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U.S. SENATOR FR®M MASSACHUSETTS

TSONGAS : IWDUSTRIAL DEVELOPMENT BONDS =~ CROCIAL TO JOBS AND INVESTHENT 1IN MABE,

Sanator Paul Teongas, testifying today befors the Senste Finenoe Commitfes, called
the Industrial Development Bord Program a crucial slement ® in buzinegg and economic
development during timez of economlo unoertainty and reocord borrowing costs. " Teongas,
citing the succoss of the program in Massachusetts, oriticiced the Administration's
proposed restrictione on the program as a crippling rather than & reform action.

The Massachusetts Senptor, A member of the Senate Zmall Business Commitiss,spoke
of the importence of the program to small bueinegaes in his home state. 7 In
Massachusetis, threse—fourths of the companies that have received IDBa had sales
under 320 million and one half had sales undar 55 million. ™ Taongss slec pointed
cut that Magsachusetts'.innovative.approach of " targeting bonds for comerclial
repl eztate projects to the downtowns of our older communitiss ¥ had " resulted
iy 2140 million in now private inveatwment in 92 coswerelal revitalization projects
in the downtownt of our older communities. ® Y IDBy¥ coilsdined In meny cases with
Urban Developmont Botion Grants, have proved effective in revitslizing ocur distressed
arsas ¥ Teongas said.

Sanator Teongas challenged some of tha criticism of the progrefm af rhetorle. HRe
sEguraed Chalrman Fobert Dole and the members of the committes that hs was Faady
to offer any sssistance in workling o veform those sress of the program whers some
abuses do sxist. Tsongag went on to point out thet the program has 7 been usad
overvhelmingly by small businasses and not by large national corporationa. ®

Tsongas citing a 1980 opinion by Dr. Horman Tura”, Under Secretary of the Treasury
for Tax end Economlo Affairs and a leading supply aide economist,; inslistsd that
rather than resulting in a2 massive revenue lose to the Faederal Govermment, " private
ipvestmant stimulated by IDBe motually increases tax revenues. " Finally, the
Senator pointad out that P high interest pates not overly generous eligibility criteria
has caused the increase in Industrial Development Bond finanging in recent years. ©

4 Thore i3 no guestlon, " Teonges seid, " that the lower interssi rates from
IDBs stimulate new investmentz and jobg, " 85 percent of Masaaschuastta IDHE
racipients have said that they would reduce or cancel plant expansions without the
interest rate reductions-from IDBs. ERacent University of Massachusetie atudies
ghow that 5100 millon in pew manufacturing investment profuces & net yedugtion in
unemployment of over 4800 jobs and an increass in personal income of 5139 willion-—--
in the first yesy alons.

Finaslly, Taongss took issue with the Administration's proposal bo make business
choose betwaen DBz &nd sccelevabed cost recovery Bnd o require g sltrict capital
sxpanditure test for all amall isgus IDB#. The former would " yesult in a chilling
of small business expansions at the very tims we ghould he aetimulating this typa of
activity. " Tha latter would have & severae negative impact on the high technology
industry, an industry crucial o Massachussetis' and the nation’sz economio fpture.”
% guch & move doasn't-make sens#," Tsongas said, " sspecially in the ’ight of thE
sovers challenge we fach from Japan in the high ischoology aresa. v

Senntor Tsongag urged the Committes to approach IDE reform in terms of the real
abuses and to ook at the succsss of .the Hassachusetis strategy of targeting IDBs,
to distressed areas. " With unamployment growing and small company fallurss rising .
at an alarming rate, we should be certain that any restrictions are designed to
make this program more sffective and less subléct to abuses. To crippls the prﬁgrﬁmw=
with the resulting impact on small butiness investments, job creation and urban :
revitaslization -= would damage cur economy now and in years to come.” Weongas concluded. |
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