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Introduction to ARRA

The American Recovery & Reinvestment Act of 2009 (ARRA) is intended to provide a major stimulus to
the US economy, specifically to create and save jobs, spur economic activity and invest in long term
economic growth. ARRA provides $787 billion over two to three years in a complex package of tax relief,
grants, contracts, loans, and entitlements. Table 1 shows how the White House categorizes the
allocation of these funds.

Table 1: Main ARRA Categories by $ billions and percentage

S bn %
Tax Relief 288 37
State and Local Fiscal Relief 144 18
Infrastructure and Science 111 14
Protecting the Vulnerable 81 10
Health Care 59 8
Education and Training 53 7
Energy 43 5
Other _ 8 1
Total 787 100

! President & CEOQ, Rural Policy Research Institute (RUPRI) and Research Professor, Truman School of Public Affairs,
University of Missouri
2 Partner, OrgMent and Senior Fellow, RUPRI Center for Rural Entrepreneurship
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The National Governors Association uses a different set of categories to reflect the various intents,
structures, reporting requirements, and degree of involvement of state legislatures — countercyclical
funds, appropriated funds, safety net, and foundations for economic growth.

Countercyclical Funds
These enable state and local governments to postpone budget cuts in key areas such as education and
health that may further hinder economic recovery. The main allocations are for:

o Increases in Medicaid funds to allow states to reprogram their own matching funds to offset
planned budget cuts elsewhere -- $87 billion.

o State Fiscal Stabilization funds totaling $48 billion of which $39.5 billion is to support
elementary, secondary, and higher education.

o No Child Left Behind Title | funds to local education at $13 billion and special education at $12
billion.

Appropriated Funds
These are for investment programs to be obligated by September 2010 that will create jobs via over 50
programs in multiple agencies. The largest are shown in Table 2.

Table 2: The Ten Largest Appropriated Funds in $ billions

Highway Infrastructure 27.5
High Speed Rail 8.0
Unemployment Insurance Modernization 7.0
Transit 6.9
Weatherization 5.0
Broadband 43
Public and Indian Housing 4.0
Clean Water 4.0
State Energy Programs 3.1
Energy Efficiency 2.8
Safety Net

This refers to the expansion of programs intended to protect the most vulnerable against the impact of
the recession. Table 3 shows the main safety net programs receiving ARRA funds.

Table 3: The Main Safety Net Programs in $ billions

Supplemental Nutrition Assistance Program (SNAP) (food stamps) 20.0
Temporary Assistance for Needy Families (TANF) 5.0
Public and Indian Housing 4.0
HOME Investment 2.25
Child Care Development Block Grant 2.0
Neighborhood Stabilization (NSP) 2.0
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Foundations for Economic Growth

These are long-term investments in four areas: alternative energy, energy efficiency and green jobs ($25
billion); health information technology ($2.3 billion); broadband ($7.2 billion); and research and
development ($21.5 billion). States are encouraged to prepare strategic plans in each of these areas to
maximize leverage and create partnerships.

A further categorization provides some insight into the roll-out of the ARRA funds as determined by the
complexity of the distribution channels through which money flows from the Federal government to the
ultimate recipient. In order from the shortest time for distribution to longest, are the five channels;

Tax credits or rebates to individuals and businesses

Fiscal relief to state and local governments

Federal agency formula grants either to state agencies or to localities via state agencies
Bonds, loans, loan guarantees to businesses

Federal agency competitive grants to states and localities

O O O O O

Understanding the Rural Dimension of ARRA

Just eight months since the launch of ARRA, it is obviously early days for being able to discern
measurable concrete outcomes, particularly as, according to the Recovery.gov website (October 13,
2009), only 58 percent of the $499 billion allocated for non-tax relief purposes — contracts, grants, loans,
and entitlements — has been obligated, and 23 percent (5116 billion) has been paid out. There is
nevertheless intense public interest in determining whether this huge investment is yielding the hoped-
for results. One tangible measure released in early October was the figure of 30,383 jobs created or
saved as a result of Federal contracts — an incomplete picture which will be expanded upon in coming
months. Until recently, the principal source of information has been weekly reports submitted by
Federal departments and agencies. This is now being supplemented by mandatory recipient reporting,
which will be fully available by the end of October 2009. This should provide new levels of data and
information about the ways in which the ARRA funds have been used on the ground.

However, there are major challenges in interpreting the data which make it hard to determine the
spatial distribution and the impacts of the investments being made. Preliminary assessments of the
underlying data show that the locations of grant recipients, which are used for the Recovery.gov maps,
are not necessarily the same as the actual locations of the projects; moreover, the impacts of the
projects may be highly specific to an organization or firm or generalized across whole states, and even
when jobs created or saved are reported, it is not possible to know where those jobs are located. This
has an obvious effect on being able to discern which projects are likely to yield significant benefits on
rural people and places.

ARRA funds applied to rural America are of four main types:
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o Funds that are specifically earmarked for rural areas, such as rural transit, rural broadband, and
rural development, and those that are most likely to be applied in rural areas such as forestry,
agriculture, and natural resource programs (see Appendix 1).

o Funds that will be allocated competitively where rural projects will be assessed on comparative
impact and merit.

o Funds that are applied on the basis of pre-determined formulae for Medicaid and education
purposes — the countercyclical funds —and which will tend to follow population distribution.

o Funds that go directly to eligible individuals and families wherever they may be located. These
include the Safety Net programs intended to protect the vulnerable.

It has been assumed that one of the main challenges for rural America is a general lack of institutional
capacity among local governments and nonprofits that enable them to compete for ARRA funds or allow
them to be part of existing channels from Federal and state government. As one commentator has
noted, ARRA in many rural areas represents a deluge of funding that is like heavy rain on a drought-
stricken landscape that runs off along well-marked channels leaving little benefit behind. This is partly
because historically in poorer rural areas, most Federal dollars have been in the form of transfer
payments rather than into community and economic development, and because highly fragmented or
silo funding streams have left few discretionary resources for building institutional capacity.

In the absence of hard data, a series of interviews were conducted in early October 2009 in six states —
Kentucky, Louisiana, Montana, New Mexico, Oregon, and New Mexico to gain some preliminary insights
into the implementation of ARRA in rural areas. Appendix 2 provides a summary of ARRA funding
allocations to each of these states.

The following questions were asked of state officials, community action agencies, and other rural and
community development organizations:

o What have been the main challenges in developing projects and allocating funds in rural parts of
your state? To what extent has low capacity in rural local governments and nonprofits been a
factor?

o Inyour assessment, is the money going to rural people and places in greatest need? Is there any
reliable data on distribution?

o Canyou give examples of innovative and effective uses of ARRA to address pressing needs in
rural communities?

o What needs to be done differently to maximize impact?

A total of 23 people in the six states were interviewed by telephone — see Appendix 3. The information
gathered from these interviews is essentially anecdotal and no claims are made as to its scientific rigor.

On-the-Ground Insights

Almost universally, they agreed that the rural areas most in need are not benefiting from the Stimulus
monies awarded to the states. There were three main beliefs expressed to explain why this is
happening:
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o Recovery Act propagators and State administrators are hungry for “shovel-ready” projects that
can put ARRA monies to work immediately. Few rural locales have the wherewithal to develop
and promote such projects, or to keep them on the shelf awaiting funds.

o ARRA was designed primarily as an urban- or ex-urban-based strategy. Urban areas can always
beat out rural regions on the sheer numbers of persons in poverty or unemployed, so it is more
difficult to make the case for needy rural residents.

o A preponderance of the early ARRA funds went into transportation efforts — highways, roads,
and bridges — and while these connect rural communities around the states, it does not follow
that all or many of the jobs created by these efforts will be filled by rural citizens.

Most interview participants believed that the Stimulus money is well-intentioned, and there was general
understanding that a large portion of it would go to prop up ailing state budgets, and support critical
services like Medicaid and Food Stamps. But the group decried three other factors that will keep most
rural communities out of the running for formula and competitive funds:

o Difficult application procedures expose the weakness of rural governments and organizations
that lack adequate staff with sophisticated grant-writing expertise, and the matching funds that
federal monies so often require.

o Onerous and complicated reporting mechanisms that some described as “overwhelming.”

Small local governments do not have the technological nor human resource capacity to deal
with the reporting, let alone to get the work of the Stimulus done.

o Lack of local decision-making. Many were concerned that the vast majority of fund and project
allocation decisions gave no consideration or opportunity for local input and self-determination.

This last factor was cited as a particular concern. There seemed to be widespread conviction that
without local involvement and a focus on projects that are owned by the people they affect, any chance
of longevity for Stimulus-funded efforts will be greatly reduced.

One final general observation is that everyone responding to the interview, with the exception of a
person in communications, felt that they did not know enough about the way the ARRA monies were
being utilized in their state; or that they were only familiar with those areas that touched their own
professional practice. One can surmise that this is true for a number of reasons — the immense
complexity of the Recovery Act in its uses and size, the fact that people are extremely busy within their
own work spheres, and possibly, that the uses of the money are not quite as transparent or accessible as
some would like.

The following are highlights of the responses to each question.
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What have been the main challenges in developing projects and allocating funds in rural parts of your
state? To what extent has low capacity in rural local governments and nonprofits been a factor?

In a number of interviews, instead of discussing challenges, people talked about the positive things that
are happening in their states. A number cited that significant dollars had been poured into
transportation projects and human services like Medicaid and Food Stamps, or keeping school doors
open. While they did not have formal data to support it, there was an assumption that indigent rural
folks would automatically benefit from a portion of these distributions.

Some interview respondents shared that they had more than enough projects waiting in the wings, so
that putting the ARRA money to work, especially on road works, was relatively unproblematic. In some
cases, respondents had gained new appreciation for their ability to disseminate funds based on their
previous experience with emergency management, a history of developing projects ahead of time,
longstanding partnerships that could help execute programs, and/or the perpetual and extensive human
needs in their states that created on-time demand for ARRA purposes.

In contrast, everyone could identify some challenges in regard to rural communities:

o Lack of resources to develop projects ready and available for implementation — such as staff,
pre-development monies, planning grants

Difficulties associated with acquiring permits for projects ahead of time and related costs
Miasma of state-created bureaucracy relative to ARRA extremely difficult to negotiate

Lack of systems and staff at the state level to deal with large influx of money

O O O O

Slowness on part of states to adopt budgets, approve appropriations, and get the money

flowing has frustrated contractors and postponed a number of projects until next year

o State allocations often based on existing formulas for expedience, that are not always related to
need
Extreme accountability requirements pushing private sector involvement away
Introduction of Davis-Bacon prevailing wage rates in weatherization and other programs
creating management difficulties, enormous amount of paperwork, and in-fighting

o Rural regions are culturally fixated. Coal-, timber-, or industry-dependent for the past thirty —
forty years, rural communities prevent themselves from thinking outside the box.

o Great demand for services, like re-training, wearing resources thin, as community colleges and
other trainers attest

o Too much energy spent on combating or complying with state regulations, and local politicos,
leaving not enough for actual service provision

o Lack of local understanding about ARRA uses, and the “fusion” needed between fund uses and

the regulations associated with them

Inability to create competitive applications on a local basis

Rural areas ill-equipped, technologically, to administer and account for any ARRA funds that

would be received
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o Remote pockets of the country still lack broadband or other high speed internet connectivity,
and related operating expertise, to mount high-tech programs, like electronic medical records

In your assessment, is the money going to rural people and places in greatest need? Is there any
reliable data on distribution?

By and large, interview participants agreed that the intent of ARRA was good, and that some pockets of
deepest rural need were being reached — human services and health programs were pointed out as
examples of this. Overall, however, no one had evidence or experience to show that the Stimulus
money was actually getting to those rural areas most in need, despite some flow of dollars into the
countryside. Many pointed to their state’s Recovery website for data on distribution, which usually does
not show a split between rural and urban allocations.

It was also noted that, at the time of these interviews, states were busy compiling their federal reports
for ARRA, and that current data would be available soon. In a number of cases, persons within the same
State disagreed on whether or not rural areas in greatest need were being reached. Several expressed
concern that, while immediate needs are necessarily being met, nothing is going into initiatives that can
have long-term sustainability.

Highlights:

o Some remote, rural people are being reached as Medicaid and Food Stamps programs are
fleshed out by ARRA monies — programs more about “staunching the pain” of the economic
recession rather than creating jobs

o Highway and water and sewer projects are burgeoning, resulting in some jobs for rural
residents, but most admitted that the majority of these jobs filled by outsiders

o USDA projects have consumed their ARRA allocations in a number of states, getting out to rural
regions with housing, water safety, and enterprise development initiatives

o Some states have undertaken research initiatives in energy efficiency and value-added products
that could result in new industries, thus creating new jobs for the rural unemployed

o Health centers and rural hospitals are being funded, though there does not appear to be a
comprehensive plan for evaluating what is needed, or how to network services
Some specific help has been designed for Indian reservations, notorious pockets of poverty
Community action agencies and other community development nonprofits are receiving some
funds that can convert to helping the poor — but for those counties with long-term, systemic
economic challenges and few resources, state allocation formulas are not working

o Rural communities that are less prepared [low capacity] are getting less funding though they
may need it more
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Can you give examples of innovative and effective uses of ARRA to address pressing needs in rural
communities?

Many respondents could not think of what they would classify as innovative uses, but talked instead
about projects that were important, such as safe drinking water, irrigation, energy enhancement, bridge
renovation, affordable housing, surplus food supplies, school building improvements, and industrial
water well rehabilitation. All resulted in job creation and retraining opportunities, and some leveraging
of other resources. Survey participants did share the following innovative ways that Recovery dollars
are being deployed or will be used in rural areas (though not exclusively in some cases).

Kentucky

o Affordable revolving loan program for energy enhancements to homes — energy savings realized
by homeowners utilized to repay loans.

o In planning stages, Finance Secretary pulling together clean energy corps — wrapping several
programs into an approach that creates both immediate opportunities and long-term strategies
for energy conservation and eventual carbon footprint reduction. Tied to community-based
lending program.

Louisiana

o Establishing a mini-hub of small enterprises in remote Delta community as their own incubator.
Helping focus on internet sales.

o Created grant and 0% loan program for fisherman, fisheries, and farmers to rebuild and reseed
after natural disasters

Montana

o Building on well-established weatherization program, augmenting training and evaluation of
energy enhancement efforts in partnership with Montana State University, one of the few
national training centers for weatherization
Help for homeless in regard to direct rent payments, legal services, and utilities costs
Training dislocated workers in all aspects of wind-power — gearing up for creating green energy
production for in-state consumption

o Summer youth program utilized to train young Montanans (ages 18-24, approximately) in
weatherization and energy-savings techniques, to prepare for jobs in this field

New Mexico

o Putting 65 contractors back to work building affordable housing. Will create ongoing funding
stream for nonprofit so it can continue housing development, and related elements like the
formation of subdivisions to create affordable parcels of land for potential home builders.

o Supporting nursing students through their practicum so they can complete course work and
become part of urgently needed medical workforce. Reducing dropout rate that resulted from
inability to work and earn money during practicum period.
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o Growing intensive child care business development/management training, in Spanish, in one of
poorest districts in Colonias. Increased participation of business owners from five to 25. One so
far has successfully built her business from $26,000 in income to $108,000 annually.

o Working with youth farmers to raise produce to provide fresh, healthy food for child care
businesses

Oregon

o Wood pellet boilers will be installed in public schools

o Youth workforce monies used to deploy five youth media teams across the state to document
Recovery activities in their communities, such as the development of green businesses, and
develop podcasts
Exploration of tourism economic opportunities through new Oregon Trails project
Forest fire mitigation

Pennsylvania

o Helping with home health care facilities, like furnishing a hospice center

o Purchased medical equipment for a free clinic that serves both physical and mental health needs
in a remote area

o Supporting local community education councils by helping them bring in college credit courses
from major universities (Pitt, Penn State) to remote rural areas

o Installing Junior Achievement in rural county schools to provide entrepreneurship opportunities
to youth where none now exist

What needs to be done differently to maximize impact?

All of the interview participants, except one, had suggestions to make regarding changes that could
make the Stimulus money more accessible to areas in greatest need. Responses and concerns fell into
eight categories.

Long-Term Impact

Many were concerned that the way the Recovery Act money has been doled out will only have a Band-
aid effect. It will slow and stop the economic backslide, and ameliorate some pain, but it does little to
prepare for the future. There was a call for stepping back after this first tranche of spending and
reporting, and trying to assess the impact. Particularly, some called for examining whether or not rural
areas are categorically ruled out of receiving funds and attaining impact in many cases. Most
importantly, participants asked for consideration and inclusion of longer-term, sustainable strategies in
the later rounds of the ARRA.

Local Control

Several promoted the notion that decision-making about fund and project allocation should take place
at the local level. Many suggested county decision-makers as the most appropriate. This reinforced the
idea that strong local input is needed in order to create lasting initiatives that communities and regions
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can own and grow. Many felt that it would also attract essential participation from the private sector
that is not currently being realized.

Local Block Grants

As a companion to this concept, some recommended that there be pots of money allocated to localities
so that they could address the “real needs of their real communities.” Some called for achieving a
balance between community and economic development and human services needs.

Planning Monies and Professional Development

A few states are using some ARRA funds for local planning, but several of those interviewed suggested
that there should be a cache of funding available to small, rural communities especially, to assist with
making plans and developing projects. As well, they advocated for funds to provide professional
development to build the capacity of local human resources to apply for and administer larger sources
of funds from the Federal government and others. And in one further step, it was suggested that states
provide technical assistance to hard-to-serve communities so that they can become competitive for
some of the ARRA monies.

Reduced Regulations and Reporting

It was widely recognized that accountability is an important and key feature of the ARRA, but there was
close to universal agreement that the rules and reporting burden needs to be seriously reduced so that
it is achievable for even low-resourced local governments and organizations to complete. In one
dramatic example, a rural area’s $5 million pellet mill project was put at risk because the Stimulus
regulations and reporting requirements drove away the private sector involvement that was necessary
to complete the package.

Understand Rural
Respondents also felt it was critical for funding sources to understand rural, in that:
e Unit costs in rural settings can be higher due to issues of scale and distance,
e Additional time to prepare projects may be needed, and
e Cash match requirements may need to be eliminated to move projects forward.

Improved transparency

State governments are making a strong effort to keep the public informed about ARRA allocations and
accomplishments, but many felt under-informed about the process anyway. Several requested
improved means (perhaps simplified) of communicating to the public, while engaging them in a
feedback loop for continuous improvement and involvement. Many agreed that it would be very helpful
to segregate information about the resources going to rural communities.

Speedier implementation

A number of interview participants felt that the ARRA had gotten off to a far slower start than was
needed, due to slow budget approval and appropriations processes at the State level. Awkwardly, a
number of weatherization projects are only getting started now on the cusp of winter. Many
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construction projects that were intended to get jobs on the ground quickly this year have been
postponed till next summer due to weather conditions. People believed that much more could have
been accomplished in their projects if monies could have been drawn down sooner.
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Appendix 1: US Department of Agriculture: ARRA Planned Investments

Natural Resources Conservation Service

Watershed Rehabilitation, specifically the rehabilitation of dams -- $50 million

Watershed Operations — flood mitigation, water quality improvements, soil erosion reduction,
water supply, irrigation water management, fish and wildlife enhancement, wetlands
restoration -- $145 million

Floodplain Easements — acquisition of easement to restore, protect, maintain and enhance
floodplains -- $145 million

Forest Service

Capital Improvement and Maintenance projects — abandoned mine lands remediation, roads
and trails maintenance, facility improvements -- $650 million

Wildland Fire Management — ecosystem restoration, invasive species, hazardous fuels
reduction, biomass utilization, wood to energy projects -- $500 million

Rural Development

Business and Industry Guaranteed Loan Program — $3 billion

Business Enterprise Grant Program — business revolving loan funds, business incubators,
downtown revitalization -- $20 million

Community Facilities Direct Loan and Grant Program — essential facilities in rural areas and
towns below 20,000 people for health care, public safety, and education — $1.1 billion
Section 502 Direct Loan Program — loans for single home purchase and refinancing -- $967
million

Rural Development Water and Waste Disposal Loan and Grant Program — projects in rural areas
and towns of 10,000 people or less -- $3.7 billion

Rural Broadband Loan and Grants Program — funding for projects to improve broadband
availability and adoption in rural areas -- $2.5 billion

Farm Service Agency

Direct Operating Loans — loans to farmers to purchase equipment, livestock, feed, fuel,
insurance and to repair buildings and fences -- $173 million
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Appendix 2: ARRA Funding by Category and Six States

TOTAL 2,990 4,812 812 3,218 3,900 9,800
FISCAL RELIEF

Education & 651 708 149 318 570 1,558
Government

TRANSPORTATION

Highways, Public 421 496 227 301 440 1,500

Transit, Airports

HOUSING & HUMAN

SERVICES

SNAP, LIHTC, HOME, 194 968 84 407 229 325
Child Care, CSBG, Head
Start, Homeless etc.
HEALTH

Medicaid, WIC, HIT
EDUCATION

Pell, IDEA. Title |,
School Lunches,
Vocational
WORKFORCE
Unemployment 68 264 9 141 95 409
Insurance, job training

ENERGY

Weatherization, state 149 152 52 138 80 253
energy programs

COMMUNITY

DEVELOPMENT &

PUBLIC SAFETY 40 40 9 26 29 54
CDBG, Byrne/JAG,

violence,

WATER &

ENVIRONMENT

Water quality, storage 77 71 39 746 53 222
tanks, other

infrastructure

993 1,357 155 737 807 4,000

401 756 88 401 277 987

Some important caveats

e Although the data is extracted from State Recovery websites as at September 30, 2009, the available data was
not necessarily current.

e There was little consistency of allocation to program categories so certain detailed assumptions have been
made in constructing the table.

e In some cases, there were very specific budget numbers provided, in others only some broad indications —

certainly some sites were easier than others to obtain the necessary information.
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Appendix 3: List of Respomdents

A wide variety of persons were contacted for interviews involved in this study at State government
offices — Governor’s offices, Recovery authorities, administrative, finance, economic analysis, and
departments of human services; locally elected officials; with USDA state offices; at statewide
associations for counties, cities, rural advocacy, health organizations, nonprofits, workforce
development, and community action agencies; and at community-based, practitioner organizations. We
extend our warmest thanks to all of the people listed below who carved time from their busy schedules
to meet with us.

Jason Bailey, Research and Policy Director, and Justin Maxson, Chief Executive Officer, Mountain
Association for Community Economic Development, Berea, Kentucky
Rich Ornstein, Legal Counsel, Kentucky Association of Counties

David Creed, Executive Director, North Delta Regional Planning and Development District, Louisiana

Elisabeth Gehl, Director of Federal Policy, Louisiana Association of Nonprofit Organizations

Sandra Gunner, Intergovernmental Affairs and Community Development, Louisiana Recovery Authority

Robin Keegan, Deputy Director, Louisiana Recovery Authority

Alexandra Norton, Transportation, Coastal Protection & Environmental Policy Adviser /ARRA
Administrator, Louisiana Recovery Authority

Harold Blattie, Executive Director, Montana Association of Counties

Bob Buzzas, Executive Director, Montana Human Resources Development Council Directors Association
and Director, Montana Continuum of Care Coalition

Dan Clark, Director, Local Government Center, Montana State University

WI & & 2 Y, Dép@ypC&mimiiriication Director, Montana Governor’s Office

Stacey Cox, Chief Executive Officer, Community Action Agency of Southern New Mexico
Sara Kaynor, Executive Director, Economic Council Helping Others, Inc. (ECHO), Farmington, New
Mexico

Courtney Warner Crowell, Communications Manager, Economic Recovery Executive Team of Oregon
Steven E. Grasty, Harney County Judge, Oregon

Kris Latimer, Chief Executive Officer, The Oregon Consortium and Oregon Workforce Alliance

Lisa Davis, Director, Pennsylvania Office of Rural Health

Barry Denk, Director, Center for Rural Pennsylvania

Bette Slayton, President, Bedford County Development Association, Bedford, Pennsylvania
Kenneth P. Straub, Executive Director, Northern Tier Community Action, Emporium, Pennsylvania
Thomas Williams, State Director, USDA, Harrisburg, Pennsylvania

Frank Zukas, President, Schuylkill Economic Development Corporation, Pottsville, Pennsylvania
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