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Professors Gunther and Leathers have raised a pertinant issue tobe
considered by regional development analysts and public policy makers: the
existence of significant income inequality withindepressed areasand the im-
portance of income redistribution in regional development policy. Their
finding is that significant inequality does exist in the distribution of income
in Appalachia. However, they do not provide a satisfactory argument for the
consideration of redistribution in regional policy planning. Their concern is
with the distributional effects of only a single public agency, the Appalachian
Regional Commission.

The authors do not establishthe compatability of immediate income re-
distribution with the expressed goal of the act which established the Appala-
chian Regional Commission which states that the goal of ARC is to stimulate
""...the development of a diversified economic structure capable of a self-
sustaining pattern of growth. ., "l Many have argued that the relationship
between income distribution and economic growth is not at all clear. How-
ever, it seems possible that an agency charged with promoting self-sustain-
ing growth would most likely consider income redistribution as a long run
consequence of this growth rather than its immediate objective or as anim-
mediate consequence of the pursuit of its assigned goal. In any case,the
analysis provided in this paper is conjecture about the ''probable' effects of
ARC expenditures on income distribution within Appalachia; no attempt has
been made to assess the actual effects of the ARC expenditures.

The method used by the authors to assess the possible impactof the
distribution of ARC funds on the income distributionin Appalachia isto com-
pute a Gini index ofinequality for the Appalachian portionof eachstate. The
most significant weakness of this measure is that it is very insensitive to
changes in the distribution of income. However, this is not a problem in the
analysis of this paper since theincome distributionis only considered at one
point in time. Their approach is to compare the rank ordering of the Gini
coefficients with the distribution between states of per capita total and non-
highway expenditures by ARC. Their conclusion is thatno correlation exists
between the allocationof funds andthe Gini coefficients. Thus, they conclude
that the effect of ARC policies will be at best neutral with ¥espect to the in-
equality of income in the region.

Even if we felt it a proper goal of ARC tocorrect, or at least not wor-
sen, the maldistribution of income in Appalachia, I don't believe comparing
the income distribution in 1960 with the allocation of expenditures between
1965 and 1970 is adequate for sound judgment. First, no rationale for de-
lineating the region by states was given. The only one that seems apparent
is that of expediency--funds are channelled by ARC through state agencies.
Certainly one could not assume that the counties of each state constitute a
functional economic area. Possibly a more economically rationale grouping
would result in a different conclusion. Second, in judging ARC policies, the
distribution of social overhead investments, asserted by the authors to have
a more positive effect on economic growth than economic overhead invest-
ments, should more properly be compared not with the distribution of this
one measure (Gini index) but with a set of variables which indicate a sub-
area's peculiarities and its need for SOI to stimulate self-sustaining econ-
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omic growth.

I would mention one other point which I think is probably the most im-
portant from the standpoint of assessing the regional development policies of
our public development agencies and their effect on the distributionof income
within depressed areas. That is the need to consider the policies and ex-
penditures of all agencies concerned with regional development, not justthe
expenditure pattern of a single agency, particularly one chargednot with im-
mediate income redistribution but with providing the foundation for self-sus-
taining growth. It seems conceivable, and possibly desirable, to have one
public agency chargedwith thisobjective and another chargedwithimmediate
direct income redistribution through income transfers or the provision of
public goods and services (for example, OEO). The total effect of these agen-
cies on the income distribution of the region should then be assessed.

I think the authors have made an important contribution by calling at-
tention to the issue of income distributionwithin depressedareas. They have
indicated an intent to look at the change in the income distribution in Appala-
chia over time to assess the effect of ARC expenditures on the distribution
of income. I would encourage them to do so and to consider in their analy-
sis the expenditures ofall public developmentalagencies not just ARC., Only
then can we assess the performance of our regional development policies in
attaining a more satisfactory income distribution. Until then substantive
conclusions cannot be reached on this important issue.
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FOOTNOTES

1U.S. Public Law 89-4, Appalachian Regional Development Act of 1965,
89th Congress, March 9, 1965.





