to pursue the identifica-
tion of the requirements for certification of adult education teachers
by 1980.

The Texas Education Agency should seek federal funds to conduct a
detailed study on: (1) the effects of bilingual education on im-
proving the education of Mexican-American students, (2) the effects
of skill training on retaining students in school, and (3) skill
training as an attractant to industry.

EMPLOYMENT /MANPOWER

The U.S. Department of Tabor should increase funding of the Texas
Employment Commission, not only to provide the present employment
services in the Basin, but to expand those at 1imited-service offices.



HEALTH

HOUSING

As federal funds become available, the Texas Employment Commission
should expand the scope of services at existing offices in small
cities located in counties with high unemployment. Priority should
be given to Rio Grande City, Sinton, Seguin, Alice, and New Braunfels.

The Legislature should appropriate $3 million for the 1980-81 biennium
to expand the Industrial Start-Up Training Program administered by the
Texas Education Agency and the Texas Industrial Commission.

The Legislature should appropriate $200,000 for the 1980-81 biennium
to the Industrial Start-Up Training Program administered by the Texas
Education Agency and the Texas Industrial Commission to provide
training services exclusively in counties with unemployment rates
higher than the national rate.

The U.S. Congress should continue to appropriate funds to the U.S.
Department of Labor under the Comprehensive Employment and Training
Act to provide job training and employment opportunities to the
nation's economically disadvantaged, unemployed, and underemployed
population.

Prime sponsors and CETA-funded operators should closely coordinate
their manpower programs with business, industry, adult education
co-ops, educational institutions, economic development organizations,
the Texas Department of Human Resources, and other affected human
resource agencies.

The Congress should continue to appropriate funds to the U.S. Depart-
ment of Health, Education and Welfare to provide day care services
to needy children in the state.

The Legislature should appropriate funds to the Texas Department of
Human Resources to provide day care services to a minimum of 19,500
children for each year of the 1980-81 biennium.

The Legis}ature should appropriate at least $1.2 million for the
1980-81 biennium to the State Rural Medical Education Board to provide
lToans for medical students who agree to practice in rural areas.

The Texgs Education Agency and local school districts should increase
counse11ng and other programs to promote health careers, especially
among minority students and students from rural areas.

The Legis1qture should establish a State Dental Education Board with
the author1ty to provide loans, grants, or scholarships to dental
students in the primary care field who agree to practice in rural
areas.

Congresg should continue to appropriate funds to the U.S. Department
of Housing and Urban Development for Section 8 housing programs.



The Texas Department of Community Affairs should continue to provide
one-day housing seminars in each of the five state planning regions
in the Basin. The seminars should be followed by the intensive
training of individuals from the Basin interested in developing
expertise in housing.

The Legislature should appropriate $2 million to the Texas Rehabilita-
tion Loan_Fund for the 1980-81 biennium to allow the Texas Department
of Community Affairs to make low interest loans to rehabilitate homes.

TRANSPORTATION TO SOCIAL SERVICES

The U.S. Congress should create a Transportation Services Administra-
tion (TSA) in the U.S. Department of Transportation to administer all
funds presently appropriated to federal agencies to provide trans-
portation to social services. A TSA should encourage the merging of
existing and future transportation systems to meet the transportation
needs of the needy, particularly the indigent, handicapped and aging
populations.

The Alamo Area Council of Governments, Coastal Bend Council of Govern-
ments, Lower Rio Grande Valley Development Council, Middle Rio Grande
Development Council, and South Texas Development Council should take

a leading role in coordinating within their regions the resources to
transport the needy to medical and social services.

REGIONAL PLANNING AND COORDINATION

The federal government should make comprehensive planning and coor-
dination grants to areawide planning and development organizations.

The Legislature should increase the amount of the State of Texas
Regional Planning Assistance Grants at least to $2 million for each
year of the 1980-81 biennium to provide adequate funds to regional
councils of governments to conduct comprehensive planning.

The Legislature should amend Article 1011M, Vernon's Annotated Civil
Statutes, "Regional Planning Commissions," to require minority
representation on the COGs' governing bodies in proportion to the
minority population within each state planning region.



INTRODUCTION

This report presents documented recommendations developed by the
Greater South Texas Cultural Basin (GSTCB) Commission for improving the
economic and social welfare of Texans in a forty-county area in South
Texas. This report also reviews the work of the GSTCB Commission since
its last report in 1977, describes its current work program, and con-
tains a development grant proposal designed to implement the recom-
mendations derived from several years of careful planning.

The GSTCB Commission was authorized by the Legislature in 1973
and implemented by Governor Dolph Briscoe in June, 1974. Its purpose
is to improve the standard of living of the residents of South Texas
through stimulation of economic growth and improvement in the delivery
of governmental services. The Commission represents a new governmental
concept in dealing with socio-economic problems and a commitment on the
part of the State to improve the quality of T1ife in historically depressed
South Texas.

THE CULTURAL BASIN CONCEPT

The cultural basin concept is a new approach to stimulating economic
development and to improving the delivery of government services. Recog-
nizing that there is significant variation among the people and the geo-
graphic areas of Texas, the Legislature, through the Cultural Basin Act
of 1973, provided for the planning and coordination of programs on a
regional basis. Regions with similar economic, social, historical, and
geographical characteristics can be designated as "cultural basins."
Within each basin, a commission serves as the vehicle through which gov-
ernmental programs are tailored to the particular needs of the basin.

The pilot project for this concept is a forty-county area of South Texas,
designated the Greater South Texas Cultural Basin (Basin), that consists
of five State Planning Regions: the Alamo, Coastal Bend, Lower Rio
Grande Valley, Middle Rio Grande, and South Texas. (See map on page 8.)

THE COMMISSION

The structure for decision-making within each basin is the commission.
The GSTCB Commission is composed of representatives of the local citizenry
(5), councils of governments (5), and state (6) and federal (5) agencies,
with the Governor serving as chairman. This partnership of efforts pro-
motes several objectives.

First, it provides a forum through which the efforts of government
agencies can be directed into a single comprehensive plan for attacking the
problems of the Basin. Governmental agencies are making progress in im-
proving the welfare of South Texans. But the problems of South Texas -
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complex and require the consideration of the interrelationships of pro-
grams. The GSTCB Commission provides a vehicle of change broad enough to
plan and implement interagency and intergovernmental programs.

Secondly, the structure provides for the Tocal determination of needs.
Including representatives from the local citizenry and regional planning
organizations in the Commission membership provides local direction for
needed actions and new programs, while making current governmental programs
more responsive to local needs and priorities.

APPLICATION TO SOUTH TEXAS

The cultural basin concept and the intergovernmental approach are par-
ticularly appropriate for dealing with the complex set of social and eco-
nomic problems which has plagued South Texas for decades. The problems,
while basically economic in nature, are interrelated.

In order to improve the quality of 1ife of the people on a long-range
basis, it is necessary to help them become more self-supporting. South
Texans must have jobs which carry adequate compensation to enable them to
purchase the educational and health resources required to attain and then
maintain a reasonable standard of living. At the same time, certain levels
of human services must be made available if the people are to improve their
skills and well-being so that they can qualify for these jobs. They must
be trained and educated, and their health maintained, so that their useful-
ness to the employer can be maximized. This interdependence of factors is
complicated by the proximity of the Basin to Mexico, giving South Texas the
flavor of two cultures and the economic problems and resources of two coun-
tries.

The approach to these intertwining problems requires a unified and com-

prehensive effort and a firm commitment on the part of government. The
GSTCB Commission offers a unique decision-making process that provides im-
mediate as well as long-term benefits for dealing with these problems.
South Texas' designation by the Legislature as the first cultural basin and
the Governor's acceptance of the chairmanship of the GSTCB Commission demon-
strate the commitment of the State to the improvement of the quality of 1ife
for South Texans.

WHY SOUTH TEXAS?

Complex problems exist in parts of the State other than South Texas.
Why then did the Legislature designate South Texas as the region for the
first cultural basin commission? Because, in analyzing the State it is
readily apparent that South Texas is one of the most severely depressed
areas, not only in Texas, but in the nation. The long-term economic and
social problems that have been the barriers to the progress of South Texas
arise from several sources, including the underdevelopment of human re-
sources, the low Tevel of educational attainment and lack of job training,
language and cultural differences, remotemess from major centers of eco-
nomic activity, scarcity of fresh water, and its proximity to Mexico.



Furthermore, the resources of South Texas have not been fully recog-
nized and explored.

The Basin compares poorly to the State as a whole. A few statistics
demonstrate the seriousness of the problems.

Basin Entire State

1. Incidence of Poverty (1970)* 29.2 18.8
2. Unemployment Rate (Annual Average 1977) 8.1 5.3
3. Counties with 8% or Greater Unemploy-

ment (October 1978) 10 13
4. Per Capita Personal Income (1969)* $2,666 $3,303

% of National Average 65.3 90.0
5. % of Population Receiving Commodities

or Food Stamps (August, 1973) 15.0 6.8
6. % of Population in Crowded Housing

(1970)* 36.0 30.4
7. Median Educational Level, Persons Aged

25 and Over (1970)* 10.3 11.6

A closer look at individual counties or State Planning Regions in the
Basin would indicate problems even more serious than indicated by the fig-
ures above. For example, the three-county Lower Rio Grande Valley State
Planning Region had a 48.6 percent incidence of poverty, 31 percent of its
population was receiving food stamps, and its percapity income was $1,939;
the four-county South Texas State Planning Region had a median educational
attainment of just 7.1 years, and a annual unemployment rate of 14.6 percent,
while Starr County had a 28 percent unemployment rate in October, 1978.

*Much of the socio-economic data currently available is derived from
the 1970 Census. Thus, it is often difficult to ascertain if conditions
have worsened or improved until a new census is taken. However, by 1975,
the State's per capita income had risen to $5,635 -- 95.5% of the national
average. Thirty-six Basin counties had 1975 per capita incomes lower than
Texas as a whole. Furthermore, 14 of these 36 counties had per capita in-
comes less than $4,000, or less than 67.8% of the national average.
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DEVELOPING SOUTH TEXAS

THE APPROACH

The approach of the GSTCB Commission is to first identify barriers to
economic and social development, then to devise programs that can eliminate
or significantly reduce these barriers. The thrust of the GSTCB Commission
is along two routes--economic development and human resource development.

The strategy is to address specific resource needs in the economic
development area and specific service needs in the human resource develop-
ment area. Next, prepare recommendations, and then follow the recommenda-
tions through to implementation.

An important aspect of the implementation process will be the utiliza-
tion of a development grant fund the GSTCB Commission is seeking from the
66th Legislature. Over 54% of the funds requested for this development
grant will be spent on existing programs which are of proven value to the
State. The remainder of the appropriation will be used for new and innova-
tive programs or to provide matching funds for existing state and federal
programs. (See the Development Grant Proposal chapter for more detail.)

RESOURCES IN SOUTH TEXAS

While South Texas has problems, it also has resources to deal with
these problems. The Basin is a region of great potential. Three of its
major resources are its abundant labor force, geographic proximity to the
sea and Mexico, and special federal financial resources. These resources,

coupled with others, can aid in attaining better economic and social con-
ditions.

The challenge is to devise ways to make the most effective and effi-
cient use of these resources. The GSTCB Commission, together with its
committees, has been examining the needs of the region, the resources
available for meeting these needs, and possible changes to present ser-
vices and legislation that can enhance the economic and social develop-
ment of South Texas.

THE COMMISSION'S WORK

A major task assigned to the GSTCB Commission in the authorizing
legislation is the preparation of legislative and other recommendations
with respect to both Tong-range and short-range programs and projects.
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The GSTCB Commission has subdivided its task into two work areas, economic
development and human resource development. Priorities and recommendations
were established for each.

In economic development, the work of the GSTCB Commission was augmented
by: (1) the findings from two grants made to the Commission by the Economic
Development Administration, (2) the work of the Texas Water Development Board
and the Texas Industrial Commission, (3) the recommendations produced at the
Economic Development Conference held in Corpus Christi in September, 1976,

(4) three recent grants from the Governor's Office of Budget and Planning, and
(5) the work of the Commission's Economic Development Committee.

The focus in economic development is on the development of capital resources
and natural resources, the development of community facilities and transporta-
tion networks, and the improvement of industrial prospecting capabilities and
tourism marketing. Each component helps provide jobs--the key to an improved
quality of 1ife. Job training and employment services--programs that are also
critical to economic development--are discussed under human resource develop-
ment. A development grant appropriation will enable the GSTCB Commission to
implement recommendations designed to improve economic conditions in South Texas.

In human resource development, the work of the GSTCB Commission was augmented
by its participation with the five South Texas councils of governments (COGs)
in the Regional Human Resource Development (RHRD) project funded by the U.S.
Department of Health, Education, and Welfare. As a result of this major project,
comprehensive human resource plans are being produced that identify needs and
the services to meet them. Human resource development efforts were also aug-
mented by a State Interagency Advisory Committee which was comprised of repre-
sentatives from six major State human resource agencies. This Committee pro-
vided 1iaison between central offices of State agencies and their field personnel
throughout the Basin and assisted the GSTCB Commission in effecting improvements
in State agency services. The RHRD project has been completed, but the planning
process created continues. In fact, the Texas Department of Human Resources
(TDHR) has financial agreements with two of the Basin COGs to assist the TDHR
in their planning and programming process (in connection with Title XX of the
Social Security Act).

Additional augmentation in human resources was provided in the latter half
of 1978 by the GSTCB Commission's Education Committee which focused on the
problems of school dropouts and the need to improve vocational education oppor-
tunities.

The focus in human resource development is upon improvements to services
in the areas of public education, employment/manpower, health, housing, trans-
portation to social services, and regional planning and coordination. Educa-
tion, job training, and employment services promote the development of human
resources to enable South Texans to take advantage of new jobs and to function
more effectively in society. These services help alleviate unemployment and
thereby generate increased income. Health services, particularly to the young,
are a sound investment as well as a source of career jobs. Effective planning
and coordination by the regional councils of governments can result in improved
human services at less cost.

-12-



THE REMAINDER OF THE REPORT

A set of priorities and recommendations, found in the Economic Develop-
ment Chapter and the Human Resource Development Chapter, forms a program for
action, one that can provide both immediate and permanent improvements in
South Texas. The priorities and recommendations are concentrated in program
areas that are capable of making fundamental changes in the lives of the
people of in the economy of South Texas. The recommendations seek to elimi-
nate the social and economic illnesses of the Basin, not just treat the symp-
toms--even though this too is important and necessary for the short run.

With regard to human services, this means that the GSTCB Commission and this
report did not attempt to deal with every existing program and service in the
Basin. Not mentioning a program or service does not mean it is not needed,
but rather that other programs and services were deemed to be more impor-
tant to the Basin or that present demands are being met, or that additional
service capacities were available.

The chapter on the Development Grant Proposal may well be the most im-
portant section of this document. Certainly, the planning process and its
resultant priorities and recommendations should not be slighted. However,
planning without implementation is a fruitless endeavor. Thus, if the
GSTCB Commission's planning is to be truly successful, a development grant
appropriation becomes essential.

The Tast chapter, Work Program, describes the ongoing efforts of the
GSTCB Commission to improve the quality of 1ife in South Texas by channeling
federal and state funds to the Basin and by engaging in other activities
that will promote economic and social development there. This chapter also
serves as an annual report.

Collectively, the development grant proposal, the priorities, recom-
mendations, and activities represent an action strategy for breaking the
cycle of poverty, for breaking the chains of economic dependency in South
Texas.

-13-
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DEVELOPMENT GRANT PROPOSAL

THE LEGISLATURE SHOULD APPROPRIATE $2.75 MILLION AS A DEVELOPMENT GRANT
TO THE GREATER SOUTH TEXAS CULTURAL BASIN COMMISSION FOR PROJECTS, PRO-
GRAMS, AND STUDIES. $1.5 MILLION OF THIS GRANT WILL BE DIRECTLY CON-
TRACTED TO QTHER STATE AGENCIES TO BE EXPENDED IN SOUTH TEXAS.

The Greater South Texas Cultural Basin (GSTCB) Commission at its meet-
ing on June 9, 1978, unanimously passed the following recommendations as
part of its Development Plan for South Texas:

A. $1.5 million for industrial promotion and prospecting, for indus-
trial start-up training, and for rural industrial loans for the
Basin. Funds for industrial promotion and prospecting, and for
rural industrial loans (from the Rural Industrial Loan Fund)
would be contracted to the Texas Industrial Commission; funds
for industrial start-up training in South Texas would be con-
tracted to the Texas Education Agency and the Texas Industrial
Commission.

B. $250,000 to plan and coordinate the development of a multi-
modal transportation system in South Texas. The plan would
be developed in cooperation with, but not Timited to, the
State Interagency Transportation Council, the Council for
South Texas Economic Progress (COSTEP), and the five coun-
cils of governmentsin the Basin.

C. $800,000 to develop community facilities in South Texas.
These funds would primarily be used by the GSTCB Commission
to match federal grants and loans.

D. $200,000 to fund innovative human resources projects and pro-
grams.

The Greater South Texas Cultural Basin (GSTCB) Commission, authorized
by the Legislature in 1973, was established to help improve the standard of
Tliving in South Texas by stimulating economic growth and improving the de-
livery of governmental services.

The "cultural basin concept" is a viable approach to improving condi-
tions in the most economically depressed area of Texas. The GSTCB Commission
has been engaged in a diligent planning process for over four years. However,
planning alone is not enough! Members of the 63rd Legislature realized this
when they passed The Cultural Basin Act of 1973 (See Appendix D . The Act
calls for a development grant appropriation which will enable the GSTCB Com-
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mission and other parties to implement the recommendations derived from the
planning process. To date, the GSTCB Commission has not received a develop-
ment grant appropriation; such an appropriation is being sought for the 1980-
81 biennium.

Certainly, more money is not a panacea for the economic and social "i1ls"
of South Texas. Thus, the GSTCB Commission has developed many recommendations
which are designed to create productive changes within the framework of cur-
rent agency programs and current appropriations. However, the need for in-
creased funding of selected programs is often the only viable solution. The
GSTCB Commission has carefully selected programs which will offer financial
returns greater than the tax dollars invested.

Over 54 percent of the development grant fund will be used in programs
which have already proven their value to Texas. The Rural Industrial Loan
Fund, administered by the Texas Industrial Commission (TIC) and the Indus-
trial Start-Up Training Program, operated by the Texas Education Agency in
conjunction with the TIC, have been highly successful. Furthermore, the
TIC's industrial promotion and prospecting efforts have done much to attract
and assist industrial development in Texas.

Another large part (over 29 percent) of the proposed development grant
will be used primarily to provide local matching funds for existing State
and federal grant programs. Thus, over 83.5 percent of the development
grant will be expended in a manner designed to obtain greater financial re-
turns than the original investment.

The remainder (about 16 percent) of the proposed development grant also
stands to obtain greater financial returns in addition to the social returns.
The money invested in a transportation study could eventually save Texas
farmers, manufacturers, and taxpayers many milljons of dollars. And, while
some human resources projects may appear to offer only social returns, other
projects, like the Children's Heart Program of South Texas, can clearly de-
monstrate that many future tax dollars can be saved by investing a few dol-
lars now.

This chapter further justifies a development grant appropriation to

the GSTCB Commission and explains in more detail each of the four components
of the development grant request.

JUSTIFICATION

The socio-economic "i11s" of South Texas are well-known. They have
been covered briefly in the Introduction of this report and are dealt with
in more detail in the Economic Development and Human Resource Development
Chapters. The forty-county Basin is not only one of the poorest areas in
Texas but also compares poorly with the United States. A 1974 U.S. Depart-
ment of Commerce study revealed that McAllen, Laredo, and Brownsville were
the three poorest metropolitan areas in the nation based on per capita in-
come.
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Many South Texas communities have heen faced with growing problems in
the areas of industrial development, transportation, community development,
and the delivery of human seryices. Because these problems are interrelated
they must be addressed collectively in order to attain overall development
in the forty-county Basin.

Although programs to attract industry exist, the majority of rural com-
munities in Texas cannot compete with the urban areas. An example is pro-
vided in the Industrial Start-Up Training Program. Only 4.6 percent of the
$1 million state appropriatign for this program was expended in the Basin
during the 1976-77 biennium.= Since many South Texas communities, especial-
1y those in the rural areas, have high rates of unemployment, low per capita
incomes, and high incidences of poverty, every effort must be made to attract
industries to the areas where they are most critically needed.

Competitive transportation rates and services are necessary to attract
industry. Transportation was listed in a 1974 study as a priority factor
by 76 percent of the manufacturing plants seeking new plant locations.
Because of its isolation from major markets and sources of raw materials,
the quality of transportation services in South Texas is a critical factor
in any economic development strategy.

A critical examination of South Texas transportation services reveals
no integrated and balanced transportation plan. Rail and air service are
underutilized and inequities in motor service regulations often create ser-
ious competitive disadvantages for South Texas shippers and producers.

Many South Texas communities are finding it increasingly difficult
to meet the service needs demanded by their citizens. Traditionally,
public services such as streets, parks, sewers, utilities, and schools,
have been a community's responsibility. More recently, many communities
have responded to their citizens' demands for other human services such
as public health, manpower and other social services.

There are federal and state programs to aid communities in meeting
their overall needs. Often, these programs give first priority to populous
areas to benefit the greatest number of people. As a result, the bulk of
the financial assistance is directed to the large urban areas, while less
populated areas receive little or no assistance.

In addition, many of these programs require local matching funds.
Large communities in Texas are usually able to provide the required match-
ing funds to obtain federal or state grant assistance. But many smaller com-
munities find it difficult to meet matching requirements due to Tow tax bases,
low per capita incomes, and high incidences of poverty. They are often unable
to acquire federal or state assistance even when such monies are available.

South Texas lags dramatically behind the rest of Texas and has not
been able to successfully compete with other areas of the State. South
Texas should be developed as quickly as possible in order to reduce its
drain on public funds. South Texans need help to become more self-suf-
ficient. The Legislature should demonstrate its recognition of this problem
and its concern for the people of South Texas by making a $2.75 million line-
item appropriation to the GSTCB Commission for development purposes--as
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prescribed by State law [Article 4413 (32d), Sec. 11, V.T.C.S.]. Recom-
mendations supporting this development grant are contained in this re-
port which is the development plan of the GSTCB Commission, as required
by State law.

The GSTCB Commission has spent nearly $1.5 million during a four-
year planning phase. Some of this money has been used for implementing
GSTCB Commission recommendations and supporting worthwhile programs and
projects. However, much of the planning has been underutilized for lack
of a development grant. If the money and effort thus far expended is to
be effectively utilized, the Legislature must appropriate a development
grant.

This proposal is for $2.75 million, of which $1.5 million will be
contracted directly to other state agencies. The reason the GSTCB Com-
mission is not seeking direct increased in the budgets of these State
agencies is that these agencies might have difficulty in justifying the
expenditure of a disproportionate share of their budget in South Texas.
These are agencies with statewide missions; the GSTCB Commission is
required by law to focus on South Texas.

The GSTCB Commission has demonstrated fiscal responsibility by suc-
cessfully administering two grants from the Economic Development Adminis-
tration (EDA) of the U.S. Department of Commerce. These grants, totaling
over $1.4 million, were used to convert the abandoned Laredo Air Force
Base into an industrial park and to develop an economic readjustment strat-
egy for other Basin communities facing base or plant closures and reductions-
in-force.

In addition, the GSTCB Commission successfully administered a $350,000
grant from the U.S. Department of Health, Education, and Welfare. The funds
were used in the Regional Human Resource Development Project to develop
a comprehensive human services planning process in the Basin. One measure
of the success of this project has been the recognition of the value of
this process by the Texas Department of Human Resources (TDHR) which has
now contracted with two councils of governments in the Basin to assist TDHR
in their planning process, particularly in the expenditure of Title XX funds
under the Social Security Act.

The GSTCB Commission has developed rules governing grants-in-aid
from the Commission. These rules were published in the January, 1977,
Texas Register and were used in selecting five South Texas projects to
financially support from operating funds during the summer of 1977. These
projects included a summer screening and diagnostic project conducted by
the Children's Heart Program of South Texas, vocational training programs
conducted by the SER-Hidalgo County Jobs for Progress, a property reap-
praisal for the City of Edcouch, sewer services for the community of
Seco Mines in Maverick County, and funds to match EDA Section 304 funds to
construct a water storage tank in the City of Spofford.
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USES OF THE DEVELOPMENT BLOCK GRANT

A. Industrial Promotion and Prospecting, Start-Up Training, and Rural
Industrial Loan Fund ($1.5 million)

1. Industrial Promotion and Prospecting ($100,000)

The Texas Industrial Commission (TIC), established to assist Texas
communities in attracting new industry, maintains a national media in-
dustrial marketing program for Texas. This marketing program is not directed
at specific regions of the state, and has therefore contributed 1ittle to-
wards a concentrated effort to develop new industry in the Basin. Of the
341 new plants or expansions in Texas from January to September, 1978, only
41 (12 percent of the total) new plants or expansions were located in the
Basin.

One of the most important functions of the TIC is to identify those
out-of-state industries seeking relocation. This is done by promoting
Texas in business journals, airline magazines, and other national publica-
tions. AT1 inquiries resulting from these promotions are compiled and pub-
lished monthly. This roster of prospective industries, called the "suspect
Tist," is then forwarded to all industrial development groups that have
requested to be on TIC's mailing Tist.

Each recipient of the 1ist then begins the process of contacting in-
dustrial prospects to either invite them to visit the area or to make ap-
pointments to visit the prospect. Some groups do little more than cor-
respond with the prospect, sending pamphlets and general information about
their town. Others are more aggressive, telephoning the prospect and ar-
ranging for a visit by the industrial development team to his office. An
industrial development team may see several prospects before getting one
to visit their town.

While a more aggressive group stands a better chance of having in-
dustrial prospects visit their area, the cost per visit--counting the
expense of initial travel by the town's representatives--may reach
thousands of dollars. Yet, the likelihood of an industry actually moving
into the area is low for many reasons. First, each visitor from the suspect
Tist will probably take best advantage of his trip by scheduling additional
visits to other sites in the region. Second, small urban areas are not
only competing with each other, they also compete with large metropolitan
areas such as Houston and Dallas, which have more resources with which to
impress a prospect, are better known, and are major market and transpor-
tation centers. Third, initial presentations may be weak, leaving in-
dustrial visitors with a negative impression for reasons which have nothing
to do with the relative merits of the town as a site for relocation.

Since TIC's industrial marketing program concentrates on attracting
industry to Texas and industrial development groups promote development
within their specific geographic areas, there is no concerted effort by
the TIC because of their statewide mandate to specifically market the
Basin as a suitable area for industrial development. Development grant
funds in the amount of $100,000 would be used by the GSTCB Commission to con-
tract with TIC for the promotion of the forty-county Basin.
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2. Industrial Start-Up Training ($400,000)

The Industrial Start-Up Training Program, a cooperative venture by
the Texas Education Agency (TEA) and the Texas Industrial Commission (TIC),
provides occupational training to equip Texans with the requisite skills
to qualify for job opportunities created by new or expanding industries.
This program is ideally suited to develop both the skills of the labor
force and the economy in the Basin; but it is apparent that cities in the
Basin are not successfully competing in attracting industries through the
program.

The Industrial Start-Up Training Program has worked well in Texas.
The Texas Legislature appropriated $1 million during the 1976-77 biennium,
and about 12,000 people were trained through the program for identified
jobs in new or expanding industries in Texas. But only seven industries
utilizing this program Tocated in the Basin. These industries generated
1,234 new jobs, $316,192 in State and local taxes, and a total annual
economic impact of $35,207,390. The total funds expended in the Basin
for this program amounted to $46,900 or 4.6 percent of the $1 million
appropriated for the 1976-77 biennium.5

For the 1978-79 biennium, the Texas Legislature appropriated $1.8
million for the Industrial Start-Up Training program to train about 18,000
people. Currently 5 companies utilizing the program have located in the
Basin, generating 811 jobs, $458,782 in State and local taxes, and a
total annual economic impact of $56,606,679. A1l of the $900,000 for fiscal
year 1978 has been committed to industries, but only $32,900 or 3.7 percent
has been committed to industries locating in the Basin.

It is apparent that cities in the Basin are not successfully competing
with cities outside the Basin in attracting industry. South Texas is the
most economically depressed area in the State and had 10 counties with 8
percent or greater unemployment in October, 1978; yet, only 14 of the 341
new plant locations or expansions in Texas frog January to September, 1978,
were in these counties with high unemployment.

The tremendous, positive impact of this program is desperately needed

in the Basin. The Basin's labor force is large and young, and they want to
work. The 62,027 unemployed persons in the Basin in October 1978,” indicate
there is sufficient manpower to support industrial development; however, this
labor pool is characterized by Tow educational attainment levels and lack of
salable skills. According to the 1970 Census, Spanish-surnamed Americans in
Texas had a median educational Tevel of 7.2 years, and only 17.1 percent of
the Spanish surnamed males and 12.5 percent of the Spanish-surnamed females
between the ages of 16 and 64 had received vocational training.10 Therefore,
providing Basin residents with skills training through the industrial start-
up program can reduce unemployment and improve the quality of life.

Development grant funds in the amount of $400,000 would be used by the

GSTCB Commission to contract with the TEA to provide industrial start-up
training in South Texas.
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3. Rural Industrial Loan Funds for South Texas ($1,000,000)

The State can contribute to the development of Texas and infuse
capital for development by making changes in the Rural Industrial Loan
Fund. The Texas Rural Industrial Loan Fund was established by the
Legislature in 1971 to meet a need in rural areas for long-term mortgage
money for land and buildings. Its low interest rates provide an incentive
to manufacturers to locate in rural areas. In 1973, the Legislature
appropriated $600,000 for the Texas Rural Industrial Loan Fund_for re-
loaning. Six loans were made statewide creating 997 new jobs. The in-
dustries financed are paying a total of $194,150 in state taxes annually;
total annual payroll was $5,467,000, Of the total, $160,000 has been
loaned in Alice in the Basin. This Toan in Alice created an annual payroll
of $1,000,000 and 215 new jobs as well as $40,000 in state taxes. Neither
the 64th nor 65th Legislature appropriated additional funds for the Rural
Industrial Loan Fund. Repayments on the original six loans has allowed 5
the TIC to make two additional loans, neither of which was in the Basin. !

The law permits the Texas Industrial Commission (TIC) to participate
with up to 40 percent of the total project cost of land, building, and
fixed assets. In 1975 the average participation by TIC was 22.7 percent.
Thus, for each $1 the State has loaned, $4.75 has been loaned or invested
by other sources.

To qualify for the Rural Industrial Loan Fund, 10 percent of the project
cost must be contributed by the non-profit local development corporation.
These corporations are usually chartered as industrial foundations whose
membership is composed of community leaders. The remaining 50 percent of the
project cost is normally loaned by local lending institutions. In some cases
where local lenders reach their loan limit, other private or public financing
can be combined to develop the total package.

The Texas Rural Industrial Loan Fund has generated jobs and new local
and state taxes. It supports private enterprise by participating with local
banks, industrial foundations and new business ventures to create new jobs.
By increasing the fund and making more monies available for use in South
Texas, new industries and entrepreneurs will create jobs in the most under-
developed area of the State.

Development grant funds in the amount of $1 million would be contracted
to the TIC which would place the $1 million in the Rural Industrial Loan
Fund and "earmark" these funds for loans in the forty-county Basin.

B. Development of a Transportation System ($250,000)

Competitive transportation rates and services are necessary to attract
industry to South Texas. However, freight shipment costs are high due to
the region's remoteness from intrastate and interstate markets. As a re-
sult, industrial and agricultural development has suffered. Other deter-
rents to the Basin's growth are inadequate rail and air service, discrepan-
cies in state and federal regulations governing carriers, a lack of sub-
stantial regional transportation data and research, and the absence of a
coordinated and unified transportation plan for the Basin.
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Six major airports provide commercial service to the Basin. However,
over 78 percent of the Basin's 1375 total air freight was shipped into or
out of the San Antonio airport. This indicates that goods were often
trucked long distances in order to be air freighted. The total goods
shipped by air into or out of the Basin represented only 5.7 percent of
the State's total air freight.1® Air service to South Texas needs to be
improved. A study concerning the feasibility of an interregional airport
facility in the valley should be conducted. The Federal Aviation Administra-
tion's September, 1977, proposal to close airport traffic control tow?gs
in Brownsville, Harlingen, McAllen, and Laredo has yet to be resolved.
Should these facilities be eventually closed, an airport study would be
necessary to avoid economic loss and to continue air transportation service
to South Texas. :

Rail service to South Texas is also inadequate. A 1975 study indicated
that the Lower Rio Grande Valley's rail system was operating at about 20
percent of capacity. The percentage of fresh agricultural products shipped
by rail has steadily declined from 44.8 percent of the tota] goods shipped
in 1964 to 18.6 percent of the total goods shipped in 1974. 7 Regional rail
rates are often non-competitive with those of other states. As a result,
previous rail service users have increasingly patronized motor carrier ser-
vice.

Many rail lines are being considered for abandonment. GSTCB Commis-
sion staff testified in March, 1978, at a hearing in Alice, Texas, concern-
ing the proposed abandonment of about 150 milgs of rail spanning 7 coun-
ties from Victoria County to Hidalgo County.'® A decision regarding this
abandonment is still pending. Amtrak service from Chicago to Laredo via
San Antonio is being considered for discontinuance. An in-depth study of
rail transportation is clearly needed.

Due to inadequate rail and air services, South Texas is almost en-
tirely dependent upon motor carriers to move its products quickly to mar-
kets. South Texas must compete in national markets against producers from
California and Florida. Transportation rates, services, and facilities are
critical determinants in the highly competitive produce industry.

Three types of motor carriers operate in Texas: contract carriers,
common carriers, and specialized motor carriers. A confusing array of
regulations regarding these carriers often deprives South Texans of adequate
service. The specialized motor carrier transports livestock and agricul-
tural commodities. The Interstate Commerce Act permits an authorized con-
tract motor carrier to handle a shipment at a lower rate than a common motor
carrier could charge for the same shipment. However, intrastate regulations
effectively destroy the principal advantages offered by contract motor car-
riers since they cannot carry shipments at rates lower than the common
motor carrier. Many transporters of agricultural products refuse to provide
service during "off-seasons" although they have agricultural permits. This
creates a shortage of trucks to haul products and drives rates up even higher.
Intrastate shipments of agricultural goods are regulated by the Texas Rail-
road Commission, while interstate shipments are exempt from state and federal
economic regulations. This inequity of interstate and intrastate policies
has created a serious competitive disadvantage under which South Texas ship-
pers and producers currently oper‘ate.19
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An integrated and balanced transportation system plan for the Basin
must be formulated in order to develop the transportation services neces-
sary for economic development. Fragmented state policy has discouraged
intermodal planning, and there is no single mechanism to plan and coordi-
nate a basinwide transportation system. A Basin plan would investigate
the potential of a multi-modal freight terminal that could accumulate small
shipments at a central point and improve rates and services. The plan
would also assess the impact of present regulatory constraints and identify
any necessary changes.

The GSTCB Commission can coordinate the development of integrated and
balanced transportation system plans for South Texas. Development grant
funds in the amount of $250,000 should be used for this purpose.

C. Community Development ($800,000)

Community development is integral to attracting new industry and to
expanding existing industry in the Basin. Every community has an "infra-
structure"--a foundation of basic services and facilities for its popula-
tion, such as schools, utilities, medical facilities, housing, and streets.
Community development projects can assist communities in improving and ex-
panding these services. Community development block grant funds from the
U.S. Department of Housing and Urban Development (HUD) and public work
funds from the Economic Development Administration (EDA) are basic sources
of funds for community development. Other sources of funds for community
development projects include the Farmers Home Administration (FmHA), and
the Texas Department of Water Resources (TDWR) which administers grant
funds from the U.S. Environmental Protection Agency.

Title I of the Housing and Community Development Act of 1974 (P.L.
93-383) created a community development block grant program effective
January 1, 1975. This new Act replaced eight categorical grant and lean
programs: Open Space grants, Urban Beautification grants, Historic Pre-
servation grants, Public Facility loans, Water and Sewer grants, Neigh-
borhood Facilities grants, Urban Renewal and Neighborhood Development Pro-
gram grants, and Model Cities Supplemental grants.Z0

Eighty percent of all funds are used in Standard Metropolitan Statis-
tical Areas (SMSAs) and the remaining twenty percent are used in non-metro-
politan areas. There are three types of funding available under the Act--
entitlement, "hold harmless," and discretionary. Entitlement funding is
the major funding method and determines the amount a metropolitan city or
urban county receives by a formula based on population, extent of poverty,
and overcrowded housing. Discretionary funds come from balances after
entitlement and hold harmless commitments to metropolitan and non-metro-
politan areas have been met, and from the HUD Secretary's discretionary fund.

Twenty-two cities in the Basin receive funding under Title I of the Act.
Nine of these are entitlement cities; the other thirteen cities qualify for
funds under the hold harmless provisions. Congress seriously considered
eliminating the hold harmless provisions in 1977. If the hold harmless
provisions had been deleted, the thirteen cities would have lost over $6.5
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million a year in community development funds. These 13 communities would
have had to compete with over 100 other incorporated communities in the
Basin for Timited discretionary funds. In fiscal 1976, only twentyéfhree
communities in the Basin received funding from discretionary funds.

While community development block grants (CDBG) are 100 percent grants
and thus require no local matching funds, the number and types of project
applications for the program indicate the great need for development of
South Texas communities. HUD will soon announce the recipients of new
CDBGs. Entitlement grants are expected to increase but expected reductions
in discretionary funds will leave Texas "holding its own" in the CDBG
program.22

Grants for comprehensive planning are available from HUD under Section
701. However, only Timited funds are available and applicants must pro-
vide a 33 percent match. A total of 153 local governments made applications
in fiscal year 1979, 23 of which were in the Basin. Thirty-three applicants
received funding; nine were from the Basin.

The Public Works and Economic Development Act of 1965 provided for the
establishment of the Economic Development Administration (EDA). The purpose
of EDA is to help create employment opportunities and improve the living
standards in areas burdened by high unemployment or low family incomes. EDA
may provide grants and loans for public works and development facilities to
enhance economic and social growth in these areas.

Under direct grants, an eligible project in designated areas may re-
ceive grants covering up to 50 percent of the total project costs. Supple-
mentary grants are available to eligible projects in severely distressed
areas. These supplementary grants provide additional assistance to augment
basic grants from EDA or from other federal agencies when applicants are
unable to supply the required local share. Combined federal grants cannot
exceed the maximum grant rate that EDA has established for that project area.24

There are 95 incorporated communities in the Basin with populations of
5,000 or less. Due to low tax bases, Tow per capita incomes, and high in-
cidences of poverty, many of these communities cannot meet the matching
requirements for EDA grants.

Under the Local Public Works (LPW) Act of 1976, EDA grants were made
available which would cover the entire cost of an eligible project. There
were 306 proposals submitted by eligible applicants from the Basin, and only
37 were funded in "Round One" which ended December, 1976. A "Second Round"
of LPW ended July 31, 1977. There were 292 proposals submitted by eligible
applicants from the Basin and 67 were funded.2% Thus, many worthwhile pro-
jects still need funding from some source. GSTCB Commission Development
Grant funds could help some of these communities provide the local match to
qualify for funding under programs other than LPW.

The Governor's Budget and Planning Office (BPO) is involved in state-
wide economic development planning. Under Section 304 of the Public Works
and Economic Development Act of 1965, as amended, BPO has allocated over
$1.4 million for public works projects. An additiong] allocation from EDA
of approximately $700,000 is expected in early 1979.26 Money from the GSTCB
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Commission's proposed Development Grant could be used to provide the state
matching funds (20 percent of total project costs) required to use Section
304 funds for public works projects in the Basin,

The Consolidated Farm and Rural Development Act of 1961, as amended by
the Rural Development Act of 1972, authorized the Farmer's Home Administra-
tion (FmHA) to make community facilities loans. Funds may be used to de-
velop communities' facilities for public use in rural areas and towns of
up to 10,000 population. Any community which can obtain credit from commer-
cial or cooperative sources is not eligible for a loan from FmHA. Communities
smaller than 5,500 population are given priority under this program. But
these small communities--there are 95 such incorporated cities in the Basin--
often find it difficult to acquire matching funds for grants, much less re-
paying a Tloan.

The FmHA is also authorized to provide Toans and grants for the con-
struction of water and waste disposal systems in rural areas. FmHA can
provide grants when the cost of the proposed water or sewer facility
would result in excessive user charges. Priority is given to public bodies,
small towns with deteriorating systems, and applicants seeking to extend or
modify existing systems.

The major restriction on FmHA grant funds is that they may not ex-
ceed 50 percent of the project's eligible development cost. This does not
mean that the total amount of grant funds from all funding sources, includ-
ing FmHA, must be limited to 50 percent of project cost. To the contrary,
the total amount of grant funds from other state and federal sources may be
80 percent to 90 percent or more, depending upon the programs used.

The 50 percent grant limitation does affect communities which must
rely solely on FmHA for water and sewer financing. A significant problem
is that FmHA does not have sufficient grant funds to distribute to the
many eligible communities. Therefore, applicants are encouraged to supple-
ment FmHA funds with grants from state and other federal agencies t9 reduce
user charges and help make the project more economically feasible.?2

The Texas Department of Water Resources (TDWR) is concerned that present
and future water demands in Texas are met at the least possible cost while
simultaneously providing adequate protection to the environment. The TDWR
administers two loan funds to assist communities in meeting their water
needs. One fund assists communities in obtaining adequate water supplies
and the other assists in improving wastewater systems.

The TDWR also administers Environmental Protection Agency (EPA) grants
to improve water quality through pollution control. These EPA grants re-
quire a 25 percent local match. Many South Texas communities cannot take
advantage of the TDWR's loans or the EPA grants because the communities are
unable to repay the loans or provide the local matching funds. The GSTCB
Commission, utilizing a Development Grant fund, could assist these communi-
ties in making the size of the Toans affordable or in meeting the local
matching requirement.
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The GSTCB Commission received a grant from the Economic Development
Administration in 1976 to develop community economic adjustment strategies
for potential military base closings, The Industrial Economics Research
Division of Texas A&M University conducted the study through an %nteragency
contract. Over $100 million of needed projects were identified. 8 They
included water system and sewer system improvements, transportation improve-
ments, tourist and convention facility developments, industrial site develop-
ments, flood control projects, and a need for further technical assistance
studies. Yet, this report only included large Basin cities with military
facilities. The GSTCB Commission has been asked to assist Skidmore, Tynan,
Santa Rosa, and other small communities in solving their water, sewer, and
other needs.

Development Grant funds in the amount of $800,000 would be utilized
by the GSTCB Commission to assist communities in South Texas in meeting
local matching requirements of the federal government, in making the size
of loans affordable, and in matching EDA Section 304 grants.

D.  Human Resources ($200,000)

Recently, many communities have responded to their citizens' demands
for other human services such as public health, manpower, and other social
services. The major sources of funds for these services have been the U.S.
Department of Health, Education and Welfare (DHEW) and city or county govern-
ment revenues.

Through the Regional Human Resource Development (RHRD) project, the
GSTCB Commission has linked State and regional planning for more effective
planning and management of human services in the Basin. The human needs
of the people living in the forty-county Basin have been identified. The
majority of these needs is being met by programs funded directly or indirect-
1y by DHEW. Many city or county governments are involved in providing human
services that meet the needs of their citizens.

As a result of the RHRD planning activities, innovative proposals
responding to identified needs are being sent to the GSTCB Commission for
funding consideration. Most of these proposals are ineligible for funding
under existing federal and state programs. Development Grant funds in the
amount of $200,000 would be utilized to fund innovative human resources
projects and programs.

1. The Children's Heart Program of South Texas ($50,000)

The Children's Heart Program of South Texas (CHPST) has been deliver-
ing sub-speciality health care services to children for over four years. By
instituting a mobile health delivery system and utilizing satellite clinics,
CHPST has been able to serve rural areas that normally have 1ittle or no
health services. In addition to registered nurses trained as pediatric
cardiology associates, CHPST employs a psychologist and an anthropologist
who attend to the social, psychological and cultural aspects necessary to
comprehensive health care. CHPST's primary objective is to provide pediatric
cardiology care through screening, diagnosis, treatment and correction, and
social services to patients and their families. Accessibility to these ser-
vices is provided by holding cardiology clinics in eleven regional sites.
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The secondary objective of CHPST is to improve the general health
care with an emphasis on preventiye medicine-~especially in rural areas.
Thus, nephrologists, endocrinologists, and other subspecialty pediatricians
are regularly involved.

During the summer of 1977, CHPST with the aid of a GSTCB Commission
grant conducted a Summer Screening and Diagnostic Project. Almost 4,000
children were screened. Those children with critical problems were re-
ferred for emergency treatment and their progress monitored. Children with
less critical problems were scheduled for Tater treatment.

CHPST has relied on the U.S. Community Services Administration (CSA)
and private donations for their major sources of financial support. But,
CSA will soon discontinue funding as CSA considers their role to be a
"seed source" and that state or other sources should now provide funding.
The preventive medicine approach employed by CHPST is clearly one that
should interest the State of Texas. By finding and treating problems in
their early stages, thousands of tax dollars are saved over the cost of
hospitalization and treatment of more serious conditions.

The GSTCB Commission intends to fund the CHPST to conduct Summer
Screening and Diagnostic projects with a portion of the $200,000 designated
for human resources projects. CHPST will need $50,000 to successfully com=
plete one summer project.

2. Drop-out Study and Alternative Education Program Feasibility
Study ($50.000)

The educational attainment level of the people in the Basin is lower
than in the rest of the State. The median educational level in the region
was 10.3 years in 1970, compared to 11.6 years for the State as a whole.
The median educational Tevel of Spanish-surnamed Texans was 7.2 years in
1970. This has a definite impact on South Texas because Spanish-surnamed
persons comprised 53.5 percent of the region's total population or 51 per-
cent of the State's total Spanish-surnamed population in 1970.

Though the problem is not restricted to the Mexican-American population,
it is more pronounced among this minority. A series of reports on the educa-
tion of Mexican-Americans in the Southwest conducted in 1974 by the U.S. Com-
mission on Civil Rights identified that only 6 out of every 10 Mexican-
Americans enrolled in the first grade graduate from high school, while 9
out of every 10 Anglos enrolled receive high school diplomas. Therefore,
approximately 40 percent of the Mexican-Americans who start school 38 the
Southwest, including Texas, drop out before completing high school.

A comprehensive study regarding drop-outs needs to be conducted in order
to ascertain the exact number of drop-outs, why students drop out, where
they go and what they do, and how they may be brought back into the educational
system. Such a study could be done in South Texas where the drop-out problem
is particularly severe. The study would be useful to educators statewide.

There is a definite need for drop-out prevention programs in many of
the schools in the Basin. The program would provide specialized counseling
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and curriculum for drop-outs and potential drop-outs, Federal funds
are available for drop~out programs under Title IV, Part C, of the Ele-
mentary and Secondary Education Act (ESEA), but the funds are Timited.
Currently, there are seven projects funded under ESEA in Texas; three
are in the Basin.31

Although there are no specific funds at the State level for such
programs, a school district can utilize the State's Foundation School
Program Allocations to operate an alternative school for drop-outs and
potential drop-outs. The Corpus Christi Independent School District
operates an Alternative Education Center for drop-outs and potential
drop-outs. The Center serves about 325 students and graduates about 110
students each year.3 Naturally, operating such a center costs more be-
cause of the emphasis on individualized instruction. As a result, more
school districts do not utilize this approach because the Tlocal school
district has to gay for the added cost not covered through the Foundation
School Program.33 A separate State program for drop-out programs is needed
in Texas, particularly South Texas.

Texas needs to conduct a study to determine the feasibility of alter-
native education programs. South Texas, because of its drop-out problem
and the existence of a successful alternative education center, would be
a good study area. (See the Education Section of the Human Resource Develop-
ment Chapter for additional information.) Such a study would have state-
wide applications.

The GSTCB Commission intends to use $50,000 of its $200,000 develop-
ment grant for human resources to conduct a drop-out study and a study of
alternative education programs.

3. Other Innovative Human Resource Projects ($100,000)

Many innovative proposals have been sent to the GSTCB Commission as
a result of RHRD planning activities and in response to the grants-in-aid
program conducted with State general revenue funds during the summer of
1977. The GSTCB Commission would utilize the remaining $100,000 of the
$200,000 development grant for human resources for funding other projects
which will have a significant impact on the quality of 1ife of the people
of South Texas.
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ECONOMIC DEVELOPMENT

In order to improve the quality of 1ife of South Texans on a long-range
basis, it is necessary to help them become more self-supporting. South Texans
must have jobs. To this end, the Greater South Texas Cultural Basin (GSTCB)
Commission has sought to identify barriers to the economic development of the
Basin and to recommend corrective actions.

In June, 1978, the GSTCB Commissioners unanimously approved a development
grant proposal seeking $2.75 million for the 1980-81 biennium. The Commissioners
felt this development grant would enable the GSTCB Commission to accomplish
many of the economic development goals and objectives set forth in Developing
South Texas: A Report to the Governor and Legislature published in March, 1977.
In July, 1978, the GSTCB Commission's Economic Development Committee also agreed
that a development grant appropriation would help accomplish many of the economic
development goals and objectives developed through the GSTCB Commission's
planning process. In August, 1978, the development grant proposal was discussed
with Governor Briscoe. The Governor received the proposal favorably and in-
cluded the development grant request in his budget for the 1980-81 biennium.
Thus, the development grant proposal forms a cornerstone of the GSTCB Commis-
sion's economic development program. (See Development Grant Proposal Chapter
for more details.)

The recommendations that follow focus on developing those resources that
will not be fully addressed by use of a development grant fund. The continued
development of capital resources, community development, natural resources,
marketing, and transportation will have a great impact on recruiting new indus-
tries to the Basin and increasing job opportunities. The development of the
labor force through education and skills training is addressed in another
chapter, Human Resource Development.
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CAPITAL RESOURCES

Communities in the Greater South Texas Cultural Basin report insuffi-
cient financial resources to develop housing, businesses, tourism, indus-
tries, and natural resources. There is a need to increase funding from
each of three sources--federal, state, and private. Each source will be
discussed and recommendations will be made to increase the funds available
to communities in the Basin.

1. Federal Funding Resources in the Basin. The injection of federal
capital into a developing area can make the difference between a weak, mar-
ginal economy and one suited for development and growth. Typically, the
economy of a developing area is based on agriculture, raw material exporta-
tion, infant industry, and Tow educational attainment of the labor force.
South Texas by all of these measures is a "developing area." Its primary
exports are raw materials and agricultural products and its industry is
"infant industry," or consists of satellites of large companies headquartered
elsewhere. The Basin is predominantly rural, and in the areas of emg]oyment,
education, and housing, compares unfavorably with the rest of Texas. (See
also Tables 7, 11, and 15 in Appendix B.) Thus, there is a pressing need for
federal and state attention to particular Basin problems with a view of the
area as a "developing region."

National and state attention to this area has focused mainly on polit-
ical issues, such as farmworkers' marches, school walkouts, and trials
involving local politicians. Economic attention has been inadequate. In
1975, the Basin, with 17.9 percent of the State's population, received 20.9
percent of all federal funds allocated to Texas.2 Although this seems to
represent an equitable share, the area's needs are more severe than other
parts of Texas. The distribution of funds on a basis proportional to the
population will do no more than maintain the status quo. The conditions in
South Texas require that funds be more nearly equal to the need. However,
federal funds to the region for housing and water and sewer projects--two
areas indispensable to development--amounted to only 8.95 percent and 6.5
percent, respectively, of the funds spent in Texas.® The Basin only received
12.5 percent of federal manpower funds allocated to Texas by the federal
government for all programs.

2. State Funding Resources in the Basin. The Greater South Texas
Cultural Basin needs additional support from the State for economic develop-
ment programs. The nonrenewable energy reserves of the Basin, such as oil
and gas, are being depleted at an alarming rate. In 1970, for every unit
produced there were 8.8 units of known reserves; by 1975, the known reserves
had dropped to 5.1 units for every unit produced. Eventually, this depletion
will exhaust reserves, causing the Basin to lose a major source of revenue.
State and other funds are needed to create a new economic base capable of
replacing the tax base presently supported by mineral extraction.
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The State can help make available the capital needed for Basin develop-
ment by allocating more monies to the Texas Rural Industrial Loan Fund ad-
ministered by the Texas Industrial Commission (TIC). This fund was estab-
lished by the Legislature in 1971 to meet a need in rural areas for long-
term mortgage money for land and buildings. Its low interest rates provide
an incentive to manufacturers to locate in rural areas. In 1973, the Legis-
lature appropriated $600,000 for the Texas Rural Industrial Loan Fund and
allowed all loan repayments plus interest to go back to the_fund for reloan-
ing. Six loans were made statewide, creating 997 new jobs.® The industries
financed are paying a total of $194,150 in state taxes annually; the total
payroll was $5,467,000. One loan, for $160,000 has been made in South Texas.
This loan, in Alice, Texas, created an annual payroll of $1,000,000 and 215
new jobs, as well as $40,000 in state taxes. Neither the 64th nor the 65th
Legislature appropriated additional funds for the Rural Industrial Loan
Fund. Repayments of loans and interest have permitted two additional loans
to be made, neither of which was in the Basin.

Recently, Governor Briscoe made available $300,000 from his Budget and
Planning Office to the TIC for rural industrial loans in the Basin. These
funds will enable several new loans to be made which will generate new jobs
and state and local taxes.

The law permits the TIC through the Rural Industrial Loan Fund to
participate with up to 40 percent of the total project cost of land,
building, and fixed assets. To qualify for participation in the fund,
10 percent of the project cost must be contributed by a non-profit local
development corporation. These corporations are usually chartered as
industrial foundations whose membership is composed of community Teaders.
The remaining 50 percent of the project cost is normally loaned by local
lending institutions. In some cases, where local lenders reach their
loan limit, other private or public financing can be combined to develop
the total package. In 1975 the average participation by TIC was 22.7
percent. Thus, for each $1 tpe state has loaned, $4.75 has been loaned
or invested by other sources.

The fund has generated jobs and new local and state taxes. It supports
private enterprise by participating with local banks, industrial founda-
tions, and new business ventures to create new jobs. By increasing the
statewide fund to $5 million, more monies should be available for use in
the Basin, and new industries will move in and create the greatly needed
job opportunities in the most underdeveloped area of Texas.

The GSTCR Commission believes this program to be vital to successful
economic development in South Texas. One million dollars of the Commission's
$2.75 million development grant fund would be directed to the Rural In-
dustrial Loan Fund to be spent in the forty-county Basin (See Development
Grant Proposal Chapter).
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Recommendation:

* THE LEGISLATURE SHOULD APPROPRIATE $5 MILLION TO THE TEXAS
RURAL INDUSTRIAL LOAN FUND ADMINISTERED BY THE TEXAS INDUS-
TRIAL COMMISSION.

3. Private Financial Resources for the Basin. The development of
an infrastructure capable of supporting continued growth for the Greater
South Texas Cultural Basin depends in large part on the ability of financial
institutions to provide a supply of money to local entrepreneurs and to at-
tract promising business activities searching for venture capital. A sur-
vey on the availability of funds revealed that the total deposits for all
banks within the Basin as of December 31, 1975, amounted to $5.6 billion.
Only $3 billion of these funds had been made available for loans by the
banks. In contrast, the total banking system of Texas, including the Basin
banks, generated a total of $62.9 billion in deposits of which $36.5 billion
were loaned. The loans by Basin banks represent 8.23 percent of the loans
made by all Texas banks during that-year. The deposits in Basin banks
represent §n1y 8.97 percent of the total deposits in all Texas banks during
that year.® Since the Basin supports 17.9 percent of the total Texas popula-
t'ionﬁ the comparatively Tow deposits indicate the need for additional money
in the Basin.

Several mechanisms to create these additional monies need to be initi-
ated and pursued. One is the formation of Small Business Investment Corpor-
ations (SBICs) and Minority Enterprise Small Business Investment Corporations
(MESBICs) licensed by the Small Business Administration (SBA). SBICs and
MESBICs supply venture capital and long-term financing to new and existing
firms for expansion, modernization, and operations. They also provide manage-
ment assistance.

SBICs must operate within SBA regulations, but their transactions with
small companies are private arrangements and have no connection with SBA.
SBA may make loans or guarantee 100 percent of the loans of private lending
institutions to SBICs to add to their funds for financing new ventures. Such
loans may be subordinated with up to fifteen-year terms. The maximum loan
to a SBIC is $35 million, or three times the SBIC's private paid-in capital.
SBICs are owned and operated by established industrial or financial concerns,
community ?r business-oriented economic development organizations, and private
investors. 10

A Minority Enterprise Small Business Investment Corporation (MESBIC)
operates under the same rules and regulations as a SBIC. However, there are
some differences. MESBIC loans may only go to firms where there is pronounced
and substantial minority involvement. Also, MESBICs may invest up to 30 per-
cent of operating capital in one firm, while SBICs may only invest 20 percent.
MESBIC loans generally are first-stage investments involving venture capital
or the purchase of a substantial amount of equity in the firm; in other words,
the SBA shares in the firm are greater. The firm can defer payment of the
3 percent interest on the Toan for up to 5 {Tars. In this way, the firm can
"leverage" a greater amount of SBA capital.
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If all or most banks in the Basin could be interested in the develop-
ment of a SBIC or MESBIC, this could result in more funds for private ventures.
In turn, this venture capital would generate increased bank deposits. The
resulting multiplier effect will attract badly needed private investment.

Another means of encouraging direct private investment in the Basin
is to provide incentives through state-level industrial financing. The
availability of industrial revenue bonds is an effective mechanism to pro-
vide these incentives. The industrial revenue bond allows a city, county,
or conservation and reclamation district to issue tax free bonds to develop
land, buildings, equipment and facilities required for industrial development
or medical facilities. The interest rate on the tax exempt bond is signifi-
cantly lower than that charged for comparable corporate bonds, and the bond-
holders pay no federal income tax on their interest income.

Under this program, a city, for example, can issue bonds for 100 percent

of the cost of a project. The project, when constructed, is leased to a non-
profit industrial dorporation, specially formed to serve as the "lessee."
The corporation, in turn, subleases the plant to an industry. Final agree-
ment regarding the provisions of the lease, the term of the bond, and other
details are negotiated among the industry, the Tocal industrial corporation,
and the issuing city.

The Texas Constitution (Article 3, Section 52a) currently prohibits a
political subdivision from lending its credit or granting public money or
aid to individuals, associations, or corporations. Article 5190.1, VTCS,
passed in 1971, does allow a political subdivision to issue revenue bonds
for specific purposes such as construction and maintenance of lakes, reser-
voirs, dams, roads, and turnpikes. But a constitutional amendment will be
necessary in order for a political subdivision to issue revenue bonds for
industrial and rural development purposes. In November, 1978, a proposed
constitutional amendment to enable the issuance of such revenue bonds was
rejected by the voters in the wake of a tax revolt movement.

Authorization of industrial revenue bonds is significant to the indus-
trial development of South Texas. Eighty percent of the industries in Texas
lease rather than own their buildings. 2 Competition in providing a facility
at the least cost has caused most states to enact legislation allowing their
political subdivisions to issue bonds for this purpose. Presently 46 states,
including New Mexico, Oklahoma, Arkansas, and Louisiana, allow industrial
revenue bond exemptions. If South Texas is to be competitive with these
neighboring states in attracting new industry, a strong case can be made
that Texas should authorize the issuance of industrial revenue bonds.

Another method of increasing capital in the Basin is through the use
of state funds deposited in Basin banks. Presently, the State Depository
Board pro-rates the share of its deposits according to bank size among ap-
proximately 1400 banks throughout the State. Every two years, all Texas
banks are invited to submit bids for acquiring state deposits. By mandate,
no bank can receive state deposits in an amount exceeding the bank's paid
up capital stock and permanent surplus. To qualify for state deposits, a
bank must furnish a depository bond signed by a state approved surety com-
pany in an amount equal to not less than double the amount of state funds
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allotted, or they may pledge any securities guaranteed by the federal or
state government in an amount not less tTan 5 percent greater than the
amount of state funds which they secure.l3 These requirements place

undue burdens on small banks in underdeveloped areas and should be revised
to allow more of these banks to qualify for state deposits. The deposit

of state funds in Basin banks at terms favorable to the banks will increase
the availability of capital.

Recommendation:

- THE GSTCB COMMISSION SHOULD SUPPORT THE EFFORTS OF THE TEXAS
INDUSTRIAL COMMISSION'S DIYISION OF MINORITY BUSINESS
ENTERPRISE TO HELP ESTABLISH SMALL BUSINESS INVESTMENT COR-
PORATIONS AND MINORITY ENTERPRISE SMALL BUSINESS INVESTMENT
CORPORATIONS IN THE BASIN.
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FOOTNOTES

ly.s. Department of Commerce, Bureau of the Census, General Social
and Economic Characteristics, 1970 Census of Population, PC(1)-C45,
(Washington, D.C.: U.S. Government Printing Office), pp. 928-949.

2C0mmunity Services Administration, Federal Qutlays in Texas, Fiscal
Year 1976, (Washington, D.C.: U.S. Government Printing Office), statistical
analysis based on "State Summary by Federal Agency Operations," p. 6., and
"County Summary by Federal Agency Operations," pp. 1-255.

3Ibid.
4

|

-

bid.

SJerry Heare, Texas Industrial Commission, telephone interview held
on the Texas Rural Industrial Loan Fund, Austin, Texas, January, 1979.

61bid.
TIbid.

|

8Southwestern Bank Directory, Spring 1976, edited and published by
William L. Moseley, Southwestern Banking Publishers, Fort Worth, Texas, 1976.

9U.S. Department of Commerce, 1970 Census, pp. 928-949.

105e1ect Committee on Small Business, U.S. Senate, Small Business Invest-
ment Act, October 1, 1974.

11Ra1ph DeAnda, Texas Industrial Commission, telephone interview on MESBICs,
Austin, Texas, January, 1979.

12| puis E. Campbell, Financing Industrial Facilities, Economic Series
Number 10-75, (Austin, Texas: Texas Industrial Commission, 1975), p. 1.

13Depositories, Vernon's Texas Civil Statutes, Aritcle 2529.
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COMMUNITY DEVELOPMENT

Community development is integral to attracting new industry and to expanding
existing industry in the Basin. Every community has an “infrastructure"--a
foundation of basic services and facilities for its population, such as schools,
utilities, medical facilities, housing, and streets. Community development
projects can assist communities in improving and expanding this infrastructure.
The availability and adequacy of water and sewer systems, as well as other
utility systems, determine in large part the ability to develop and use land
for residential, commercial, or industrial growth. Therefore, improvement of
a community's infrastructure enhances the locale and makes it more competitive
with other regions for attracting new business and trade.

The availability of funds to initiate and complete community development
projects is the principal element of concern. Community development block grants
from the U.S. Department of Housing and Urban Development (HUD) and public work
grants from the Economic Development Administration (EDA) are basic sources of
funds for community development projects include the Farmers Home Administration
(FmHA) of the U.S. Department of Agriculture, and the Texas Department of Water
Resources (TDWR), which administers grant funds from the U.S. Environmental
Protection Agency.

The GSTCB Commission's development grant fund will enable the Commission to
accomplish many of its community development goals and objectives. Most of the
$800,000 budgeted for community development will be used to match existing state
and federal grant programs (see Development Grant Chapter).

This section examines two areas--economic adjustment strategies and mili-
tary installations--which warrant attention but do not fall within the scope
of the GSTCB Comission's development grant fund.

1. Economic Adjustment Strategies. The Economic Development Administra-
tion (EDA) awarded a grant to the Greater South Texas Cultural Basin (GSTCB)
Commission in 1976 to analyze the economic problems facing South Texas and to
develop an economic development and adjustment program to alleviate these
problems in the Basin. The GSTCB Commission contracted with the Industrial
Economics Research Division of Texas A&M University to conduct the study. The
economic adjustment problems in the Greater South Texas Cultural Basin identified
in the study are presented below.

Several counties in the Basin were found to have severe economic problems.
Each had an increase in unemployment rates over a four-year period. Economic
adjustment problems were 1dent1fied in the counties of Bexar, Cameron, Nueces,
San Patricio, Starr, and Webb.

Plant closings, plant layoffs, and other reductions-in-force occurred in a
number of the sectors that provided significant employment opportunities and
income for persons living in the Basin. This current situation, plus the
existing low median income and high unemployment rates, has had a major adverse
impact on the economy of the Basin.

Many firms in the Basin laid off members and experienced a sharp loss in

revenue in 1975. Over $133 million in lost revenue was reported by firms con-
sidered in this report. Other firms not reporting a revenue loss did in fact
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lose substantial revenue, but did not want their losses reported. Tablel0 in
Appendix B groups the key Basin industries by product or service which have
experienced plant closings, layoffs, or reductions-in-force and summarizes the
income and employment impact within the Basin.

To summarize, tie impact of the plant closures, plant layoffs, and other
reductions-in-force was estimated to have had a significant effect on the
economy of the Basin. The total effect was less visible or pronounced because
most of the economic probiems occurred in three major metropolitan areas, the
San Antonio SMSA, Brownsville-Harlingen-San Benito SMSA, and the Corpus Christi
SMSA. (The Laredo SMSA is mentioned .lso.) Regardless of the location of the
economic problems, a significant number of jobs and people were estimated to
have been affected. It is estimated that approximately $85 million in direct
household income was lost and 11,443 people were without jobs in 1975. The
total impact was estimated to have been approximately $136 million in income
and over 21,000 jobs.

The problems communities are facing were taken up by several task forces
whose purpose was to define strategies that would offset the existing or anti-
cipated economic adjustment problems. Input was gathered from a wide variety
of sources and developed by political and other community leaders.

The total economic development strategies resulted in identification of
projects totaling over $184 million for the communities studied. The communities
studied represent a good cross section of the communities in the Basin. Based
on this identified need, and without availability of similar studies for the
rest of the Basin communities, it is estimated that the needs of the total num-
ber of gasin communities are many times greater than the $184 million iden-
tified.

Many of these community projects may be eligible for funding under Title IX
of the Public Works and Economic Development Act of 1965, as amended. The
purpose of Title IX is to provide assistance to communities experiencing severe
economic problems, such as high unemployment, resulting from plant closings,
plant layoffs, and other reductions in the labor force by industry or govern-
ment. Since these communities are eligible for federal assistance under Title
IX of the Act, they should actively pursue the funding of these projects from
the Economic Development Administration.

Recommendation:

THE ECONOMIC DEVELOPMENT ADMINISTRATION OF THE U.S. DEPARTMENT OF
COMMERCE SHOULD GIVE SPECIAL CONSIDERATION TO TITLE IX PROJECTS
SUBMITTED BY COMMUNITIES IN THE BASIN.

2. Military Installations. Spending by military installations in South
Texas is an important factor in the overall economy. Since 1968, several Texas
bases have been among approximately 1,400 to be closed, resulting in severe
economic problems in some communities. A definite correlation exists between
base cutbacks or closures and the economic stability of a community. In fact,
due to the location of the communities with military installations and the
location of the trade centers in South Texas, it is likely that the impact of
military spending is felt throughout the Basin. A 1976 study conducted by
Texas A&M University for the Greater South Texas Cultural Basin Commission
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determined that the military installations in Beeville, Corpus Christi, Del

Rio, Kingsville, and San Antonio employ 90,375 individuals--50,221 military
personnel and 40,154 civilians. Wages paid by South Texas military installa-
tions totaled over $1.2 billion, of which approximately $512 million was paid

to military personnel and over $515 million to civilians. In addition, military
retirement pay in South Texas totaled over $211.7 million during 1975.3

Due to the significant impact military installations have on the economy
of Tocal communities, there is a need for a formal notification period of
intended base cutbacks or closures. This time period is critical for a com-
munity to formulate and implement an economic adjustment strategy to soften
the economic impact of reduced military spending in the area.

Currently, the military is required under the National Environmental
Policy Act to issue an environmenta1 impact statement (EIS) for public review
on proposed base closings.™ These statements must outline significant impacts
on the physical and the socio-economic environment resulting from any intended
base realignment. Initially, the military must announce to all appropriate
federal, state, and local governmental units that a particular base is a candi-
date for cutback or closure. An internal EIS is then developed. A draft EIS
is usually published 180 days after this internal review is completed; a final
EIS is released 90 days afterward.

It is in this final EIS that the military formally announces its intent to
cut back or close a military installation. Only after the publication of this
document does the affected community know with certainty the intentions of the
military. A period of 90 days is required after the final EIS is released
before the military may proceed with base cutback or closure. Thus, the total
time involved from the initial proceedings to the actual withdrawal is approxi-
mately one year; however, the period of formal notification of base cutback or
closure given to the community is 90 days.

Recommendation:

CONGRESS SHOULD ENACT NEW LEGISLATION GOVERNING FORMAL MILITARY
NOTIFICATION TO AFFECTED COMMUNITIES OF INTENDED BASE REALIGNMENT
BY REQUIRING THE MILITARY TO ALLOW A MINIMUM OF TWO YEARS AFTER
THE FINAL DECISION HAS BEEN MADE TO CUT BACK OR CLOSE A MILITARY
INSTALLATION. THE LEGISLATION SHOULD INCLUDE A PHASEDOWN PLAN
FOR MILITARY CUTBACKS OR CLOSINGS.
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FOOTNOTES

TIndustrial Economics Research Division, Texas A&M University, Greater
South Texas Cultural Basin - Strategies for Economic Growth, Volume II, Part B
(ColTege Station, Texas, 1977), p. 5.

2Industrial Economics Research Division, Strategies for Economic Growth,
Volume II, p. 123-128

3Industrial Economics Research Division, Texas A&M University, Greater
South Texas Cultural Basin - Strategies for Economic Growth, Volume TII, Part C
(College Station, Texas, 1977).

4National Environmental Policy Act of 1969, Chapter 55, Section 4333,
United States Code, 1970 Edition Title 42 - The Public Health and Welfare.
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NATURAL RESOURCES

Natural resources are a vital part of the Greater South Texas Cultural
Basin. 0il, gas, and water exert a major influence on the growth and develop-
ment of this area. But these natural resources are being depleted. Informa-
tion from the Texas Department of Water Resources (TDWR) suggests that most of
the available water sources in South Texas have been developed to their full
potential. At the current rates of use, the demand placed on these sources
will exceed supplies by the year 2000.! A comparison of known o0il and gas
reserves in the Basin for 1970 and 1975 reflected a rapid depletion rate.

The development of alternative energy and water supply sources becomes a
critical need as our natural resources are depleted. Conservation measures
are also needed to retard depletion. An "Energy Education Framework" is being
developed jointly by the Texas Education Agency and the Governor's Office of
Energy Resources. This Framework will be a guide to teachers of all subjects
in grades 1-12 and will show them how to incorporate conservation infoyrmation
into their specific subject area (i.e. English, mathematics, history).® The
Framework is currently being tested in five schools (none in the Basin) and a
refined model should be ready by Fall 1979.4 This approach can help alleviate
the problem of rapidly declining resources.

The feasibility of geopressured, geothermal energy is also being investi-
gated. The Bureau of Economic Geology, University of Texas at Austin is
currently drilling a test well in Brazoria County. The Armstrong Fairway,
located in Kenedy County, appears to be the best Basin site and may be developed
in the next several years.® Thus, this potential source of energy may be
important to Basin development in the near future.

The development and conservation of water resources and the research and
development of guayule production were areas that the GSTCB Commission felt
would make the greatest, short-term impact on natural resource development in
the Basin.

1. Water Supply Alternatives. 1In 1974, the total amount of water required
for all uses (municipal, manufacturing, irrigation, livestock, and mining) in
the forty-county Basin was 2,223,200 acre-feet. The total surface and ground
water supplies available to meet these requirements amounted to an estimated
2,686,000 acre-feet in 1974, resulting gn a surplus of water supplies of
462,000 acre-feet for the entire Basin.® However, this supply total represents
only the physical quantity of water available for use in the area, irrespective
of considerations of water rights. There are other institutional constraints
and geographic locations within the region which would impinge upon the ability
of specific supply sources to be realistically matched with specific water
demands.

In the year 2000, water supplies in the Basin are projected to reach
3,193,000 acre-feet annually. This total includes the estimated annual yield
of ground water aquifers, together with existing and potential surface water
projects to serve the area. Assuming these potential projects are fully
developed, these figures should hold. On the other hand, the total amount of
water requirements for all uses is projected to be 3,451,300 acre-feet for
the forty-county area in the year 2000. If this apparent shortage is to be
avoided, it will be necessary to fully develop all of the area's potential
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reservoir sites and provide for the importation of more water from other
sources by the end of this century. These projections have not included

the area's water requirements for an irrigation project which would open up
two million acres for agricultural production and could increase the Basin's
income by more than $1 billion per year.

GREATER SOUTH TEXAS CULTURAL BASIN
TOTAL WATER REQUIREMENTS BY TYPE OF DEMAND
(ACRE-FEET)

Type of Demand 1974 2000
Municipal 342,946 731,566
Manufacturing 74,286 106,525
Irrigation 1,751,277 2,543,389
Livestock 44,759 56,642
Mining 9,936 13,177
TOTAL 2,223,204 3,451,299

SOURCE: Texas Department of Water Resources, 1974.

Supplementary water for industrial, commercial, and agricultural use is
necessary to maintain the Basin's current level of growth and productivity.
Another dimension to this need is added when population projections for the
forty-county area are reviewed. According to projections by the TDWR, the
population will jump from 1,958,909 in 1970 to 2,952,200 in 2000, doubling
municipal water needs as reflected in the chart above.

Thus, provision of new water supplies for the Basin is directed at two
goals: (a) importation of water for municipal, industrial, and agricultural
purposes to maintain the current level of growth; and (b) determination of
the feasibility of new irrigation throughout South Texas.

Having stressed the need for water for industrial growth, it is useful
to recognize the importance of agriculture to the Basin. Preliminary esti-
mates indicate that some two million acres merit detailed consideration with
respect to development of new surface water irrigation projects. MWater
requirements to satisfy such goals could total approximately four million
acre-feet per year.g Given the importation of water, the area has great
potential as a major food-producing area. In addition to the more than a
$1 billion increase in the area's income, the result would be the creation
of 47,000 new jobs for the Basin and its development into a highly productive
region. In an underfed world with a growing population, the Begion's poten-
tial as a food-producing region takes on added significance.]

The Texas Water Development Board, now an agency within the newly-created
Texas Department of Water Resources, has conducted public information forums
across the State in the past. These forums were closely associated with the
proposed Constitutional amendment put before the voters in November, 1977, to
increase the State's capability to provide financial assistance to local
governmental entities for water resource projects. A viable program designed
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to inform and educate the public on critical water resource problems and needs
should be continued by the new Texas Department of Water Resources.

In November, 1977, Texas voters defeated a proposed Constitutional Amend-
ment which would have authorized issuance of an additional $400 million of
Texas Water Development Funds for water development and related purposes.
Presently, about $161 million of unobligated funds remain in the Texas Water
Development Fund which, at the current rate of use, would be exhausted within
2 to 4 years.l]

In addition to the urgent need for these funds for local, non-federal
water resource projects and related facilities, the Carter Administration will
submit legislation to the next session of Congress which provides for mandatory
new "front-end" cost sharing of federal water projects by state and/or local
governments. If approved by Congress, this requirement would provide for an
initial cash contribution by state interests of TE to 10 percent of the total
construction cost of each federal water project.

The Legislature should develop means for gaining public support for con-
tinued financing of needed water resource projects. Additionally, should
presidential initiatives concerning front-end cost sharing be approved by
Congress, the Legislature must seek ways of assuring that necessary front-end
project financing will be available for new federal water projects.

Recommendations:

THE TEXAS DEPARTMENT OF WATER RESOURCES (TDWR) SHOULD CONTINUE A
STATEWIDE PROGRAM TO EDUCATE CITIZENS ON THE CRITICAL WATER NEEDS
OF THEIR REGION AND STATE. THE LEGISLATURE SHOULD ASSURE ADEQUATE
FUNDING FOR SUCH A PROGRAM, AND THE GSTCB COMMISSION SHOULD ASSIST
THE TDWR IN THE PROGRAM.

THE LEGISLATURE SHOULD IDENTIFY METHODS OF GAINING PUBLIC SUPPORT
FOR FINANCING WATER DEVELOPMENT IN TEXAS.

2. Guayule. Several plants native to Texas and Mexico have significant
potential for commercial production. Research and development of yields and
domestication is currently underway for the following plants:

Jojoba bean--yields a lubricant identical in quality to costly
sperm 0il;

Crambe--yieélds an oil used to make nylon or as a replacement for
imported rapeseed 0il in food industry processes;

Winged bean--highly nutritious tropical plant edible by humans or
livestock;

Leucaena--fast-growing tropical tree that is a potential source
of forage, fuel, timber, and fertilizer; and

Guayule--desert bush that produces a high-quality natural rubber. 13
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Of these plants, the guayule (native latex) has been given the most recent
attention. Natural latex rubber is of vital importance to the economy of the
United States. Currently the U.S. purchases approximately one million tons of
natural (Hevea) rubber a year. The guayule plant is native to Texas and Mexico
and could provide a substitute natural rubber. However, further research into
the yield of native latex (guayule) must be conducted before commercialization
will be feasible. Research is presently being conducted by Texas A&M Univer-
sity, Goodyear, Uniroyal, B.F. Goodrich, and by _Firestone, which plans a large-
scale planting of the shrub near Fort Stockton.

The Congress recently enacted P.L. 95-592 (see Congressional Record,
October 13, 1978, pages H13353-q%3355), which authorized extensive research
into guayule commercialization. But Congress has yet to appropriate any
of the $30 million authorized for a four-year period. Five million dollars
was authorized for the first year of research, development, and demonstration.

Recommendation:

CONGRESS SHOULD APPROPRIATE $30 MILLION OVER A FOUR-YEAR PERIOD
TO IMPLEMENT PUBLIC LAW 95-592, WHICH ESTABLISHES A RESEARCH,
DEVELOPMENT, AND DEMONSTRATION PROGRAM OF GUAYULE RUBBER PRO-
DUCTION AND MANUFACTURE AS AN ECONOMIC DEVELOPMENT OPPORTUNITY
FOR THE SOUTHWEST.
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]Texas Department of Water Resources, unpublished data and materials,
Austin, Texas, 1977.

2American Gas Association, American Petroleum Institute, and Canadian
Petroleum Association, Reserves of Crude 0i1, Natural Gas Liquids and Natural
Gas in the United States and Canada and United States Productive Capacity as
of December 31, 1974, Vol. 29, May 1975, pp. 55-68, 151-154, and 211 and 212.

3Chris Roitsch, Governor's Office of Energy Resources, telephone interview,
Austin, Texas, December, 1978,

4r. Ira Nell Turman, Texas Education Agency, telephone interview, Austin,
Texas, December, 1978.

S5Dr. Don Bebout, Bureau of Economic Geology, University of Texas at Austin,
interview, Austin, Texas, December, 1978.

6Texas Department of Water Resources, unpublished data, 1977.

"Texas Department of Water Resources, unpublished materials, Austin, Texas,
1974.

81hid.

ITexas Water Development Board, Water for Texas, Austin, Texas, September,
1974, p. 1.

10Texas Bepartment of Water Resources, unpublished materials, 1974.

1charles Nemir, Texas Department of Water Resources, interview, Austin,
Texas, December, 1978.

121h4d.

13“5ta1k1’ng the Wild Cash Crop," Business Week, November 6, 1978, pp. 211-214,

141hid.,

15y.s. Congress, House, Native Latex Commercialization Act of 1978, S. 1816,
95th Cong., 2nd sess., 1978.
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MARKETING

The marketing objectives of South Texas are to emphasize the area's
resources and desirability in order to attract new industry and increase
tourism, and to insure that methods of producing needed income remain viable.
The important task of industrial promotion and attraction is to be partially
accomplished with the GSTCB Commission's development grant fund (see Develop-
ment Grant Proposal Chapter). This section presents recommendations to
increase tourism, support the "twin-plant" concept, and expand international
trade.

1. Tourism Development. The Basin, more than any other region of the
State, is endowed with a variety of attractions for recreational opportunities.
At least five groups of activities can be identified. The Basin has facilities
to serve the convention trade, with both San Antonio and Corpus Christi having
accommodations to handle large groups. The Gulf Coast with its beaches, fishing,
and water sports provides opportunities for attracting a second group. There
are historical towns, border towns, fiestas, town celebrations, and parks and
sceneries that will attract yet another type of tourist. The economical cost
of living attracts the winter visitor who spends one-third of the year in the
area. And lastly, the transient tourist on his way to Mexico usually spends
a day or two along the border towns prior to his entry into Mexico.

Although the recreational opportunities are there, insufficient emphasis
has been given to promoting the Basin. The Texas Tourist Development Age?cy
(TTDA) has been spending about $480,000 in overall marketing development,
which presumably influenced the 3,722,000 visitors to the State in 1975. How-
ever, only 12 percent of all tourists counted by the Texas Department of
Highways and Public Transportation visited the Basin; moreoyer, only 3 per-
cent reached Brownsville and only 1 percent reached Laredo. These low
figures show a pressing need to find a new approach to attract tourists to
the Basin. The TTDA needs its funding level for tourism advertising increased,
which would help attract more tourists to Texas and the Basin.

Tourism advertisements will attract people to an area. Tourists, in turn,
will spend money in that area. For instance, in 1975 the TTDA spent $300,000
in advertising; visitors to Texas spent a total of $652.6 million that year.
Thus,smedia advertising in that year resulted in a $39 to $1 return-on-invest-
ment.

Recent developments have created additional opportunities to attract
tourists to South Texas. In September, 1976, Mexico devalued the peso by
approximately 50 percent. In addition, a recent decision by the Federal Avia-
tion Administration has made possible low fare flights from Dallas to the Rio
Grande Valley through San Antonio. These two events lend themselves to create
a low fare package to visit South Texas and the Mexico border. A series of
packaged tours need to be developed and marketed through tourism bureaus in the
State. Large cities in Texas, such as Dallas and Houston, could be prime
targets for a "see Texas first" campaign with the Basin as the focal point.
This marketing effort should be concentrated at international ports of entry
to the United States and in trade journals.

A 1976 study done for the TTDA by the University of Texas Bureau of

Business Research found that 54.4 percent of all respondents to ads actually
visited Texas in the same calendar year in which the ads were published.
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Over 31,000 people responged to these ads; these persons may be considered
heads of visitor parties.

The Texas Department of Highways and Public Transportation estimated
that in 1975 the average visitor party spent $373.92 during its Texas stay.
Multiplying this $373.92 by the actual 31,089 visitor parties produced by
the Texas Tourist Development Agency ads, Texas enjoyed over $11.6 million
in tourist receipts as a result of the advertising._ Unfortunately, it is
estimated that only $1.4 million reached the Basin.

The TTDA had a budget of $1.6 million during the 1978-79 biennium. They
are requesting $3.6 million for the 1980-81 biennium. The additional $2 mil-
lion requested is needed to continue all activities at their current level
($0.6 miTlion) and to begin advertising on television ($1.4 million). The T.V.
ads will "air" in 1% metropolitan markets outside of Texas but within a day's
drive of the State.

TTDA currently spends $400,000 on advertising. Competition from other
states means Texas must keep pace to retain its share of the national market.
(For instance, the State of New York has budgeted %7 million for advertising
and the State of Florida has budgeted $1 million.)

In addition to the need for keeping up with the competition, the TTDA is
one of the few revenue-generating state programs. Currently, there is $2.13
in stgte taxes paid by visitors for every dollar of tax money invested in the
TTDA.

In order to attract tourists to the Basin, financial sources are needed
to develop and maintain public recreational facilities. Most Texas cities
charge a 4 percent "room tax" for tourism development. However, only incor-
porated cities have the legislative authority to levy this tax. With the
development of suburbs and the location of hotels and motels in the outskirts
of cities, much of this revenue is lost for lack of authority. If such tax
levying power could be extended to the county government, revenues to develop
local tourism attractions and promotion could be increased.

Recommendations:

THE LEGISLATURE SHOULD APPROPRIATE $3.6 MILLION TO THE TEXAS
TOURISM DEVELOPMENT AGENCY FOR THE 1980-81 BIENNIUM.

THE TEXAS TOURIST DEVELOPMENT AGENCY WITH THE GSTCB COMMISSION
SHOULD DEVELOP PACKAGE TOURS FOR SOUTH TEXAS TO BE OFFERED TO
TRAVEL BUREAUS. THIS PACKAGE SHOULD UTILIZE AS MANY TEXAS-BASED
TRANSPORTATION MODES AS POSSIBLE.

THE LEGISLATURE SHOULD PASS ENABLING LEGISLATION ALLOWING EXPAN-
SION OF THE CITY "ROOM TAX" TO ALLOW COUNTIES TO COLLECT THE TAX
IN UNINCORPORATED AREAS ON AN OPTIONAL BASIS.

2. International Trade. Since 1975, the comparative advantage of low
wages in Mexico has been lost to counties such as Korea, Taiwan, and El
Salvador.9 This situation has left twin-plants in the Basin idle, since the
corresponding Mexican plants have closed as a result of this competition.
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In April, 1975, more than 30 plants had closed on the Mexican side and 60 more
had made substantial 1a¥8ffs; employment had dropped from 80,000 reported in

1974 to 45,000 in 1975. Studies have shown that there is a direct relation-
ship between U.S. exports along the border and employment in the border cities
The layoffs undoubtedly have decreased the sale of American goods to Mexicans.1

The "twin plants" concept is a program whereby a free-trade zone was
established by Mexico that extends 12.5 miles in from the border along its
entire 1,800 mile length. The United States enters the picture via its tariff
policies. Sections 806.30 and 807 of the tariff code of the U.S. Customs
Regulations require that import duties need only be assessed by the "value
added" to products assembled from component parts originally made in the United
States that are exported to a foreign country and imported back into the United
States (U.S.). In the present case, it is the assembly process that is done in
Mexico. As a rule, it is essentially wages that represent the "value added."
As the hourly wage along the border averages less than fifty cents an hour,
there is a considerable saving to the manufacturing firms involved. Mexico,
in turn, does not apply any duty on these exports.

The free trade zone was established by Mexico under its Border Industries
Program (el Programa de Industrializacion Fronterizo) in 1965. Ostensibly, the
reason for the need for such a program was the high unemployment in the northern
states of Mexico due to the termination of the bracero program in December,
1964. Participation in the program by U.S. firms accelerated after the U.S.
Tariff Commission reviewed the entire program in 1970 and gave the undertaking
its explicit approval.

Texas must continue to actively support these tariff codes. There were
29 bills filed in Congress last year calling for appeal of the tariff pro-
visions. Most of the opposition has come from Congressmen from non-border
states and organized labor leaders who believe U.S. w?rkers are being deprived
of jobs and that Mexican workers are being exploited. 3

International markets create jobs and development. According to the
Interim Report of the House Committee on Business and Industry, 64th Texas
Legislature, Texas exports_in 1975 were approximately $9.5 billion, including
0il and mineral resources.!4 The report predicted that by the end of 1976
this figure should reach a record high of $10.6 billion. The report also
states the export business provided 570,000 jobs for Texans during the period
and that by the end of 1976 this figure should rise to over 630,000 jobs. In
their opinion, for every $1 billion of Texas exports, a conservative estimate
of 60,000 jobs is created. The U.S. Export and Import Bank estimates that $1
billion in exports creates about 84,000 jobs.

Recommendations:

THE STATE OF TEXAS SHOULD SUPPORT THE CONTINUATION OF SECTIONS
806.30 AND 807.00 OF THE UNITED STATES TARIFF CLASSIFICATION ACT
OF 1962 WHICH DEAL WITH TAXES ON IMPORTED GOODS.

THE LEGISLATURE SHOULD INCREASE FUNDING FOR THE INTERNATIONAL
DEVELOPMENT DIVISION OF THE TEXAS INDUSTRIAL COMMISSION TO EXPAND
THEIR INTERNATIONAL MARKETING OPERATIONS FOR THE PURPOSE OF AIDING
AND ASSISTING THE TEXAS BUSINESS COMMUNITY IN THEIR ENTRY INTO
FOREIGN MARKETS, AND TO DEVELOP AND MAINTAIN INFORMATION SERVICES
TO IDENTIFY FOREIGN MARKETS AND MATCH THOSE MARKETS WITH TEXAS
SUPPLIERS.

5B



FOOTNOTES

ICommittee on Business and Industry, Texas House of Representatives,
"Total Effect Per Dollar Appropriated for Programs of the Tourist Develop-
ment Agency," Interim Report Sixty-fourth Legislative Session, Austin,
pp. 101-105.

2Texas Department of Highways and Public Transportation, Texas Visitor
Industry, Austin, 1975, p. 7.

3Committee on Business and Industry, Interim Report Sixty-fourth
Legislative Session, pp. 101-105.

Hbid.
S1bid.

6Frank Hildebrand, Texas Tourism Development Agency, telephone interview,
Austin, Texas, November, 1978.

71bid.

81bid.

Ipeter Canga, "Impact of the Mexican Border Industry Program on the Texas
Border Economy," (unpublished master's thesis, University of Texas, Austin,
1975), pp. 16-23.

01bid.; p. 22.
111bid., pp. 51-54.

121bid., pp. 14-20.

134, smith Hylton, "0i1 Boom Means Boost to Industry on Border," Austin
American Statesman, November 13, 1978.

14Committee on Business and Industry, Texas House of Representatives,
Interim Report Sixty-fourth Legislative Session, pp. 83-87.

151bid., pp. 83-87.

=



TRANSPORTATION

Adequate transportation is a critical factor in the economic development
of South Texas. The ability to move people, food, raw materials, and manu-
factured goods from South Texas to other areas of Texas and to other states
has a tremendous impact on the economy of the Basin. In a 1974 issue of
Business Week, transportation was listed as an important determinin? factor by
76 percent of the manufacturing plants seeking new plant locations.! South
Texas growers have indicated that transportation is the top problem of their
industry today and for the foreseeable future.

Industrial and agricultural development has suffered from the high costs
of freight shipment. The major factor contributing to these costs is the
region's inaccesibility to intrastate roads and interstate markets. Because
the area lacks the concentration of freight to be commercially effective, it
has inadequate freight services. Competitive transportation rates and ser-
vices, which are necessary for regional development of industries, can be
achieved through a well planned and unified transportation plan. Discrepancies
in state and federal regulations governing carriers, and the lack of substan-
tial transportation data and research are deterrents to the region's economic
growth which could be solved through a Basinwide transportation plan. A 1975
study conducted by the Texas Transportation Institute concluded:

There has been practically no transportation research done
in the South Texas area. In addition, secondary data sources do
not furnish data in sufficient detail on a regional basis. Also,
the entire area of intercity gogds movement is characterized by a
dearth of reliable information.

1. Intermodal Transportation Planning. There is no single organization
that can plan, coordinate, and develop a unified transportation plan for South
Texas. Regional councils of governments cannot develop plans for an area beyond
their boundaries. Existing service is not coordinated, and present freight
traffic is highly dispersed. This reduces service quality and may contribute
to higher costs. Multimodal freight terminals situated throughout South Texas
might allow an accumulation of freight conducive to improved service and rates.
For example, if a number of small shipments could be accumulated at a central
point, all going to the same destination, containers could be loaded and
delivered to the points of destination. This would alleviate exchange-time
loss when small, independent shipments must be repackaged several times.

Some problems restricting carriers' ability to provide competitive trans-
portation rates and services for South Texas are:

The difficulty--partly because of the nature of transportation demand
and partly because of regulatory obstacles--of balancing inbound and
outbound movements of freight;

Inconsistent requlatory treatment of the modes of transportation con-
cerning factors such as ownership of other modes, degree of economic
regulations, entry requirements, standards of service required, and
authority and requirements for intermodal coordination, which prevent
carrier access to the full potential market for their respective ser-
vices; and
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Regulatory obstacles to achieving greater efficiency in the utilization
of transportation resources by carriers such as merger conditions, out-
moded Tabor Taws, routing restrictions, limitations on eligible origin
and destination points, and types of traffic that can and cannot be
handled under the respective types of certificate authority.

It is apparent that serious transportation problems do exist which must be
addressed if the Basin is to generate and accommodate future growth and develop-
ment. One of the components of the GSTCB Commission's development grant fund
proposes to fund an initial study on intermodal transportation (see Development
Grant Proposal Chapter). While concentrating on South Texas transportation
problems, this study is expected to produce data and recommendations which
have statewide application. However, the $250,000 budgeted for this study will
not be adequate to investigate the complete "transportation picture." The
Legislature needs to find additional sources of revenue to examine one of the
State's vital factors concerned with economic development--transportation.

Recommendation:

THE LEGISLATURE SHOULD IDENTIFY ADDITIONAL SOQURCES OF REVENUE TO
FINANCE INTERMODAL TRANSPORTATION PROJECTS.

Because of inadequate air and rail service most of the Basin's transporta-
tion is by motor carrier. In addition to any recommendations which will come
from future transportation studies, the GSTCB Commission believes several
changes can be made now to improve motor carrier service statewide as well as
in the Basin.

2. Transportation of Agricultural Products. Three types of motor carriers
operate in Texas: contract carriers, common carriers, and specialized motor
carriers. The specialized motor carrier transports livestock and agricultural
commodities. Any of these carriers may transport agricultural commodities
in "interstate" traffic and be exempt from state and federal economic requla-
tions. The "intrastate" hauling of the same products, though, is regulated
by the Texas Railroad Commission. This inequity of interstate and intrastate
policies has virtually made the Valley more inaccessible than Florida and
California markets.

It is important to note that while regulation does not necessarily mean
higher prices and therefore less accessible markets, it frequently does. The
effect of price-setting, whether by a regulatory authority or a group of
shippers, is generally higher prices. This may result from anticipation of
market demand, inflation, or a number of other factors.

Because of prices set by the intrastate regulatory authority, the Texas
Railroad Commission, South Texas agricultural shippers many times find them-
selves at a competitive disadvantaged with out-of-state shippers on motor
carrier shipments destined to Texas markets. By contrast, the Interstate Compact
Act, CFR 49, specifically exempts agricultural and horticultural commodities
from economic regulation when moving by motor carriers. Vernon's Civil Statutes,
however, in Article 911b, Section 1 (i) 1a (1) (b), provide for economic regu-
lation of intrastate shipments of these same commodities when moving by motor
carriers. Intrastate carriers of agricultural and horticultural commodities
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must, in addition, have a certificate of Public Convenience and Necessity. Two
examples of these state-interstate requlatory inequities are shown below. >

Example 1: The freight charges on Florida and California oranges moving to
Dallas are negotiated between the exempt carrier and the shipper. Freight
charges on a shipment of oranges from Edinburg, Texas to Dallas are pre-
scribed by the Railroad Commission. Additionally, Texas statutes require
the intrastate carrier to have a certificate of Public Convenience and
Necessity (PC&N). A PC&N certificate is not required for interstate ship-
ments. Florida and California shippers are able to move oranges to Dallas
at less cost than a shipment of oranges from Edinburg to Dallas, although
t