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INTRODUCTION

The department of planning and research and the
department of economic development were established by
the Hawaii State Reorganization Act of 1959l which was
enacted shortly after statehood. The reorganization
of the territorial agencies into 18 principal departments
had been preceded by considerable study and discussion
among legislators and other governmental officers who
considered various alternative organizational arrangements.

Both the planning and economic development functions
are relatively new to state government, however, and
there are a number of informed observers who question
the manner in which these functions have been organized.
There are some who wonder whether the past two and a
half years' experience of the two departments has not
demonstrated the desirability of merging the twe intc a
single department. It i1s the question of the desirability
and feasibility of such a merger which the Legislative
Reference Bureau has been requested to examine.

Two reasons offered for questioning the present
structural arrangement are: (1) compared to cther
state departments, these two have very small ataffs;2
and (2) the concepts of state planning and economic
development appear to be sufficiently related to justify
placement of the functions under one department.

'pct 1, SSLH 1959, (2d).

2According to the Department of Personnel Services,
as of July 1962, the Department of Planning and Research
employed 26 perscne and the Department of Economic
Development 13.




The total numerical size of the staffs of the two

departments is sufficiently small to permit their
placement in a single department,3 but certainly size
should not be the only criterion in deciding whether a
function should acquire departmental or divisional
status. Clearly more important factors to ceonsider are
the objectives of the State in these two functional
areas and the nature of the organizational arrangements
which will best facilitate the achievement of these
objectives. This report examines the guestion of the
relatedness and administration of the two functions.
More specifically, the report is designed to: (a) review
the history and current status of planning and econcmic
development movements on the mainland and Hawaii;
(b) analyze the current operational procedures in the
Hawaii state departments of planning and research and
economic development to determine to what extent there
is or is not overlap in their work; and finally, (c)

appraise the advantages and disadvantages of merging

the two departments.

3According to The Operating Budget of the Executive
Budget for the Fiscal Year 1962-63, the other depart-
mental staffs ranged from 26.5 in the Department of
Hawaiian Home Lands to 7,140 in the Department of
Education.




CHAPTER |

STATE PLANNING AND ECONOMIC DEVELOPMENT
IN THE UNITED STATES

Governmental "planning” and "economic development®
are terms which have. very broad but different meanings,
They are sometimes confused and they are sometimes used
interchangeably, preobably because in application they
are ultimately related. In order to differentiate
between the two functions it is necessary to examine the
nature and scope of each.

State planning functions, as recommended by the
Governors' Conference in June 1961, include at least
the following responsibilities:l

fact gathering and analysis, assistance in
formulating overall development policy, assistance
in devising programs to carry out specific state
plans and policies, capital improvements program-
ming, and aszistance to operating departments and
agencies.

"Economic development” is an extremely broad term.
Tc many, it is synonymous with "industrial develcopment.”
as used in this report, economic development refers to
activities which seek to add new wealth or maintain
existing wealth in an area. "Industrial development"”
is more specific and refers to stimulation of new or
existing manufacturing activities. Similarly, tourist
development, commercial development, and agricultural
development are other explicit areas which contribute
to a state's economic development.

Economic development, although importantly related
to planning, differs from planning in several respects.

At the state level economic development has been

lSee The Subcommittee on State Planning, The Gover-

nors' Conference, State Planning, A Policy Statement,
{Chicago: The Council of State governmenfs, 19627, P. 12,




concerned with the stimulation of the private sector of
the state's economy--to increase opportunities for
employment, to diversify the local economy and thus
contribute to the general prosperity of the state. It
may seek to accomplish these goals by:

{1} attracting new industries to the state;

{(2) assisting and encouraging existing industries
to diversify or expand existing facilities;

(3) stimulating investment in agricultural,
processing, servicing, and distributive
enterprises;

(4} advising various enterprises how to facilitate
operations and to prevent wasteful duplication;

(5} conducting research such as technical applied
research, market analysils, and disseminating

information to the private sector of the

state's economy.

(6) promoting local goods and services for out-

of-state distribution; and
(7) promoting the tourist industry of the state.

Whereas planning generally does not deal directly

with private interests but communicates largely with

other state departments or agencies and with represen-
tatives of other governmental jurisdictions, economic
development necessarily has direct working relationships
with individuals such as ranchers and farmers, small
businessmen, and industrial executives and organizations.

Generally the emphasis in state planning has been on

long-range policy formulation and implementation, while
the emphasis in economic development has been on the
conduct of specific action programs designed to have

an early or even immediate impact on the economy of

the state.




Planning and Economic Development in the United States

The acceptance of government participation in
planning and economic development is not new in the
United States although the extent and nature of parti-
cipation have varied over the past century and a half,
Prior to 1930, govermment participation in economic
affairs, though limited, was primarily concerned with
stimulating business. With the appearance of public
improvements programs in the West, the idea of long-
range public planning at the national level gained
adherents. In the 1930's the concept of state planning
gained wide acceptance but faded scmewhat in the 1940's
when a re-emphasis on development occurred--particularly
in the field of industrial development. In the last
decade, both planning and economic development have
received much attention from governmental officials
and others who believe that social, economic and
political problems might be alleviated if there is
adequate planning, and that the condition of the people
can be improved through adequate economic development.

State Planning and Economic Development Since the 1930's

Present-day economic development efforts by state
governments are an outgrowth of the state planning move-
ment of the 1930's,®
result of the activities of the National Resources
Planning Board (NRPB) established by Congress in

which in turn was largely the

2Planning during the thirties consisted mostly of
physical planning--that is, designating types of land
use. This was probably partly due to the fact that
federal legislation during this time invelved the tying
in of statewide planning activities with the natiocnal
public works program. See Donald R. Gilmore, Developing
the "Little” Economies, Committee for Economic Develop-
ment, Supplementary Paper No. 10 (New York, 1959).




1933.3 When the NRPB was abolished in 1943, and finan-
cial support by the federal government of state planning
terminated, interest in state planning diminished
considerably and many state planning boards ceased to
function.

Post-War Conversion

Many of the pre-second world war state planning
agencies served as the nuclei for post-war agencies
which combined planning and economic development func-
tions. The evolution of these agenciles varied greatly
among the states. That a wide range of changing
organizational arrangements for planning and economic
development activities has been attempted among the
several states is reflected in a general review of a
chronology of pertinent legislation in the seven
selected states shown in Appendix 1.

According to a 1960 survey conducted by the American
Institute of Planners, to which 38 state planning
agencies responded, "state planning in the United States
may be entering a new phase of development'--that is,
gince 1957 a few of the states reappraising their
development activities tend to give new emphasis to the
state planning function in their reorganization plans.4
The state of Hawaii is cited in the survey as unique in
that it is the only state with a separate state planning
agency having a director with cabinet status. Other

states which have given emphasis to state planning

3The Board was first called the National Planning
Board, then National Resources Board, then National
Resources Committee, and finally the National Resources
Planning Board.

4Aelred J. Gray, "Survey of State Planning Agencies,
1960," Journal of the American Institute of Planners,
XXVII:4 (November 1961), p. 325.




activities, such as Rlaska, Coloradc, and Pennsylvania,
have placed their state planning functions in the
governor's offiece., States such as California, New
Mexico, North Carolina, and Tennessee have placed their
state planning functions within a department of adminis-
tration and finance. However, most of the 3B states
responding to the survey, although interested in
relating planning to their state administrative struc-
tures, are "still primarily concerned with industrial

and economic development."

Objectives and Organizational Arrangements

The specific objectives of planning and economic
development agencies in the various states are not the
same. Many emphasize industrial development. Some may
include programs fostering commercial development or
development of recreational areas, and even pramoting
river navigation. Others combine advertising with
development programs in the same agency. Almost all
carry some research and fact-gathering activities but
the extent of these vary considerably from state to
gtate.

Flanning and economic development functions may
be allocated to a number of agencies in scome states
while in others they may be assigned to a single agency.
Moreover, some agencies are placed formally in the
executive branch but remain relatively isoclated from
the governor and the operating departments; others are
placed within the governor's office itself.

It may well be that in some states where there is
either no formal legislation for state planning and
economic development functions or minimal involvement
in these functions by established state agencies, other
agencies--public or private--could actually be perform-
ing parts or nearly all of the state planning and

economic development functions. For example, in




Kentucky from the thirties through at least 1948, the
‘most “foreeful *planning and development' agency in

the state...[was] a completely private organization
known as the Committee for Kentucky," despite the exis-
tence of a governmental body charged with state planning
responsibilities.5 Similarly, in other states a state
or local chamber of commerce could be conducting a
vigorous program in industrial development, and the
banking institutions or universities could be providing
regsearch services not availabkle from state agencies.

The majority of states are in the process of
re-defining their planning and econcmic development
objectives and reorganizing to facilitate the accomplish-
ment of their geoals. There is no wide acceptance of a
specific organizational arrangement as being the best
way to organize for the administration of planning and

economic development activities.6
Puerto Rico

The commonwealth of Puerto Rico provides generally
an atypical organization for planning and economic
development functions. In Puerto Rice the planning
functions and economic development functions were
initially organized independently of each other, but
interestingly, both were established the same year and

5Albert Lepawsky, State Planning and Econcomic Deve-
lopment in the South, National Planning Association,
Committee of the South, (Kingsport, Tennessee: 1949},
p. 25.

6For more complete comparative data of state
organization for planning and economic development, see
Aelred J. Gray, "Survey of State Planning Agencies,
1960," Journal of the American Institute of Planners,
XXVII, No. 4 (November 1961}, pp. 325-331; and The
Council of State Governments, Reorganizing State
Government (Chicago: 1950}, pp. 67-75.




both underwent major changes eight years later.

In 1942 the legislature created the Puertoc Rice
industrial development ccmpany,7 charging it to "conduct
research, operate industrial enterprises...and to
encourage the development of the economic and human
resourcesa of Puerto Rico." The Puerto Rican experience
has been unique for the United States in that new
industries have been established through the initial
construction and operation of corporate enterprises by
the government which subsequently were leased or scld
te private enterprise. In 1350 a major change was
effected when the economic development administration
was established. The administration assumed under its

wings not only the industrial development company but
B

four other line divisions: the transportation authority,

department of industrial premotion, department of
tourism, and the department of industrial services. The
administration assumed direct responsibility for the
promotional and industrial-economic research functions
of the industrial development company which subsequently
has concerned itself primarily with activities more
directly involved with risk capital. The magnitude of
the responsibilities charged to the economic development
administration resembles somewhat the similarly wide
range of activities covered by the Florida development
commission {see Appendix 1).

The Puerto Rico planning board, too, was created
in 1942 as an independent agency. 1In 1950 the board
was placed in the office of the Governor to effect

7See report by Public Administration Service, The
Economic Developmwent Administration of the Government
of Puerto Rico (Chicago, 1952).

BIn 1955, the Transportation Authority was succeeded
by the Puerto Rico Ports Authority,

9




closer relationships with the chief executive. The
planning board is charged with the preparation of the
master plan for the commonwealth and the annual
preparation of a six-year capital improvements program.
It has also absorbed the functions of the board of
building appeals and has been given responsibility for
the operation of the bureau of permits which issues
building permits and permits for the use of land and
buildings. In 1953, the functions of keeping statistics
such as the balance of payments made abroad, net income,
gross product, and business indices of the commonwealth
were transferred from the economic development adminis—
tration to the planning board. Other functions of the
board include local planning assistance and even the
adoption of subdivision regulations.9

One observer notes three unigue features of the
Puerto Rico planning board: {1} the board had been
assigned from the start the responsibility of both
physical and {socio~] economic planning, (2} the board
has the power to act as a central planning authority for
each city and town, making possible a degree of regional
planning "seldom achieved elsewhere," and {3) the beoard
occupies a strong position in the administrative
organization, acting as staff adviser to the governor
and legislature on matters of economic and social develop-
ment and fiscal policy; the board alsc coordinates the

development activities of the government departments

“Laws of Puerto Rico Annotated {(Equity Publishing

Corporation, 1954}, Title 23; Laws of Puerto Rico
Annotated, Cumulative Pocket Supplement 1952, Title 23.

10




and public corporations within the framework of policy
set by the governor and legislature.lD

In carrying out its responsibilities in physical
planning, the board prepares a master plan (which in
reality is a set of plans) for the development of
Puerto Rico in collaboration with other public and private
agencies. The several bureaus of the board assist in
carrying out the board's responsibilities in socio-
economic planning by conducting various kinds of
research and producing periodic and intermittent reports.
The major overall periedic report for socioc-economic

planning is the Economic Report to the Governor which

reviews the progresas of the general economic development
of the commonwealth, identifies problems, and makes
recommendations on a variety of matters such as tax
structure, unemployment, and physical and social
resources. The report is supplemented by a host of
other documents such as social analyses, economic
projections, various statistical reports, and a six-year
financial program indicating planned expenditures for

capital projects and special programs.l1

loBrandon Howell, “"The Planning System of Puerto
Rico," The Town_Planning Review, Vol. XXITI, No. 3,
(October 1952}, University of Liverpool, p. 212, as
cited by Alvin Mayne, "Designing and Administering a
Regional Economic Plan with Specific Reference to
Puerto Rico," Regional Econgmic Planning, edited by
Walter Isard and John H. Cumberland, (Paris: Organiza-
tion for European Economic Cooperation, 1961), p. 169.

llAlvin Mayne, "Designing and Administering a
Regional Eccnomic Plan with Specific Reference to Puerto
Rico," Regional Economic Planning, edited by Walter Isard
and John H. Cumberland, (Parias: Organization for
European Economic Cooperation, 1961), pp. 170-171. For
a fuller description of other agencies invelved in the
economic, scocial and physical development of the
commonwealth, see pp. l167-~182.

11




CHAPTER 1

CHRONOLOGY OF PLANNING AND ECONOMIC
DEVELOPMENT MOVEMENTS IN HAWAI

Hawaii over the years has attempted to extend the
government's role in planning and econcomic development
functions. The chart below depicts the evolution of

the agencies charged with these functions.

Territorial Planning Board (TPB}

Like many mainland states, the government of Hawaii
firgt gave evidence of interest in territory-wide govern-
ment planning in the 1930's when the federal government
was encouraging public works programs and public works
planning., In 1937 the legislature created tle Terri-
torial Planning Board (TPB) which was concerned
primarily with the physical development of the territory.
The board was responsible for the preparation of a
"territorial master pian" which included the tasks of
(1) coordinating all public develcpmental plans, {2)
regulating public works construction, and (3} preparing
land utilization studies. The board was also responsible
for coordinating the territorial public works program
with the federal and military construction pregram.
Legislative appropriations were discontinued in 1941,
and the board ceased to function after June 1941.1

1The 1941 Senate and House Journals show that the

House version of the general appropriations act proposed
$50,536 for the TPB for the biennium 1941-43 (essentially
the same amount as that appropriated in the preceding
biennium) ; however, the Senate deleted the entire amount,

13




CHART 1

CHANGES IN ORGANIZING FOR PLANNING AND ECONOMIC DEVELOPMENT FUNCTICHS
STATE (TERRITORY} OF HAWRII

1937 = 1961
DEPARTMENT OF DEPARTMENT COF
:"‘0 5 oOF ECONOD"E[C ECONOMIC DEVELOPMENT PLANNING & RESEARCH *LAND USE CDMMISSIOH-:
h DEVELOPMENT Jan. 7, 1950 Feb. 27, 1961 \
by by 1
'i\'d_visgg_ e exscutive order . executive order | ot LB7, SLH 1961
> To Agric. Dept.
yd Jr— Act 132, SIH 1961
/l 7 ;ﬁ F‘\ 7
7 I
FARM LOAN BOARD i ! Touriéh Development Research Function
; f Function, Act 1, Act 1, SSLH (2d) 1959
Act 225, SLH 1913| ¢ ! SSLE {2d) 18959 :
’ ~
/ / ~ /
’ ! . /
= Flanning Fairs Function ! 5 /
N Act 1, SSLH (24) 1959 ! Territorial Planning Office
[Terr, Fair Commission] ! Act 150, SLH 1957 f
! " /
/. ! /
**Grading Ag. Products Function
Act 1, SSLH {2d) 1959 Planning' Function /
[Board of commiseicners of Act 150,'SLH 1957 !
agriculture and forestry] i /
t i
Economic Flanning & Cooprdination
Authority
Act 264, SLH 1955
Territorial Planning Industrial Research
Board & Advisory Council
Act 207, SLH 1937 Act 122, SLH 1949

|Inactive July 1941-Dec, 1953,
Reactivated Jan. 1954 - June 1955}

*hdministrative, with executive officer and staff
**Fstablishment of rules and regulations on grading and labeling of agricultural products.
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The board was reactivated by the governor in January
1954 and funds from the governor's contingent fund were
used to cover the board's expenses. The work of the
board fell in three general categories:2 (1) making
recommendations to the governor on matters relating to
the disposition of variocus territorial land for agricul-
tural purposes; (2) recommending legislation to implement
uses of territorial land teo strengthen the general
economy of the territory; and (3) preparing special
reports requested by the governor. The board held its
last meeting in June 1955, and in the feollowing month
its functione were transferred to the newly created

Economic Planning and Coordination Authority.

Industrial Regearch Advisory Council (IRAC)

After the Second World War, interest in planning and
economic development was revived. The rasult was the
establishment of the Industrial Research Advisory
Council (IRAC) by the territorial legislature in 1949.3
Although not reflected in its name, the council's
efforts were largely concerned with agricultural research
and promotion aimed at the development and ultimate
exportation of Hawaii‘s agricultural (and horticultural)
products. There were no large-scale efforts by the
IRAC to expand existing island commercial enterprises
other than the Hawaiian handicrafts industry, or to

2Territorial Planning Board, ¥inal Report on the
Activities of the Territorial Planning Board for the
Biennium Period 1954-1955 (Total 18 Months), June 8, 1955
[typewritten 4-page report].

3Specifically, the original legislative bill was
motivated by the need for fumigation treatment plants
for the export of cut flowers, but the bill was later
expanded to provide research and other kinds of support
for fresh fruits, vegetables, and nuts.

15




attract new large industries, Altogether the IRAC
-expended nearly one and a half million dollars in public
and private funds over a six-year period. Its critics
felt that the results were inadequate hecause IRAC's
research programs showed a preponderance of short-term,
applied technical research projects confined mestly to
non-industrial development objectives, and the council
was overly cautious in aveidingprojects which carried
high risks. They further felt that IRAC's role in the
territory's economic research and development programs
was not effectively coordinated with, nor clearly
delineated frem, the programs of other tax-supported
agencies engaged in similar kinds of research. In

the belief that an overall change in organization was
called for, the 1955 legislature abolished IRAC and
transferred the agency's duties, functions, and powers
to the newly created Economic Planning and Coordinatien
Authority (EPCA).

Economic Planning and Coordination Authority (EPCA)

EPCA's functions were more comprehensive than IRAC.

The new agency was charged with:5

(1) coordinating
territorial activities relating to economic development;
{2) stimulating the economy by means of research and
demonstration project activities; (3) preventing waste-
ful duplication of economic development activities;

{4) collecting and collating data relating to the
territory's economic development; and (5} determining

relative priority of territorial development projects.

4For a detailed analysis of IRAC's activities, see
report prepared by Stanford Research Institute, Review
of the Program of the Industrial Research Advisory
Council, Territory of Hawali, February 1955,

5Act 264, SLH 1955, passed June 15, 1955.
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The last two functions are functiocns which were
later transferred to the Territorial Planning Office
when it was created in 1957. 1In its actual operation,
EPCA devoted its efforts mostly toward carrying out
functions (2} and (3).

EPCA strived to overcome some of IRARC's alleged
weaknesses., It assumed more high-risk studies6 and
continuing longer-term EtudieE.T It also had more
specific legislative requests to fulfill, but the agency
continued to enjoy essentially the same high degree of
independence and latitude which IRAC had possessed.

The board was composed of seven members and had
attached to it four standing advisory committees in
agricultural development, industrial development, land
development, and credit development. Each committee,
in turn, enlisted the participation of many well-known
individuals in the community. EPCA members and the
director were generally the same persons who had guided
IRAC,

The authority exercised no broad planning functions.
There was no reactivation of the long-range type of plan-
ning, the first stages of which had been attempted by
the old TEB.

Territorial Planning Office (TPO)

The need for some kind of planning for long-range
economic development of the territory moved the legisla-
ture in 1957 to establish the Territorial Planning
Office. The Legislature sought to "{pull] together the

6Examples: "A Preliminary Evaluation of Titanium
Ore and Clay Depoeite in the Hawalian Tslands,"
"Economic Feasibility of a Clay Pipe Plant for Hawaii."

7Example: A three-year study on hydrologic
investigation of Pearl Harbor area.
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four counties into a unified Territory for the purpose
‘of long-range economic development plans," recognizing
the 'necessity for blue~printing economic development of
the Territory as a whole."8 Specifically, the legisla-
ture hoped to expedite the economic development of the
neighbor islands. The TPO's relationships with other
state and local agencies having planning functions were
carefully defined in the enacting legislatioen. The new
agency was immediately mandated to begin work on specifie
projects, the most important of which was the preparation
of a statewide general plan and a long-range {gix-year)
capital improvements program.

In late 1958, anticipating statehood and the
consequent need for government reorganization, the chief
executive's office contracted for a study on organizing
for resource management and ecconomic development. The
resultant report recommended the creation of two large
departments--(1) a department of economic development
with divisions of agriculture, tourism and business,
and (2} a department of public lands and resources with
divisions of planning; water resources; forestry, and
parks, recreation and wildlife. The report recommended
that the Territorial Planning Office continue as the
general planning unit of the Territory, its functions
to include (1) the reviewing and cemmenting on the use
of public lands and resources and the development of the
private sector of the economy, (2) rendering local

planning assistance, {3} developing and ultimately

controlling the classification and reclasgsification of
land according to its highest beneficial use, (4)

exercising primary review authority over the capital

8The Twenty-Ninth Legislature of the Territory of
Hawaii, Regular Session 1957, Senate Journal, p., 514.
[Standing Committee Report 208],.

18




budget, and (5) assuming the work of the land study
bureau of the University of Hawaii.9

Statehood 1959

Congressional action in March 1959 bringing state-
hood to the Islands set in motion steps toward major
state government reorganization. The Legislature
established a Joint-Legislative Committee on Government
Reorganization "to [determine] and [prepare] plans,
studies and legislation necessary to assist the First
State Legislature" in carrying out the transition from
territorial status to statehood.

It is of interest to note that the committee did
not raise the gquestion of whether to combine planning
and economic development functions in a single depart-
ment.ll Rather, planning-research functions were viewed
from the beginning as central staff services which,
together with the budgeting, personnel, accounting, and
legal services existed to:

advise and assist the Governor in the performance

of his executive and administrative responsibilities;
advise and assist the various line agencies to
perform their assigned responsibilities effectively
and econcomically; and establish and administer
necessary controls on behalf of the Governor.

The committee debated as to the beat way to

organize the function relating to econamic development,

9See Public Administration Service, Organization
for the Administration of Natural Resources and Economic
Development in the Territory of Hawaii (Chicago:

January 1959},

08ct 127, SLE 1959, passed May 21, 1959.

llSee Hawaii. Joint Legislative Committee on

Government Reorganization Report on Reorganization of
the Hawaii State Government to the First Hawall State
Legislature, (Hawail: August 1959).

19



tourism, agriculture, public lands, and conservation
and development of the state's natural resources. The
committee felt that the then existing agencies dealing
with these activities embraced the commen cbjectlve of
inereasing the "wealth and prosperilty of our people
through efficient management of our public domain and
through appropriaté assistance and encouragement given
to our present, and‘possihly new, agricultural, commer-
clal, industrial, and other private enterprises.”" The
committee recommended that a department of agriculture
and commerce be established for the administering of
programs pertalning to agriculture (including animal
industry), econcmic promotion, tourist promotion, and
farm credit services. The committee also proposed a
separate department of planning and research to carry
cut programs in economic research and statistics, human
resources research and statistice, general planning and
project planning services.

As the chart on page 14 shows, the final legislative
decision in the organlzing for planning and economic
development was modified scmewhat from the committee's
recommendation. Agricultural functions were structured
separately except for the administration of the farm
loan program and the establishment of rules and regula-
tions on grading and labeling of agricultural products
which were assigned to the department of economic
development. Essentially, the latter department toock
over EPCA's functions, and the department of planning
and research succeeded the TPO except that the "research
function" of EPCA was transferred to the department of
planning-research, and the "tourilsm development function"
of TPO was transferred to the department of economlc
development. Thus, a conspicuous swapping of functions
occurred hetween the new departments of planning-research
and economic development,

20




The department of economic development also assumed
the function of planning fairs of the Fair Commission,
but in 1961 the administering of the farm loan program
and the function of establishing rules and regulations
for the grading and labeling of agricultural products

were transferred to the department of agriculture.12

125ge Act 132, SLH 1961, sectlon 1.
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CHAPTER 111

THE FUNCTIONS AND OPERATIONS OF THE
DEPARTMENTS OF PLANNING AND RESEARCH
AND OF ECONOMIC DEVELOPMENT'

The department of planning and research and the
department of econcmic development are both concerned
with the economic development of Hawaii; both have
extreme interest in adequate planning, sound research
data, a favorable climate for growth, and construction
of required public facilities. Given the existing
differences in the statutory missions and the profession-
al orientation of the two departments, their approach
to the problems of development and the waye in which
they have organized to meet these problems have
necesgsarily been different,

In this chapter the nature of the two departments,
their programs and their relationships are discussed;
in the chapter which follows, the similarities and
differences between the two departments which have

significant bearing on organization are examined.

lEffective the beginning of the year, the

economist, who heads the research division of the depart-
ment of planning and research, one of his staff menmbers,
and their major personal and organizational functions
were tranaferred to the department of economic develop-
ment on an interim or transitional basis so as to
facilitate coordination of research and the pursuit of
certain research endeavors. The formal transfer of the
positions and functions await legislative approval. This
chapter and the remainder of the report describe the

two departmental organizations and the operations prior
to the informal transfer.

23

B R A N

I




Statutory Functiens of
the Two Departments

The statuteory functions2 of the Department of
Planning and Research (DPR) are: (1) To plan for the
optimum use of the human and natural resources of the
state; {2) To plan for the develcopment of the economy
of the state; (3) to collate factual data relating to
the people, resources, needs and development of the
atate; (4) To prescribe a standardized statistical
reporting eystem; (5) To prepare a general plan of the
state and other necessary development plans; (6) Ta
assist local planning agencies in the development of
urban and rural planning; and (7} To review the various
requests for capital expenditures and proposed public
works and determine if they are in accordance with
the general plan. The statutory functionaBOf the
Department of Economic Development (DED)} are: (1) To
encourage the promotion of the products of agriculture;
(2} To encourage the development and promotion of
industry and tourism through the gathering and dissemi-
nation of information of use to enterprisers; (3) To
offer expert consultative services; (4) To plan fairs;
and (5) To administer business credit programs and
other programe established by law.

The functions of the DPR are broader than those of
DED, being concerned with overall planning for the
development of the total state economy and for the
optimum use of all the state's resources., The emphasis
in the list of DED functiona is on three segments of
the economy--agriculture, industry, and tourism--and on
encouraging their development eor the promotion of their

2pevised Laws of Hawaii 1955, 1961 Supplement,
sections 14A-9, 9BF.

31bid., section 14A-24.
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products, not planning for the overall development of
these segments. Yet clearly the functions of the two
departments are related. The general plan, specific
development plans, local planning, capital improvements
programs all have their effect on encouraging the
development and promotion of industry and tourism and on
the promotion of the products of agriculture. Conversely,
the DPR is interested in the program accomplishments

of the DED and will conaider them, among other things,
when reviewing its general plan and other state
objectives.

The Organization and Cperation of the
Department of Planning and Research

The DPR is organized into two divisions--planning
and research--as shown in Chart 2. The planning
division, headed by a principal planner, is concerned
with capital improvements, the general plan, and special
plans; the research division, headed by a general
economlst, is concerned with continuing research &nd
special studies. In addition, the Land Use Commission,
with a principal land planner, is attached to the
department for administrative purposes, and the special
Oahu Transportation Study has been assigned to the
department for purposes of planning, research and
coordination. The department's staff includes a high
proportion of employees with professional trailning in
planning, economics, law and political science. Of the
26 positions in the department, nearly three-quarters
of them reguire professional training. The remaining
staff includes secretarial and mechanical drafting
positions.

The department is involved in administering several
interrelated activities. PFor instance, basic studies
conducted by the research division may affect the
general plan or result in the development of a special
plan both of which fall within the jurisdiction of the
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ORGANIZATION OF THE DEPARTMENT OF PLANNING AND RESEARCH

CHART 2
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Source: Department of Planning and Research {as of August 1962)



Planning division., Also, much of the work of the
research division, especially with respect to continuing
research, inveolves the production and analysis of
statistical data useful to many agencies both within
and cutside the state government.

Many of the department's activities involve it in
direct and continuing relations with other governmental
agencies, the formulation and administration of the
capital improvements program and local planning assis-
tance being two obvious examples. Other operations,
guch as the special transportation study, clearly
involve other agencies, both governmental and non-
governmental.

These planning and research operations suggest
that the DPR performs some functions which, to some
people, are considered line functions. For example,
in formulating long-range development cbjectives for
the state and in preparing the state's annual and six-
year capital programs, the department wields a powerful
and effective tool in influencing the direction and level
of activities of other departments, so that in fact,
the DPR assumes a variety of techniques which are
cperational in character. fThis fact, in itself, is
not unreascnable, for sound long-range development
objectives tend to be meaningless if there are no
accompanying means of implementation. fThe allotment
advices for capital projects which the department
prepares, although "advices," are in effect allotment
administration. The comptroller's office will not
release funds for a capital project without DPR-approved
allotment advices. There is, of course, continuous
interaction between DPR personnel, officials of other
governmental agencies, and the chief executive during
the course of preparing the general and developmental
plans, and the capital budget.
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The General Plan

The preparation of a state general plan which
was mandated by the 1957 legislature, constituted the
department's largest single project. The Z20-year
general plan includes proposals for land use, economic
development, education, health, tourism, land transpor-
tation patterns and a sea-ferry or alternate air-ferry
system for inter-island travel. The plan was largely
completed in early 1961, and in April of the same year
the legislature, by senate concurrent resolution,4
adopted the plan "in principle as an interim policy
guide for the future development of the State.”
Organizationally, responsibility for the maintenance
of the general plan is centered in the general plan
branch of the planning division.

Relationships with the Counties. A critical

factor in the successful preparation and implementation
of the state general plan is the nature of working
relationships between the DPR and the counties. Zoning,
subdivision control, urban redevelopment, and enacting
and administering building and housing codes are local
functions. These are functions which vitally affect
the success or failure of the state's general plan.
Therefore, it is imperative that the DPR and the county
boards and county planning agencies understand each
other's planning proposals. If there is no concurrence
of the general plan by both governments, there will
undoubtedly continue to he difficulty, if not total
inability, in implementing the state general plan.
Adopting and Amending the General Plan. When the

legislature mandated the Territorial Planning Office
in 1957 to prepare a state general plan, it outlined in

4Senate Concurrent Resolution 39, House Draft 1,
passed April 6, 1961.
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detail the adoptive and amendatory procedures which
the DPR and the respective counties were to follow.

Act 150 states that the director shall "work in
close cooperation with the respective officials and
people of each county" and that "the county sections
of the general plan, or amendments thereto, shall
become effective when enacted by an ordinance of the
respective county...." The neighbor island county
boards and the Honolulu city council have not yet
adopted by ordinance their respective portions of the
general plan, The reasons for inaction are several.
One county plan, which is practically identiecal with
its respective portion of the state general plan, is
still being reviewed by its board of supervisors. Two
counties have not adopted the state general plan because
of differences in certain aspects of the plans. The
reason for inaction by the fourth county is unclear.

The amendatory procedure prescribed in Act 150
states that "the general plan may be amended within
any county by the director with the board approving
the amendment by ordinance," or "the county may, after
consulting with the director, amend the general plan
by ordinance." To date, neither of the ahove situations
has taken place. It should be noted, however, that the
Act does not specify a time limitation.

Capital Improvements

Act 150 prescribes the capital budgeting process
in detail:

Prior to each regular session of the legislature,
the [director of the department of budget and
review] shall supply the director with copies of
the various requests for capital expenditures as
recelved from [state] agencies for inclusion in
the proposed [state] capital budget. The budget
director shall also supply the director with a
list of propesed public works toc be constructed
during the succeeding [six years]. Each county
shall similarly provide the director with a list of
necessary capital improvements to be constructed
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in the respective countles during the succeeding
8ix years. 1In preparing such lists, the counties
shall indicate the contemplated means of
financing each project.

The director shall review the various requests
for capital expenditures and proposed public works
to determine if they are in accordance with the
general plan. The director shall prepare a
report thereon for the legislature, including his
recommendations on the governor's proposed
capital budget, and shall forward such report to
the members of the legislature at least twenty
days prior to the convening of each regular session.
The present capital budgeting process actually has
been modified appreciably from the procedure cutlined
in Act 150. The director of the department of budget
and review has been largely by-passed in the initial
phases of the budgeting process. Departments submit
their requests for capital expenditures directly to
the DPR, and the budget director no longer “esupplies
the director with a list of proposed public works . . .
of the succeeding three biennlums." The DPR has the
responsibility of preparing the propeosed capital budget
although, to be sure, consultations are held with
budget officials and the chief executive in its prepara-
tion. The final draft of the annual capltal budget and
the long-range program is the governor's proposed budget
which he submits to the legislature. The deviation in
procedure from that stated in Act 150 was made with

the budget agency's consent.

The Location of the Capital Budgeting Functions.

The choice of agency to be vested with the responsibility
of designing annual and long-range public worke programs
varies among the several states. Generally, this
function is assigned to either the budget agency, the
planning agency, or a unit within the governor's ocffice.
According to a survey conducted in 1960 by the

American Instltute of Planners, seven of the twenty
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state agencies with state-planning authorities also
have responsibilities relating to capital improvements
programming (CIP).5 Planners and others who believe
that the preparation of the capltal budget should be
vested in the planning agency contend that this is a
necessary tool if the state's long-range CIF and general
plan are to be realized. (In the case of Hawaii, the
DFR reqularly examines each agency's annual and six-
year capital expenditure requests which are listed by
priorities. After appropriate conferences with the
governor and the agencies concerned, the DPR may shift
priorities to conform with the state's overall develop-
mental policy.) Further, capital budgeting is viewed
as having a epecific purpose—-that of formulating
development programs based on community needs and
improvement—--guite different than that of the operating
budget. Those who believe that the CIF preparation
properly belongs in the budget agency counter with

the argument that long-range plans are meaningless
unless they are tied realistically to fiscal resources--
e.g. revenue and expenditure projections, and bonding
capacity. (In Hawaii, the budget agency has available,
for DPR use, budgetary ceilings to be considered during
the preparation of the annual and six-year capital
budgets.) They further believe that capital budgeting
should be closer related to the operating budget process
to avoid discrepancies. For example, it is possible to
design an operating budget which does not allow for
certain personnel or equipment simply because those
preparing the operating budget are unaware of decisions
reflected in the capital budget, It is also argued

Shelred J. Gray, "Survey of State Plapnning Agencies,
1960" Journal of the American Ingtitute of Planners,
XXVII, No. 4. (November 1961}, p. 328.
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that the placement of both budgets in the same agency
agsures better coordination of budget examination and
preparation. {In Hawaii, the DPR attempts to avoid
conflicts between both budgets by supplying the budget
agency in advance with copies of departmental CIP
requests and data relating to operating requirements
for CIP projects.)

Inclusion of County Capital Improvements Require-
ments. Act 150 also prescribes that the counties submit
annually to the DPR "a list of necessary capital

improvements to be constructed in the respective
counties during the succeeding six years. In preparing
such liets, the counties shall indicate the contemplated
means of financing each project. . . ." The letter of
this requirement has been complied with, but there is
inadequate communication resulting in incoimplete under-
standing of reasons for specific capital improvements
requests. One factor which probably contributes to
insufficient understanding is the tendency of neighbor
igland counties to submit their CIP requests after
their new boards have assumed office, by which time

the state's proposed CIP program has already been
printed. Thus, there is inadequate time for conferences
between state and county planning officials prior to
the convening of the legislature. It is recognized
that during legislative sessions, legislators from the
respective counties do discuss with the DPR directoer

or his staff members programs affecting county general
~plans; however, the legislative session climate is not
conducive to commencing close relationships. Rather,
it is probable that the DPFR and legislators would

mutually benefit if useful exchanges of data and views
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between DPR and county boards and planning offices

occurred before legislative sessions.

Special Plans

The special plans branch is concerned with the
production of plans for the development of projects
which may be separately ldentified and in which the
DPR will be involved for a limited, though not necessa-
rily predictable, length of time. Exémples of such
plang are the state shoreline and recreation study,
gstate land use districts study, the Honolulu waterfront
plan, and the state capitol location study. The
branch also administers the local planning assistance
program.

Related to the preparation of county and state
general plans are the neighbor counties' requests to
the state government to apply for federal asaistance
permitted under section 701 of Title VII of the Housing
Act of 1954.7 Applications for such federal grants
and subsequent receipts of matching federal funds are
channeled through the DPR. The working relationships
arising out of 701 programs are stronger and apparently
more satisfying to state and neighbor island county

6See Charles 5., James, Capital Improvements

Programg in Hawaii (Request No. 7652; Honolulu:
University of Hawaii, Legislative Reference Bureau,
February 1960). The report discusses the problems

and the respective roles of the several state agencies,
the governor and the legisiature in the complex process
of long-range planning and short-range programming of
the state capital budget.

7 The Act authorizes the administrator of the
Housing and Home Finance Agency to award planning grants
to Btate planning agencies in their planning activities.
Grants are not to exceed 66-2/3 per cent of estimated
costs, Cities of populations over 50,000 may apply
directly to the federal government.
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officials. Alsc, the DFR has been helpful to the
neighbor island counties by presenting their case for
county requests to the legislature for matching 701
funds.

The city and county of Honolulu is eligible to
apply directly to the federal government for 701 aid
since it meets the population requirement. Honolulu's
last completed 701 project occurred in 19598 after which
time the city has managed to carry out its planning
activities without 701 assistance. In general, until
recently, city and state officials have had cnly
minimal contacts for discussing and resolving differences
concerning planning and development needs of Oahu,
Significant progress was made in bettering state-city
planning relationships when the Cahu transportation
study--a 701 project--was undertaken jointly in 1962 by
the DPR, the highway division of the state transportation
department, the city planning department, the city
traffic department, 2nd the U. S. bureau of public roads.

Continuing Research

The continuing research branch is charged with
the conducting of management-level research in order
to provide data necessary to the DPR and other govern-
mental agencies in formulating policies. The department

releases serial publications such as the Planning Brief

and the Research Reports which cover a variety of

subjects, Examples of the latter are: “Population
Trends in Hawaii 1778-1960," "Visitor and Hotel Room
Projections for Hawaii," "Recreational Preferences on

B 1n 1959, the city and county of Honolulu applied
for and received 701 planning assistance, the result
being The General Plan for Urban and Urbanizing Areas
{(Honolulu: Planning Department, City and County of
Honolulu, 1959},




Dahu,"” "Military Personnel and Dependentes in Hawaii,"

and "Residential Construction in Hawali." fhese reports

are distributed primarily to other govermmental
agencies, business and civic organizations for their
reference.

Continual economic, demographic and related
studies need to be done to keep the general plan and
long-range capital improvements program up-to-date.
Also, the DPR serves as liaison between the state and
the U. S. bureau of census and as such conducts
periodic surveys and keeps inventory of miscellaneous
census data. The branch maintains a continuing
inventory of state research projects and is responsible
for the coordination of research activities of state
agencies., The department maintains its own library
in planning and research.

The department's position of general economist
was not filled until August 1962; consequently, the
research division has not progressed to the level of
performance that the DPR has wished for.

The DPR desires to serve as a data bank of basic
information relating to the state to which public and
private organizations may avail themselves. At present
there is no single source from which information on
the state can be cbtained. For example, population
statistica must be obtained from the department of
health, air and land passenger traffic statistics from
the department of transportation, real property tax
asgessments from the department of taxation, labor
statistics from the department of labor and industrial
relations, and so forth. Other data are obtained from
reports of private organizations such as the First
National Bank, Bank of Hawaii, the Tax Foundation of
Hawaii, and the State Chamber of Commerce. Even after
various data are collected from multiple sources,

regearchers must use the data with caution because
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there are no standardized terminoclogy and methodology.
The Statistical Abstract of Hawaii 1962, recently

released by the DPR, suggests a step toward the

establishment of the department as a central clearing-

house of basic information on the state.

The department conducts analyses of long-range
economic, business, industrial and population trends
in the state. Two banking institutions 1in the state :
publish at monthly intervals business and economic 1

indicators for the islands based in part on raw data, i
such as population numbers, labor and employment
statistics, personal income, and transportation
atatistics cobtained from state agencies. The state,
however, has not similarly used its own data for the
purpose of making long-range econcmic projecticns.

The department would like to develop its research

division upeon which other governmental units will

rely for guidance in their individual planning functions?
In order to attain this role, skillful coordination

of state research activities by the DPR, including
standardization of terminology and methodology must be
effected. It is recognized that such an objective

cannot be accomplished overnight, but that in time the
DPR could release regularly, reports comparable say, to
the manifold reports prepared by the Puerto Rico

planning board as described on page 1l.

Special Studies

In general this branch conducts studies of short

duration--generally upon requests from the governor and

9See Booz, Allen and Hamilton, Report on Survey
of Organization Structure, State_of Hawaii, ({(S5an
Francisco: 196l1), pp. 60-64. The report makes a
number of recommendations relating to planning and
research functions of the other state departments.
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other agencies. Two examples are the low cost housing
study, requested by the governor, and the Hawaii
housing study, requested by the hawaii housing authority.

0ahu Transportation Study

The DPR has been assigned the task of coordinating
and overseeing the Oahu Transportation Study, which
was authorized by the 1962 legialature}o The study,
which is expected to take 2-1/2 years to complete, is
designed to project a long-range transportation plan
to meet Oahu's needs for the next twenty years. The
DPR, in order to make sure that the study received
adequate top-level attention while at the same time not
allowing it to dwarf other departmental programs
simply because of its size, established the study as
a temporary divisieon and contracted for the services
of an ex-division engineer from the department of
transportation to serve as project manager. This
appointment has the further advantage of facilitating
participation in the study by the transportation
department. Provisiona also have been made for
representatives from the state highway division, the
city planning department, the city traffic department
and the U. S$. bureau of public roads, Hawaii office,
to serve under the project manager, again in part to
facilitate coordination. The department has retained
a mainland program consultant to advise it on management
of the study, and a consulting firm will be employed
to undertake a part of the study.

lonct 30, SLH 1962. See under "Highway Projects.”
Of the total cost, the federal government provides
$400,000, and the state and city and county of Honoliulu
each appropriates $100,000.
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Land Use Commission

"In order to preserve, protect and encourage the
development of the lands in the State for those uses
to which they are best suited," the legislature in
1961 passed what is popularly known as the "Greenbelt

Law."ll

The law established the Land Use Commission,
2 nine-member body which includes two ex-~officio
members~~-the director of the DPR and the director of
the department of land and natural resources. The
commission, which is part of the DPR only for
administrative purposes, is assigned specifiec respon-
sibility for classifying the lands in the state into
three kinds of "districts": urban, agricultural and

conservation districts.

The Organization and Operation of
the Department of Economic Development

The chart12 below shows the organization of the DED:

Office of Board of

the Director Economic
Development

(advisory)

Deye}ogment Information
Division Division
11

Act 187, SLH 1962.
12 . . :

) ?he Plan of Organization issued by the Governor's
Office in July 1962 shows a third division called
"Economic Analysis Division," but operationally this
division is part of the information division.
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The department 1s staffed by 15 persons including 7
clerical persons. As of September 1962 three positions
were vacant. Because of the small staff, personnel
often carry out assignments in elther division. In
general, however, the deputy director is immediately
responsible for the development division, and the
information director is in charge of the information
division. The director particpates actively in all
programs, particularly in the programs relating to
tourist promotion and product promotion.

The specific programs handled by the two divisions
are as follows:

Development Divieion Information Division
1. Tourist promotion 1. Information
gathering and
2. Visitor facilities dissemination
development

2. Publications
3. Industrial
development 3. Planning of fairs

4. Agricultural and
industrial product
promotion

5. Diaster commercial loan
programs administration

6. Area redevelopment
program administration

Tourism Development and Promotion

State income derived from the visitor industry
exceeds the amount of income from either the sugar or
pineapple industries. 13 Accordingly, the continued

According to the 1962 Annual Econamic Report of
the Bank of Hawaii, the preliminary income estimates for

1962 were as followa: tourist trade 156 million deollars,

sugar 145 million dollars, and pineapple 115 million
dollars.
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development and promotion of tourism is of vital
concern to the state.14

The DED has entered inte two contracts with the
Hawaii Visitors Bureau (HVB) for tourism promotien and
development--one in September 1961 and another in
June 1962.1° HNeedless to say, because of the increasing
importance of the tourist industry to the entire state,
DED expends substantial and sustained interest in HVB's
general programs. For the most part, the director
handles contract negotiations and maintains continuing
follow-up examinations of HVB programs. Major problems
which DED faces include (1) inadequate information
available on the precise internal ogperations of the
HVB, (2) absence of a clear-cut budget expressing
priorities and means of achieving program objectives,
and (3) dissatisfaction among neighbor islands regarding
their share of state funds. Several months of negotia-
tion in 1961 resulted in major organizational changes
of the HVB., These may resolve most of the above
problems.

The DED has additional related responsibilites
such as providing pertinent data to prospective developers
and encouraging them to develop visitor facilities, and
rendering assistance to private organizations for special
facilities and events, The common cobjactive of these
activities is to increase not only the number of
visitors to Hawaii but also to increase visitor

satisfaction.

14 Problems relating to government participation in
the development and promotion of teourism in Hawail are
discussed in a recent publication of the Legislative
Reference Bureau. See Palumbo, Dennis, Government Parti-
cipation in the Visitor Industry in Hawaii, {Request No.
A-239; Honolulu: University of Hawaii, Legislative
Reference Bureau, Decenmber 1962).

15As allowed under Act 16, SSLH 1959, (1lst).
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Visitor Facilities Development

The vigsitor facilities development program was
formally installed in July 1961 when a visitor facilities
representative was appointed. He is concerned with
private and public investment in facilities which are
designed to accommodate an expanded tourist industry;
his interest lies in the building of hotels, restaurants,
transportation facilities, scenic or historic Bites,
or any other facility which will enhance the tourist
induatry in the long run.

His chief concern to date has been the promotion
of neighbor island hotel construction especially on
Hawaii, Kauali, and Maui, He attempts to attract
potential mainland investors by writing letters to
mainland prospects, Favorable responses are relayed
to the director (or deputy director) who includes the
respondents in his mainland trip schedule for personal
follow-up visits. If a prospective developer plans
to come to the Islands to make a personal examination
of investment possibilities, the visitor facilities
representative provides the services necessary to
facilitate the examination.

Industrial Development

One of DED's major objectives is to perauade
private investors to expand or establish new businesses
in Hawail. To accomplish this, the DED provides
relevant data to businesses considering expansion of
existing facilities or to investors contemplating
investments in new industries. DED renders assistance
by providing market research data, site searches,
analysis of special technical problems, and referrals
to other appropriate governmental agencies or private
organizations. The department has felt that the
highest potential lies in mainland industries coming
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to the state. Consequently, the director and his
deputy each have made a total of about two trips a
year to the mainland for personal meetings with
industrial executives at which time they have attempted
to sell the industrial potential of Hawaii. The DED
subsequently continues to feed new and current data to
likely progpects.in the hopes that some will eventually
decide to extend operations to the Islands,

The length of time that the DED concerns itself
with any particular firm and the amount of effort
invested in recruiting that firm varies considerably
but is determined primarily by that industry's long-
term potential for providing new jobs in the state.
The department's expressed target is to stimulate
business activity sufficient to increase employment at
the rate of about 8,000 new jobs annually.

In order to augment the department's efforts in
identifying these high-potential industries, the
position of industrial development representative was
established in July 1961. 1In reality, the handling
of each prospective investor is not routinized; a
potential investor may be assisted for the major part
by the director, deputy director, visitor facilities

representative, or the industrial development represen-

tative, depending on the circumstances. The DED members,

however, keep one another informed on the current
progress of each case.

Agricultural and Industrial Product Promotion

A paramount factor determining the amount of
effort expended in the promotion of various island
agricultural and industrial products is the export
potential of particular products to mainland markets.

Financial ecosts of promotion of particular products

are shared by the state and the growers or manufacturers

concerned. The department has pushed mainland sales
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of papaya and pineapple; it has aszsisted the coffee
growers in the manufacturing of Kona instant coffee,
and it is interested in promoting garments, flowers

and foliage. Decisions to promote a particular product
is usually preceded by technical research designed to
improve the product itself, a market survey and actual
market—testing.16 Such studies are generally made by the
University of Hawaii or private research agencies and
their costs shared by DED and the private firms which
stand to benefit by them. The DED assists in providing
general information, setting up goals for econcmic
development, and coordinating the work with other
governmental agencies if necessary. In general, the
department's policy is to place only enough seed money
to enable a particular product promotion program to

get a good start so that the promotion of as many other
island products can be considered.

Loan Program Administration

The department participates in the administration
of one state and one federal loan program,

Disaster Commercial ILoan Program. Following the
tsunami of May 23, 1960, the legislature appropriated
$600,000r7 to carry out a disaster commercial loan

program and charged the DED with administration of the
program. In 1961, an additional $90,00018 was appro-
priated to assist in the rebuilding of business
establishments destroyed or damaged by the disaster.
To date the entire fund of $690,000 has been loaned to
forty-eight Hile firms.

16Many technical studies done during EPCA years
are utilized as resource materiala.

17 pct &, ssLE 1960.

182ct 129, suE 1961.
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Federal and State Area Redevelopment Acts. The

federal area redevelopment act {(ARA), passed by Congress

in May 1961,19

act,20 enacted into law approximately two months later,

and the state economic redevelopment

serve as the legal basis for providing assistance to
local communities suffering from substantial and
persistent unemployment or underemployment, The work

of coordinating the variety of intergovernmental

programs possible under these acts has been assigned

to the DED. Following Washington's designation of

the island of Hawaii as a redevelopment area, DED
established a federal-state advisory group which assisted
the county of Hawaii in preparing its overall economic
development plan (OEDP). The plan was subseguently
approved by the area redevelopment administrator in
Washington, and Hawaii county's first priority project,
the Kailua-Kona Sewage System project involving a

total cost of about $800,000 was recently approved,
Subsequently, two industrial loans have been applied

for under the provisions of the federal and state acts.
Also, cccupational training and retraining needs are
currently being studied and will probably be followed

by application for approval of specific training programs
to the ARA administrator.

The DED has similarly helped the county of Maui
in preparing its OEDP which has been submitted for
federal review. The county of Kauai to date has not
expressed desire to apply for federal assistance under
the area redevelopment act.

19
Public Law B7-27.

20 pct 1B5, SLH 1961.
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Information and Research

The information and research division of DED
obtains a variety of information necessary to facilitate
the work of the development division. It also dissemi-
nates a large amount of information to both mainland !
and Hawaii organizations and individuals.

General Information. The information director is

assisted by two economic research analysts and a

librarian whe handle manifold questions received from
mainland and local businesses and individuals. The

answers required may range from a simple reply to that
involving several hours of research. A significant
portion of information requests consists of telephone _
inquiries from individuals who may want to know a

simple statistical fact or who seek advice as to what
business they should undertake with a emall amount of
capital. HNumerous calls are received from tourists
visiting the islands or travellers stopping over

Hundreds of mlscellaneocus requests are also received
each month in the mail from mainland businesses and
individuals.

|
|
briefly who wish specific information on the state.

Staff members obtain specific data needed to
answer an inquiry from other public and private agencies,
if not available in their own library, or they will
refer the inquiry to the appropriate agency. In 1959
as a result of an agreement made by a number of public
and private agencies, referrals of telephone inquiries,
letters, or portions of letters are made to the agency
which can provide most quickly the correct information.
Publications. The DED prepares a number of publica-
tions including the monthly Hawaii Newsletter, which has a
circulation of nearly 3,000; the Fact Books of each
county, which are updated regularly; the Information
Locator which was recently revised; annual reports; and
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numerous leaflets designed for wide public distribution--

particularly tourists and businessmen. Among special

publications are Bring ¥Your Business Imagination to

Hawaii, articles by staff members written for national

and local publications, and a Directory of Manufacturers

which is being prepared. The staff prepares and updates
two traveling Hawaii exhibits and is responsible for
their mainland bookings. The department also furnishes
related promotional literature or reports of other
organizations, private and governmental, upon redquest.

Economic Research. DED does not engage in any

basic economic research and, in fact, maintains that
comprehensive analyses of basic statewide economic
data from which economic indicators and broad economic
forecasts are elicited are not within the purview of
the department since the passage of the Reorganization
Act in 1959.21 The research it does undertake usually
is intended to have a direct or nearly direct effect
on decisions‘relating to promotion of island products,

and development and promotion of tourism, business and

industrial opportunities. Such research may include

market surveys and analyses and promotional studies

such as those listed in Table 1 on pages 59 through 61.
The two economic research analysts are involved
in responding to general information gueries and
preparing DED publications; they do very little substan-
tive research. Further, the department’s chronic
staffing problem frequently has made it necessary to
contract with other public and private research agqencies,
on a cost-sharing basis, to conduct studies requiring

substantive research such as those relating to a market

2lact 1, section 25, SSLH 1959 {2d) transferred
the research function to the department of planning
and research.
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survey of Kona coffee, the guality and marketabillity
of papaya, a state falr feasibility study, and an
inter-island travel survey. At the time of this writing,
the industrial development representative, one economic
research analyst, and secretary for the information
division positions are vacant.

Planning of Fairs. The DED in 1960-61, in

accordance with the statutory requirement of planning
fairs for the state, conducted a feasibility study of

a permanent site at Waimanale, Oahu, for annual state
fairs and a year-round exposition park, The possibili-
tias for bullding the site into a kind of showcase
attracting tourists and sizeable local audiences through-
out the year were important considerations. However,

the department's request for funds to commence planning,
engineering and cost studies was not accepted by the

1961 legislature.

In 1961 the department, with privately contributed
funds, employed a mainland firm to develop preliminary
plans for Hawaii's participation in the 1%64-65 New York
World's Fair following which the 1962 legislature
authorized a $2,328,000 bond issue®? for Haweli's exhibit.
Subsequently, a special New York World's Fair Committee
was established and given the responsibility for the

execution of Hawaii's fair plans.

Board of Economic Development

The board of economic development is composed of
nine members appointed by the governor, six of whom
represent the six senatorial districts and three of whom
are at-large members. Members meet generally at one-
month intervals and invite guests who have direct interest

in matters on the agenda. At least once a year board

22pct 4, SLH 1962.
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meetings are held jointly with each of the neighbor
island county development agencies and hoards of super-
visors., The board is purely advisory and assists the
director in clarifying major program cbjectives and

related policy matters.

Interdepartmental Relationshipg

In some ways DED serves as liaison hetween the
private sector of the state'’s economy and public agencies,
and consequently has significant working relationships
with nearly all of the departments, but its most frequent
contacts are the departments of land and natural resources,
transportation, and agriculture. '

DED's interest in the development and promotion
of tourism and industry means the department must have
fairly intimate knowledge of state plans for water
systems, parks, historic sites, industrial sites and
other comparable subjects; consequently, DED has
frequent communication with the planning office, the
water and land development division and other like
divisions of the department of land and natural resources,
and, in fact, refers potential investors of visitor
facilities te the land department for purchase of
public lands. Similarly, the department of transporta-
tion's plans for highways, harbors and airports are of
extreme interest to DED because of their impact on
future industrial and tourism develcopment. The promotion
of agricultural and horticultural products reguires
knowledge of the programs and research conducted by the
department of agriculture. DED also has good reasons
for keeping itself infeormed of reports and actions of
the departments of taxation, labor and industrial
relations, planning and research, and the actions of
the Land Use Commission. The number and fregquency of
contacts with the department of planning and research,

however, are not significantly greater than with most

state agencies.
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County Economic Development Adencies

As a consequence of a long-recognized need to
stimulate the economy of the neighbor islands, the
counties have formally organized for the administering
of their economic development activities. Previously,
the county boards usually set up committees of economic
development among their own memberships, and these
committees ecarried out economic development functions
in a fairly spasmodic manner. The city and county
of Honolulu does not have an economic development agency
as such, but the development and promotiocnal needs of
Oahu are generally unlike those of the neighbor islands.

Neighbor Islands' Organization. The neighbor

island offices of economic development, headed by

coordinators, were formally established fairly recently.

Hawaii created its office in February 1959, Kauai in

March 1961, and Maui in September 1961.23 All of the

offices have small staffs and all are assisted by

advisory boards. The coordinators are appointed by their

respective county boards of supervisors and are respon-
sible to them. Although each coordinator pursues local
programs independent of the DED, one of his important
functions is to serve as liaison between his county and
the DED (and other governmental agencies) in matters

pertaining to the economic development of his county.

23Names of the county economic development agencies

and the titles of their respective executive officers

vary among the counties. Hawaii county calls its ;
office "Economic Research and Development Commission" !
and its chief officer "administrator," Kauai "0ffice of
Economic Development" with a "director," Maui "Department
of Economic Development" with an "agent." The title of
"coordinator" is used in this report to apply to all i
officers of the neighbor island economic development \
offices.
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Relatipnships with DED. There are no formally

established working patterns between state and county
economic development coordinators. The Maul and Hawaii
coordinators exchange data with DED staff members, and
they meet informally and irregularly. The coordinators
of Maui and Hawaii may work directly with the DED direc-
tor, deputy director, visitor facilities representative,
industrial development representative, or the information
director~~depending on the nature of the problem at
hand. At present, the Maui coordinator is chiefly
concerned with the development of visitor facilities to
strengthen Maui's tourist promotion. Although Hawaii,
too, is eager to increase its physical facilities for
visitors, its coordinator is currently concerned with
matters relating to programs arising from the federal
and state area redevelopment acts as mentioned earlier
in this report. DED seeks to interest mainland investors
in developing industries and visitor facilities on the
neighbor islands, and when appropriate, DED attempts
to put these potential investors in contact with the
county coordinators. At least the coordinators are
informed of the interest of prospective investors in
their particular counties and the coordinator®s parti-
cipation is invited.

Virtually all significant contact between the
Kauai county economic development office and the DED
had ceased as of late 1962, The Kauai office has felt
that the state has not contributed to nor is interested
in developing Kauai's economic conditions. However,
DED continued to send its various publications to the
Kauai office, and contacts have been initiated by DED
staff members if a prospective investor expressed

interest in exploring Kauai's business opportunities.
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None of the counties has research facilities or
provides extensive information services. They can,
however, use the reference materials and research
facilities of the DED. Also, the DED often is the
coordinator for related intergovernmental programs,
such as those permitted under the state and federal
area redevelopment acts,

Since 1959, legislative appropriations to each of
the neighbor islands for economic development have been
channeled via the DED.24 In 1959, each neighbor island
county was appropriated $50,000 for the biennium; in
subsequent years the annual amounts remained the same
at 525,000 apiece.25 In 1962 the amount of appropria-
tion was not changed; however, the act26 stipulated
that "the sum of $25,000 shall on July 1, 1962 be
transferred to each of the county economic development
organizations...."” The change was the result of the
counties' avergion to having to obtain DED's approval
of their plang and to account in detail to DED their
expenditures of state funds.

24Appropriations are separate from capital
improvemente appropriations.

251t should be noted that each county economic
development office can and does have supplemental appro-
priations from its respective county government,

26pct 31, suA 1962.
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CHAPTER 1V

A COMPARATIVE ANALYSIS DF THE
FUNCTIONS DF DPR AND DED

Usually a stronger case can be made for consoli-
dating into a single unit agencies which perform like
functions than can be made for combining agencies which
periorm functions more distantly related. The case for
the latter may rest on no stronger grounds than adminis-
trative convenience or desire. While there are other
major accepted criteria which may be employed in
examining the desirability of organizational homogeneity,
generally an examination of similarity and relatedness
of program and function is most useful in reaching a
decision as to optimum organizational relationships.

In this section, selected organization eriteria,
the application of selected criteria, and the attitude
of an economic development agency are examined in order
to determine the degree of relatedness of the functions
of the two departments.

Selected Organizational Criteria for Separating
Planning from Development Functions

Table 1 submits selected organizational criteria
which may be employed in distinguishing state planning
phases from economic development phaaes.l Four major
areas of consideration have been selected under each of
which the criteria for separating planning functions from
development functions are explained.

1The selection of these particular criteria is
influenced largely by an examination of the statutory
functions assigned to the department of planning and
research and the department of economic development,
but the general concepts of state planning and economic
‘development activities as offered in the available
literature, have also been considered.
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Time Perspective

In planning, the time perspective employed is long-
term which means between six and twenty years or more. 2
In contrast, development functions are concerned with
short-term results, and accordingly the time perspective

is usually five years or less.

Scope of Agency Consideration

In planninc vroblems are viewed in a context of

statewide dimensions, and the concern is with social,
political, economic, and physical changes. FPlanning is
also concerned with major sectors of the state economy,
the presumption being that separate consideration of a

number of major sectors is not only unavoidable but

sometimes necessary; in any event, separate studies of
major sectors contribute to an overall statewide view.
When appropriate, state planning includes the relating
of national and international events or trenda to state

interests. ©On the other hand, development’s immediate

concern is with limited geographical areas or parts of
major sectors of the economy~-e. g. the Kona coffee
industry as related to the agricultural sector of the
state economy {though, to be sure, the trends and fore-

casts relating to the state's agricultural potential in

the planning phase are not ignored). Although bepefits
are viewed in statewide terms, problems are considered
primarily in terms of what kinds of technical, promotional,

and developmental services can be rendered to assist

specific sectors of the state economy.

2Planners regard six to ten years as middle-
range planning, and over ten years as long-range
planning.
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Research Contacts and Clientele

In its research contacts, a planning department
deals mostly with other governmental units, gathering
basic data on the state and subsegquently disseminating
reports arising from analyses of the data. A great
deal of research coordination is necessary with federal
and county governments as well as among the many agencies
in the state government itself. Hence, planning involves
frequent communication, assistance, and service to
public agencies.

A development department, however, has a constant
interest in the activities of the private sector of
the state's economy and at times assisting and facili-
tating the work of private interests. The personal
element in contacts with individuals and private organi-

zationas is very pronounced.

Regearch Objective

In planning, the research objective is substantially
basic in nature. That is, the research includes the
gathering of raw data from any scurces, the analyzing
of data and identifying problems of statewide import,
and the forecasting of trends. Planning may then
proceed with the formulation of general objectives and
the recommending, in a general way, of state programs
to achieve these objectives. The compilation and analysis
of raw data alsc establish the planning department as
the logical repository and dissemination of the latest
general information on the state and as such provides
the entire state with services appropriate to a central
clearing house of information.

The development department, however, utilizes the
regsearch findings of the planning department and other
organizations engaged in similar types of research, and
attempts to apply them to ite immediate problems
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relating to technical, promotional and developmental
services. If the findings of baslc research data are
not adequate for the development department, research
on a more technical level is conducted to meet its
needs. In this respect, the development department
has generally similar relationships with the planning
departiment as do other agencies.

The Appllication of the Criteria

Table 1 shows on the left a listing of completed
or current major activities and studies of the DPR
and DED. Annual or intermittent reports of departmental
operations are omitted as are, in the main, supplemental
or progress reports of larger studies and studies done
jointly with other state departments. The list includes
studies done by the predecessor agencies. The columns
on the right side of the table represent the four major
areas of consideration under each of which the planning
criterion and the development criterion are stated.
If neither criteria under a major area of consideration
is applicable "N.A." {(not applicable) has been noted;
if both are about equally applicable to a study or
activity, no notation has been entered.

The purpose of formulating the above criteria is
to pin-point specific studies and activities of both
departments and relate them to the criteria established.
It should be emphasized that no study or activity is
presumed to fit absolutely into any criterion. The

assignment of any criterion to a study or activity
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TABLE

1

ACTIVITIES AND STUDIES OF THE DEPARTMENT OF PLANNING
AKD RESEARCH AND THE DEPARTMENT QF ECONOMIC DEVELOFPMENT
CLASSIFIED BY SELECTED ORGANIZATIONAL CRITERIA

Limt generally excludes annual and intermittent reports of departmental operationms, supplemental and

progress reporte of larger atudies, and studies done joilntly (DPR and DED} or with other departmants.
It includes studies done by predecesssr agencles.
egqually applicable to planning and development functions; "N.A." (not applicable) is noted if criteria
are not appropriate to the activity or study.

No check (x) has been made 1f the criteria are

CRGANIZATIOWNAL CRITERTIA

Perspective |Scope of Conmideration Type of Research Research Contacts
Statewide
or Major |Limited Area| Basic Fact | Applied or
Long | Sheort [Sector of| or Part of Gathering Technical |Govern-
Activity or Study Rengel Range| Fconomy [Major Sector|and Analysis| Research ment Private
DEPARTMENT OF PLANNING AND RESEARCH
A Summary Report Upon the Concentra-
tion of Military and Civiiian Activi-
ties on Oamhu, Territory of Hawaii N.A. X o
A Repart Upon the Heed for Civilian
Ume of Fort DeRussy, Walkiki Beach,
Honolulu, Hawaill X x X
Plan for Kona. DPreliminary
Studies (9 parts) X X X
Capital Improvementm Program,
1959-1965 x X N.A. x
A Territorial Parks System for
Hawaii x X X X
A New Capltol for Hawaii X x X X
Preliminary Feaslbllity Report cn
Submerged Land Reclamatien, Island
of Oahu, Hawmii X X X




Table 1 {continued)

CRGANIZATIOCHNAL CRITERTIA
Perspective} Scope of Consideration Type of Research Research Contactg

Statewide .
or Major {Limited Area| Basic Fact |Applied or
Long |{Short | Sector off or Part of Gathering Technlcal |Govern-

Activity or Study Range {Range | Economy [Major Sector|and Analyeis] Research ment Brivate
Recommended Capital Improvements
Program, 1960-1966 X x N.A. X
Visitor Destination Areas in Hawaii
An Action Erogram for Developmenht x X X

An Economic Analysis of Kaual and
the Growth Fotential of the Planning
hreas of Walmea, Hanapepe, Holoa,

t Lihue, and Kapaa x x X
® Island of Hawaii Space Facllity
Capability X X X 3
A Plan for Kona x X x
An Economic Analysais of Hilo-
Puna Planning Area on Hawaiil ® X X
Structure and Growth Potential of
Tourism in Hawaii x X X
A Study of the Economic Potentlial
of the Hawaiian Islands {3 parts} ® X x

Hawaii's Future., The Economic
Growth Potential X X X
Recommended Capital Improvements

Program. Fiscal Years 1962 - 1967,

State of Hawail X X N.A. X
The General Plan of the State of
Hawali x x x x

State of Hawaii Transportation Plan
Harbeors and Airports x x X *®
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Table 1 {cantinued)

ORGANIZATIONAL CRITERTIA

[Perspective|Scope of Consideration Type of Research Research Contacts
Statewlde
or Major |Limited Area| Bamic Fact |Applied or
[L.ong | Short|Sactor of{ or Fart of Gathering Tachnical Govern-
Activity or Study [Range| Range| Econamy {Major Secter |and Analysis| Research ment Private
Factas Pertaining to the Protection
and Development of Tourist Facili-
tiem Within All Countles H.A. X X
Factm Partamining to the Protection
snd Zoning of RAural, Agricultural,
and Urban Lands Within all Countles N.A. X X
State of Hawaii Transportatlion Plan x x x X
The HMarket for a New Inter-Fsland
Ferry System X X X x
state Shorelina and Recreation
Study [(FPed 701 Project] X X x X
statiatical Abstract of Hawall 1962 H.A. x
Oahu Transportation Study X x x x
Asslstence to County Planning
0ffices in Developing County Urban
and Rural Plans X X x
DEPARTMENT OF ECOHOMIC DEVELOPMENT
Promoticn of Pineapple and Papaya b3
Market Survey of Kona Coffem = x x X
Inter-Island Travel Survey X x x
State Falr Feaslbility Study x *
Survey of Industrially Zoned Property
in City and County of Honclulu X x X X
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Table 1 (continued)

CRGANIZATIONAL CRITERTIA

Perspective| Scope of Consideration Type of Research Research Contacts
Statewide
or Major |[Limited Area| Basic Fact | Applied or
Long ] Short|Sector cf|[ or Part of Gathering Technical |Govern-
Activity or Study Rangej Range| Ecocnomy [Major Sectorland Analysis| Research ment Private
Evaluation and Introduction of
Improved Varieties of Tropical
Fruit Crops From Southeast Asia x L X x
Nation-Wide Visitor Motivation-
Satisfaction Research ® X
Education of Small Businessmen M. A, H.A.
Factors Affecting Quality and
Marketability of Papaya Through
Handling and In-Traneit X x x
Market Potentials of Hawaiian
IAgricultural Products--Macadamia
Muts x x
Food Wholesale Market Center Study x x
Market Potential of Avocados and
Cityus Fruits x X X X
Assisting Kona Coffee Association
to Reorganize Into a Marketing
Cocperative * X N.A. X
Compilation of Data for Kokee
Irrigation Project F x x
Investigation of Possibility of
Promotion Contracts with Garment
Industry X X x x
Feasibility of Establishing Aluminum
Extrusion Plant X x X X
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Table 1 {continued)

OCRGANIZATIONAL CRITERTIA

Perspective}Scope of Consideration Type of Research rResearch Contacts
Statewide
or Major |Limited Area| Bagic Fact Applied oy
Long |Short|Sector of] or Part of Gathering Taechnical | Govern-
Actlvity or Study Range|Range| Economy |Major Sector |and Analysis| - Research mant Private
lAssisting in Wemt Coast Food Editora
our of Hawali ® x N.A_ X
lvisitor Facllities Development
Programn X X
Study on Statewlde Syetem of
Historical Markaers X * X X
lapsleting Lehaina Restoration
Committes in its Program X he N.A, H.A.
Administration of Disaster Commer-
clial Loan Program X H.A, N.A.
Planning for Hawali's Participation
in HNew York World's Fair x x x
[Coordinating Federal Bpnd State
Programs in Area Redevelopment X X H.A, N.A,
County Fact Book X X X
[Labor Market Survey, Kohala District X x X
Revision of Information Locator X x X
Preparation and Bocking of Traveling
Hawaii Exhibit on Mainlend x X x
Promotion of Propossd Space Pacllity
jlon Mauna Keaa x X N.A., N.A.
biminland and Inter-Island Industrial
Promotional Trips X X H.A. N.A.

Socurces:

DPR programs and activities from State Planning in Hawaid 1957-61.

DED programs and mctivitims from amnual reporte and management reports.




indicates merely a fairly conspicuous characteristic
of that study or activity.3

It would not be wise to attempt to use the data in
the table to construct an air-tight case for or against
conscolidation for many reasons, including the fact that
the selection of applicable criteria in each instance
involves the exercise of judgment and not Jjust the
mechanical application of precise factors. Also,
nearly all of the items listed represent published
reports. Other departmental operations or characteris-
tics are not as visible as these studies and consequently
are even less easy to evaluate. 1In spite of such
limitations, however, the data may be usefully employed
as a backdrop for consideration of the specific facets
of the consolidation gquestion.

The application of the selected criteria to the
past activities and reports of the two departments
appears to lend credence to two conclusions: (1)
Generally the activities and studies undertaken by the
DPR have tended to have a long-range perspective, be
statewide in scope or treat a major sector of the
economy, involve basic fact gathering and analysis,
and involve primarily governmental research contacts;
{2) Generally the activities and studies undertaken
by the DED have tended to have a short-range perspective,

concern a limited area or part of a major sector of

31t should be mentioned here that sometimes a
study or activity showing an area of overlap represents
a gpecific request to either department from the legisla-
ture or the chief executive; hence, the responsibility
of initiating such studies or activities should not
necessarily be assigned to the department itself,
Examples are the study of a statewide system of historical
markers done by the DED and DED's coordination of federal-
local programs mandated by the federal and state area
redevelopment acts,
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the economy, involve applied or technical research, and
involve private research contacts.

However, it would seem that the functilons of the
DPR and the DED are related in the sense that the DPR
is concerned with plans for the overall develcopment of
the state, and the operations of the DED are designed
to carry out specific aspects of the state's overall
development.

The Attitude of an Econamic Development Agency

It has been indicated @bove that the DED carries
out programs designed to realize specific aspects of
the state's overall development goals. However, this
does not necessarily mean that the DED's interpretation
of what actions contribute to the development of those
specific areas of agriculture, business, and industry
will always be in accordance with the state's overall
develcopment goalas. It is here that the attitude that
DED has of its own role becomes important in determining
the degree of relatedness of the functions of the two
departmente. It is conceivable that in assisting
industries to realize their aims to establish certain
businesses in particular locations, the economic develop-
ment agency may encourage activities which do not fit
in with the state's long-range plans., Suppose, for
example, the state general plan reguires that the area
around Diamond Head be maintained as a guiet residential
diatrict, but industry seeks to develop a coral quarry
at the base of Diamond Head, and this does not coincide
with the general plan. Should the economic development
agency assist industry, or should it contest industry's
desire? In reality, of course, industry has other
obstacles to overcome, such as obtaining the approval
of the department of land and natural rescurces (if

public land i1s involved), or the city planning commission.
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However, assuming that the attitude of the economic
development agency is the critical factor, should the
agency facilitate industry's objective because of the
high economic potential or should the agency oppose
industry because establishment of a guarry seriously
threatens the overall design of the general plan for
the Diamond Head area? In other words, should a state
economic development agency guide, direct, and contrel,
if necessary, private action to conform to the state's
general plan or should the agency facilitate and assist
the private sector in realizing its individual goals
because they may contribute to economic development
even though these goals may be detrimental to the
state's long-range plan?

of course, in reality, the general plan is subject
to continuous review and would normally be modified from
time to time to meet changes occurring in the industrial,
social, and political environment of the state. The
example is posed in hypothetical and extreme terms for
the purpose of illustrating the fact that while the
functions of DPR and DED are related in the sense that
they are both concerned with the development of the
state (DPR being concerned with overall development and
DED with specific areas of overall develeopment), the
extent to which there may be coordination between the
two may depend more importantly upon the conception
that the officials in both departments have of their
functions and what methods are best for realizing their
developmental objectives.

If the planning officials strongly believe they
are performing only "staff" functions—-in an absolute
sense-—, and if the economic development officials
believe theilr work is far and away removed from state-
wide planning activities, consolidation of the depart-

ments cannot be m2zaningful. If, however, officials of
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both departments feel their functions are compatible i
to accomplish beoth statewide objectives and specific i
objectives that are sspects of atatewide goals, then ]
consolidation would be more justifiable, ;
i
i
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CHAPTER V
THE QUESTION OF CONSOLIDATION

The question of the desirability of placing the
planning-research and the economic development functions
in a single state agency appears to be one of deciding
whether the objectives of the two functions have a
better oppertunity of beiny achieved under one roof or
two. Some wili arque that because DED's functiona are
related to DPR's functions the two departments should
be merged. on the other hand, others will contend that
the two departments should remain separate because of
basic differences between the methods of each department.

The description in the previcus chapter of this
report shows that the functions of the two departments
are related in some ways but that there are differences
in the methods by which each department may carry out
its responsibilities. Some of these differences may be
atributable to the conception that those who direct
the department have of their respective functions.

In other words, there are sufficient similarities in

the functions of each department to justify a merger

of the two, particularly if the officials of each
department have compatible attitudea. Another crucial
gquestion centers around the problem of how the two
functions should be organized if placed in a single

state department or coordinated if maintained as separate
agencies. Perhaps the best way to analyze this question
is by considering the arguments for and against a

merger, including the advantages and disadvantages of

consolidation.
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Planning as a Staff Service

Planning, it i1s maintained, must be closely
associated with the chief executive so he may utilize
it in formulating policies pertaining to the general
development of the state. To perform this service, the
agency should remain a dominantly staff agency, clese
to the Governor, unemcumbered by responsibility for
business development and promotional activities.
Furthermore, if the planning agency is to continue to
evaluate the plans of other agencies, and to provide
planning assistance to other departments, it should not
be involved in line operations which will tend to make
it less objective and less available in fulfilling its
staff role.

The concepts of staff and line, it may be argued,
are not particularly enlightening in analyzing the
problems. Besides, is there any real cobjection to an
agency performing simultaneously functions which are
nominally termed staff and line? Isn't every agency
"staff" when it advises the Governor and "line" when it
administers a program.

The cautions, however, that a consolidated planning-
developiment agency may tend to be less available to
render planning assistance to other departments and to
color all its judgments on planning matters because of

its responsibilities for development, appear valid.

Improved Coordination of Functions

Those who advocate combining the two departments
attest that the present functions of the DPR are largely
development-centered, and that a merger would mean
integration and better coordination of the capital
improvements program, the state general plan and related
studies with DED's present develcopmental programs such

as the visitor facilities development, industrial
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development programs, and saome of the projects related
to the federal and state redevelopment acts. In other
words, developmental activities would be intensified

and presumably the gains to be obtained thereby increased.
It is further asserted that the placement of the DPR

and the DED under the juriadiction of a single head
would make for a more properly balanced planning-
development-promotion process, That is, for example,
industrial development and promotion are considered

two areas of natural and loglcal follow-through for
physical planning, whereas developmental and prometional
programs not based on adegquate economic and physical
planning may do more harm than geod in the leng run.

Influencing the Publicity of Proposed Changes Affecting
the General Plan and Developmental Plans

It is pointed out by some that perhaps the benefits
to be gained in improved integration and coordination
of functions, as described a@bove, may be offset by
the increased likelihood that under ceonsolidation,
issues worthy of community discussion may not receive
publiec attention, That is to say, a decision to modify
the general plan or developmental plans may be made
after thorough review within the department {and
administration} but the proposed change may be one that
significant numbers of citizens could be exceedingly
interested in. The gquestlon raised is, will separate
departments make more likely the airing of proposed
changes affecting the general plan or developmental
plans—-and thereby affecting statewide goals--which
otherwise would not occur under a merger, or does
consolidation not affect at all the publicity of

proposed changes in the various plans?
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Planning and Promotion as Separate Functions

It can be strongly argued that the planning
function, especially as it relates to formulating long-
range plans for the optimum utilization of human and
natural resources, is gquite different from the promotion
function, especially as it relates to seeking out
potential investors and entrepreneurs and nurturing
their interest in launching or expanding their operations
in a particular locality. This does not mean that the
planner and the promoter cannot work closely together;
rather it means that seldom is a good planner equally
adept at promoting an investment venture, and a promoter
at formulating long-range economlc plans., The training
and experience of the two professicnal groups are
different.

If the DPR and the DED are placed in a single
agency, it will probably be desirable teo assign respon-
sibility for the long-range planning function and
the promotion function to separate organizational units
and then provide,where appropriate, adegquate arrangements

for joint effort and coordination.

The Overshadowing of One of the Functions

It is argued that one of the two primary functions--
planning or economic development--will dominate the
department to the harm of the other. This is possible.
The department head, because of his personal interest
and training, may tend to emphasize one aspect and ighore
the other. O0r, the planning function will take precedence
over others because of deadlines which must be met in
the preparation of the general plan, the various special
plans and the capital improvements program. Or,
conversely, the industrial, commercial, tourism, and
promotion activities may dominate because they offer

greater possibilities for immediate and dramatic results
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than state planning activities which are, for the most
part, inherently long-range and unspectacular,

Such possibilities of overshadowing exist, and if
the functions are merged, care needs to be exercised
in maintaining a balanced emphasis. Of course, such
dangers of potential overemphasis exist in all organiza-
tions including such state departments as transportation,
health and welfare.

Economic Development as a Clientele Agency

The DED, it has been maintained, now serves as
business' only voice in the executive branch of the
state government., Labor has a department with which it
may discuss ite problems; agricultural interests may
similarly relate themselves to the department of
agriculture. It is important that business continues
to be represented in a comparable way at the departmental
level,

It is difficult to assess the significance of such
a proposition. If it is true that business is entitled
to, desires, and needs a department with which it can
identify itself, and if it is important to meet these
requirements, then consclidation would be inadvisable.
If, however, this relationship is neither as intimate
or as essential as it has been claimed, then possibly
satisfactory relationships may still be established or
continued under consolidation.

Research and Information Activities

Under a merger, it is argued, the library facilities
and the research activities would improve considerably
in both quantity and guality. The research and informa-
tion organizational units would have available a
continuum of information ranging frem data on phyeical
and human resources to a variety of specific data such
as technological facts and production and marketing
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methods. The accessibility of a wide range of data
would avoid duplication of work and make it possible
for the consolidated department to become an important
and reliable source of reference for public and private
sectors of the state economy. Such a research division
might also be in a better position to promote the
utilization of standardized research procedures and
terminology within the state government.

It may also be maintained that the availability
of reliable and adequate basic data in the department
would increase the gquality of the economic development
programs, for scound economic base studies are a prime
requisite in the formulation of such programs.

It is possible, too, that the availability of more
adequate reference facilities may make unnecessary or
discourage the contracting of services with private
research agencies to conduct special studies,1 or at
least reduce the number of studies contracted out.
{(This assumes that an expanded research unit will be
accompanied by increased staff.)

Further, information services such as those presently
provided by DED should be greatly improved if based
on more adequate resources, thus benefiting both
public and private organizations and individuals.

The research needs of an industrial prospect may
be quite different than those of a planner involved in
preparing basic studies or a department head contempla-
ting the desirability of a specific use for certain
natural resocurces, but such differences should not
present difficult problems for the trained researcher.
Rather his understanding of broad questions should

lMany of the published studies appearing in Table
1 on page 57 are studies done by private agencies.
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improve his applied research, and similarly his acquain-
tance with practical, immediate questions should aasist
him in making his basic research studies more useful.
The fact that a more adequate and comprehensive
research and information program may be envisioned in
a consolidated agency is not in itself a conclusive
argument in favor of combining the planning and
economic development functions, but atill it appears
that one of the significant advantages of consolidation
would be the potential enhancement of these activities.
Put another way, it is difficult to see how consolida-
tion would adversely affect either department's
operations, assuming personnel performing the research
and information activities recognized the unique
requirements of both planners and promoters,

Departmental Status

Some claim that under a merger the prestige which
the two department heads previously enjoyed will be
diminished, thereby significantly affecting departmental
accomplishments. That is, with divisional status the
person in charge of planning will be less able to
coordinate and direct the state's overall development
plans and the promoter will have less easy access to
top business executives. Thus, their effectiveness
in selling their product--whether it be the capital
improvements program, the general plan, or an industrial
site or commercial product--would be seriously hampered.
It is difficult to assess how valid this claim is.

On the other hand, others believe the increased
size of the department resulting from a merger might
substantially raise the stature of the department in
relation to other cabinet-level departments, particularly
in respect to its being "heard" by the legislature,
chief executive, governmental agencies and private
organizations.
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Predicting the Conseguences cof a Merger

It is difficult to predict specific conseguences
of a merger of the present DPR and the DED. It is
also not easy to determine which of the above arguments
for and against a merger are real and which are fancied.
There is always the danger of overemphasizing formal
organization because the real life of the department--
singly or combined--may be found to an even greater
extent in the traditions established and the informal
relationships existing between the officials performing
the planning functions and economic¢ development
functions. Much of the success of the planning and
development endeavors will be contingent upon executive
and legislative interest and support, working relation-
ships within the administration and with county and
federal officials, and the rapport established with
private organizations and individuals interested in
statewide planning and the development and promotion

of business, agriculture, and tourism.

Related Matters Deserving of Attention

Regardless of the decision made concerning the
organization of the planning and development functions,
there are certain other related matters which merit
some consideration.

State-County Relations. A serious guestion exists

as to the respective functions of the state and the
counties in matters of physical planning and economic
development and the relationship between officials at
the two levels. There should be abundant communication
and understanding between the local cfficials and the
state professionals in charge of and responsible for
the formulating of state and county plans and state and
county economic development programs., Such has not

been the case.




A clarification of the respective functions of
the two levels will be of material assistance. Public
Administration Service has suggested that the state
and counties not continue to perform economic
development functions in the present arrangement
but has proposed no changes in the delineation of
powers between state and counties in planning
functions.2

Capital Improvements FProgram. At present the i

preparation and evaluation of the annual and long-

range capital improvements programs are not performed

in accordance with existing law. Whether or not the

actual current practice is satisfactory, it is clear

that either the law or the practice or both should

be modified. The responsibilities of the DPR or
consolidated department and of budget and review
should be clearly defined, particularly in its
relationship to other departments, the chief executive,
the legislature, and the counties.

Disaster Loan Program. The legislation establish-

ing this program imposes a limited time period in :
which applications for loans may be made. After the
closing date, the program for the particular disaster
invelves only the administering of outstanding loans.

Because thie is primarily a financial management type
activity, it might be well to assign it to the depart-

ment of budget and review's finance division which

administers specified loan programs, such as the

2Public Administration Service, State and Local
Government Relationships in the State of Hawaii,
(Chicago: Novenmber 1962), pp. 67, 88.
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veterans loan program. Such a transfer was recommended
by Booz, Allen and Hamilton in their state government

organization study.3'

Mrs. Karen Asano prepared the manuscript for printing.

3Booz, Allen and Hamilton, Report on Survey of
Organization Structure, State of Hawaii (San Francisco:
1961) , p. 33.
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APPENDIX 1

CHRONOLOGY OF LEGISLATION CONCERNING STATE
PLANNING AND ECONOMIC DEVELOPMENT AGENCIES, SELECTED STATES
1930's TO PRESENT

Note: The selection of the particular follewing sgtates is made with the view only
of illustrating the variety of organizational arrangements attempted or,
as in the case of Montana, inaction since the first legislation. The table
is not a sampling of the fifty states.

State State Legislation Relating to Planning and Econcmic Development

Arkansas 1935: Created State Planning Board.

1945: Consolidated board with six other agencies (Industrial Commissien,
{ Publicity Advisory Commission, State Conservation Commissien,

‘ Parks Commission, Forest Commission, State Geologist) to form the
Resources and Development Commission,@

LL

1955: BAbolished Commission; created Geological and Conservation
Commiagion, to which duties of industrial development subsequently
added.

California 1935: Created State Planning Board. Board initially a division of
the Department of Finance.

1943: Board succeeded by the State Reconstruction and Reemployment
Commission.

1947: Commission abolished following charges of "duplication."
Subsequently, created an Office of the Director of Planning and
Regearch but abolished game in 1953.€C
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Florida

Appendix 1 (continued)

Established a Local Planning 0ffice and a Local Planning Advisory
Committee within the Department of Finance.

Local Planning Office replaced hy State Office of Planning [acting
as principal staff agency to Governor and the Director of Financel;
concerned with coordinating public works programs, local planning
assistance, conduct of research.

[The Governor's Committee on Organization of State Government in
Decenbser 1959 submitted a report recommending among others the
establishment of an Executive Department in which planning,
budgeting, and management functions were to bhe placed. The
gpecific units recommended for placement were designated "Budget
Unit," “Management and Organization Unit," "Program Unit, "
“Physical Planning Unit," "Economic Development Unit," "Consumer
Counsel,"” and "Atomic Coordinator." The report recommended further
that the last three units "should remain in the Executive Depart-
ment only so long as they are essentially developmental and
coordinative in nature."]®

Created State Planning Board,

Separately created the State Improvement Commission and Economic
Advancement Council.

State Improvement Commission absorbed functions of Planning
Board [concerned primarily with public works planning]; State
Advertising Commission replaced Economic Advancement Council.f
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Kentucky

Appendix 1 (continued)

Abolished bhoth State Improvement Commisgsion and State Advertising
Commission; transferred functions of hoth to newly created Florida
Development Commission. [Latter's range of authority and
respongibility is very wide; includes general planning, industrial
development, tourist promotion, basic and applied research, local
planning assistance, capital improvements programming, bhond
financing, hospital construction, aviation promotion, dispersion
of federal surplus property.]9

Created State Planning Board.

Abolished hoard; transferred functions to the governor's Committee
on State Planning, latter essentlally ilnactive. Created separate
Divisgsion of Publicity in the State Conservation Department.

Created separate Post-War Advisory Planning Commiasﬁon. [Actually
all agencies above-named were relatively inactive.]

Egtablished Agricultural and Industrial Development Board. [A
private organization known as the Committee for Kentucky was more
active in planning and development functions.]

Created Department of Economic Development, a Board of Agricultural
Development, and a Board of Industrial Development.

Abolished latter two boards; changed name of department to Depart-
ment of Commerce; created two divisions within the department--
divieion of agricultural development and division of Industrial
development.l [Separate Department of Public Information created
1n 1956 (later called Department of Public Relations); separate
agency called Industrial Development Finance Authority created

in 1958.3]
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Montana

Tennessee

Virginia

1959:

Appendix 1 {continuad)

Created State Planning Board. Board inactive from 1941 to 1955
when duties redefined to include research, planning, promotion,
and industrial development.k No subseguent legislation.

Created State Planning Commission.l
Created a division of industrial development within Commission.l

Removed dlvision of industrial development from Commission and
gave it independent agency status, its new name being the Tennessee
Industrial and Agricultural Development Commisslon. [Promotion
activities included in its functions.]

For administrative purposes, State Planning Commisgion placed in
newly established department of finance and administration but
remains official planning agency. [Concerned with research,
capltal budget, local planning assistance.]™

Created divisions of industrial development, industrial promotion,
industrial research, and nuclear energy development in newly
established department of conservation and commerce. [Six other
divisions created to fulfill conservation functions.] Induetrial
and Agricultural Commission continued as advisor to head of
department.m

Created State Planning Board.

Placed as part of the Divlsicn of Planning and Econcmic Development
of the Department of Conservation and Development.

Changed name of division to Division of Industrial Development.h
Primarily concerned with industrial development and lcocal planning
asslstance.®




Appendix 1 (continued)

Balbert Lepawsky, State Planning and Economic Development in_the South, {Kingsport,
Tennessee: National Planning Association, Committee of the South, 1949}, p. 24,

bnrkansas, Acts of Arkansas 1955, Act 408,

cCalifornia, A State Office of Planning for California. Report of the Subcommittee

on County and Community Planning. Assembly Interim Committee Reports 1953-1955 XTTTI:1
(April 1955}, pp. 21-22.

- dCalifornia, 1961 Pocket Supplement to Deering's Government Code Annotated,
©- fmc, 65012,1.

: ®The Governor's Committee on Organization of State Government, The Agency Plan for
;California, {California: 1959), p. 14.

fLapawaky, op. cit., p. 23.

- 9Florida, stat. 1959, Secs. 288.01, 288.03, 288.11; Florida, Florida Development
CDmmilsion Annual Report 1961.

" Prepawsky, op. cit., p. 25.

iKﬂntucky, Revised Statutes {(Baldwin, 1962), sec. 152.0l0,

jRantucky, Revised Statutes (Baldwin, 1962}, c. 154.

' kVirginia, Summary of Activities and Legislation, State Planning and Development

encies. Division of Planning and Economic Development, {Richmond, virginia: October
988}, p. 16.

:fflPublic Administration Service, Organization for Industrial Development in the
tate of Tennessee (Chicago: 1959), pp. B-9.
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Appendix 1 (continued)

n-l‘.'l.'enneslsiee, Public Acts of Tennessee 1959, pp. 52, 53, 57, 58; The Tennessee

Planner, XXII:1l (September 1962}.

nVirginia, Code of Virginia 1950, Secs. 10-118 and 10-119 (1960 cumulative
supplement).

Caelred J. Gray, "Survey of State Planning Agencies, 1960," Journal of the

American Institute of Planners, XXViI:4 (November 1961), p. 326,
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