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Banking on the Inner City %

TS EASY when discussing the problems of the

inher city to talk zbout the virtues of “self-help”

“enterprise” and “bootstrapping.” Everybody is
for the other guy “pulling himself up by his boot-
straps.” The problem is that the inner cities are
desperately short on the very thing that entre-
prenewrs need: capital. As many studies have
shown, banks are reluctant 1o lend into the inner
city-—and sometimes don't even want 1o set up
branches there. No matter how sound their ideas
or vast their energy, would-be businessmen and

-community activists won't get far without money.

President Clinton took a small step last week to
ease this probiem. He put forward a five-year,
3382 milion to create 3 Community
Development Banking and Fimancal Institutions
Fund. It would provide grants, training and tech-

nical help to private groups that create community

development banks. Exsting community develop-
ment groups coullf compete for the money, He
hopes that by spwrring matching private invest-
ment, the program will pump $2 billion into poor
neighborhoods,

There shoulda't be any pretending here: This 15
not a vast program; it only barely beging to address
the credit aeeds of the country's inner cifies, It is
also significantly less ambitious than Mr. Chnton's
campagn proposal to use $850 million of federsl
money to estabhsh 100 community development
barks around the country modeied after Chicago's
successi! South Shore bank. What the propesal

does represent is & modest step in the right
direction. As such advocates of cities as New
Jersey’s Sen, Bill Bradiey have been arguing, there
are many suecessiul models of community develop-
ment around the country. Committed citizens in
poer neighborhoods have put aside doctrmal clap-
trap, worked hard, defied the odds and gotten
businesses started, housing rehabilitated, transpor-
tation fproved and jobs created. They did this
with little belp from the feders! government. The
Jeast Washington can do now is give 2 hand to
enterpriging and cvic-minded people.

In abandoning the Mea of § coe-modelfits-all
approack to community banking, the administration
took the right road. While successhid “inner-city
provects may have comgmon alements, they often
depend oo unique combinations of gifted people on
the ground, the right local guvernments, the right
neighborhood mstitutions, the, particular business
climate of 2 given region. This mix is different from
place to place. The administration was also right in
jooldng spedcifically to community development in-
stitutions and in chooging not fo shower mopey on

_established banks, If traditional banks were doing

such 2 great job, comamunity development banks
wouldn't be necessary.

Of course much more peeds to be done, and
magy advocates of the inner ¢ty have expressed
disappowntment over the modesty of this pro-
gram. But Mr. Clinton has at jeast takes a first
cut at the problem.
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image, And most ciearly, 2 DIg dose of esu O
Potemae hag been imbibed by senior Marne Corps
piticers silting in front of word processors in the

. Pentagon.

S0 the Marine generals decide they will 1ake
snly unmarried recruits. This is wo rich. Even the
Romarn Catholic Church is tdunking that a singles.
only recruiting policy has not worked all that weil.

The beauty part was the plan 1o have Marine
Corps officers conduct "mMAarrage awarensss train-
g’ before the newly inducted recruit would be
allowed to take 2 spouse. This news has every stand-
up comic and gag writer ip America in a feeding
frenzy. But none could have euidone the gag hnes in
the dirertive itsell, desyribing what would happen in

_ these awareness Sessions.

“It is an opporiunity for the marnne (0 get
counse! on one of the single most important deci-

- siong of hissher life and benefs from the advice of
. seasoned marines who have experienced military

fatily fie"”
You have (0 love the idea of “sessonsd ma-

-rines” conducting psychobabble sesginns. ULance

e

The Community Heinvesiment Act was passed
i 1877 to direct more commercial bank Ioans into
pooT communities. it hasn't worked very well, Com-

 funity organizers, who lobbied for the bill, have
" beer frustrated by the legal rosdblocks thrown up

by the banks. The banks resent the hugely expen.

. Sive paperwork and being held hoslage 1o cormmumni-
©ty groups angling for concessions. Everyone agrees

that the ael Kas produced more paperwsryk than
ivans. Meanwhile distressed neighborhotds contin-

_ue 1o wilt,

Relief may now De in sight. The Clinton Admin-
wiraticn kas proposed & pew way to channe! eredit
inte tighted communities. I has alss promised (o

- re-gxamine the reinvesiment act, If it artfully com-
. bines the two ideas, Mr. Clinion coudd put together a

first-Tale reform.
The President wants 1o ¢reate & 3382 million

fund .16 lend money and experiise 1o communiy

institutions — such as community development
banks and ather nonprofit organizationy — dedicat-
ed 1o developing poor aeighborhoods. Afier these
orgenizations put up mawching funds, the proposal

- weould generale aboui $2 billion in new kans,

The plar has critics. Community organizers

say they need much more - say 315 billion. Com-

mercial banks object thai the plan makes themss
ineligible tor the Federal money. Yet Mr. Clinton is
on the right track. The pian starts out small, but if it
works §t can be expanded later. And he's wise (o
sidesigp commercial Bankers, whe have showh thal
they don't want 1o lend to credit-risky homedwners
and small businesses and probably wouldn't ¢do

. very good jobs if they were bribed W 1ry.
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troeper, lel me help you vath that Dear Joha/Joan
ietter, ['ve busted up ¢ hundred of. these madcap
schemes.”

The Commandant, Gen. Cerl E. Mundy Jr,
reporiediy backed the zero-malrimony campaigh,
bt he prudenily said the directive had been issusd
without Dis knowledge. it 8150 seemed 1o sasak up
pr e Secretary of Defense and the Commander in
Chief, who was really boping w get off on vacation
withou! another Stupid Pet Trick.

Diavigd Gergen, that plastic surgeon of yumowarg -
Presidential moments, said the President was busy |
bragging on an Army general when the Marines ran .
fmok. When Mr, Clinten got back o the Oval Office, -

why he had never, never, never, ¢ver been so
astonished. -

%0, no harm done. Defense Secretary Les Aspin, -

recovering from his own bowt of astonishment
reversed ihe marriage ban. We can only say, Flow
on, imoxicating Polomac. And thank Providence

that Washinglon got his inspivation slong the Dela-

ware

resh Money for Poor Communities

President Clinton prefers to give money o the

community  development organizations bechusa
their sole purpose is te spur develdppment in poor

neighborhoods by lending 10 the poor; they don't

need o be goaxed and bribed, Lending to promots _’ )

development in a blighted area is very different

from ordinary bank loans: it takes dedicated and -

experienced practitioners. Mr. Clinton would wm
the job over to the professionals who have learned
by domg.

But he sti has w find epough money to make
the program effective. Here's where he conid turn

Lo the Comrmpnity Reinvestument AcL Some Demp-.

crats and Republicans in Congress have proposed

Ietiing commaercisl banks buy themselves out of -

their recponsibilities under the att by pumping

mongy inl0 community development insttutions -,
instead of iending it directly to risky individuais and’-

businesses.

It’s & good Idea. The commercial basks would |

save themsgives huge legal expenses designed to
prove they are compiying with an act that they now
mostly sidestep. The tommunity ges the capital #t
desperately needs, administered by professionals
dedicalet 1o making the lecal economy thrive,

Community organizars will oppose allowing |
banks 16 ignore the 8¢t &ven though their 6-vear

effort to hoid the banks fo ity terms has produced
Hitle success. Byt rather than fiphting to hold their

iobs, which consist mainly of hassling commercial .

banks, they should grab the far more challenging

opportunity Mr. Clinton offers them: the chance 1o

direct & fresh infusion of Federal Tunds to peopie
gnd bngimsses in need.

-



Ciiﬁton I é to Unveil Twa-Péﬁ Prégréz‘ﬁz
To Boost Lending in Poor Communities

By KeNNETH M, BaCON
Belf Reporier of THE WAl SYNEET JOURRAL

WASHINGTON = The Clinton adminis-
tration is preparing (o unveil & prograrm o
boast investment in poor communities by
encouraging more foats from commercial
hanxs and Junding new development insti-
futions,

Robert Rubln, who heads Mr. Clinton's
Netignal Economic Councll, yesterday
bricfed & group of eongressional Demo-
ratd on plans o establish § Commu-
fRky Banking and Credi{ Pung. It would
funnef £382 miliion of federal money into
Lomimunity developiment financial instity

WS, including banks, credit unions, loan

‘x and other institutions that are e5tah-

4 1o meet the neads of poor pommuni-

‘hat aren't well served by tommercial

ars. The fund, which would be run by

we ilmember Moard dgominated by

mnkers and community scUVISIS, musi be
greated by Congress,

In addition. bank regulstars sa3d they
#iready have launched an effore to redrafl
Leninynity reinvestment rules o line with
President Clinton's promise to cut red
tape. while promoting mote lending. The
administration's wo-part program, which
15 likely {0 be announced Within & week or
50, is expected 10 win strong Demoeratic
supnort, The pian intorpdraies many ele
mens that Sen. Bil Bradiey of New
Jersey and Sep. Donald Riegle of Michigan
a5 well 25 members of the congressional
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Pt it s A A T ———erers

black cautus have already proposed,
though some members of the biack caurus
may fight for more money for e new
tund. i

The W77 Comysunity Reinvestment At
imposes on federally insured banks and
thrifls g conlinuing and affirmative obil
gation to heip el the credif needs™ of the
oommunilies Where they operale.

But bankers ang President Clinton
have compiained that the reinvestment
rules impase & papérwork burden without
spurming  enough  Jending. Regulators
agree. Susan Krause, a senior deputy
comptrofier of the currency. toid 2 House
banking subcommitiee yesterday ihat
bank examinations “have (0o often em
phasized process, documentation, and
goot intentions rather thas aciual jend:
ing™ 1o poor communities. )

The new program would focus on in
creases in aCiual Ioans o fnance housing
end business development in low and
moderate-income arexs. In their commu-
nity reinvestmeni reviews, banks a}sn
would get more explicit eredit for opening
or maintaining branches it inmer cities

and rural aress and for investing in com-
munity development fingncial institutions |
thatspecialize in heiping peaple who find it

difficull to get ¢redil from commercit]
banks ang thrifis, -

During the presidentisi campaign, Mr.
Clinton frequently cited the success ol

Please Turn o Pape AL, Colemn ]
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South Shore Bank, which helped revitatize
a Chicage neighborhond, and he promised
1o create & network of 100 such community
deveiopment banks. But the new program
150't likely to include that specific piedge,
because it focuses 09 3 breader range of
development institutions, inctoding ioan
funds and credit unions. as well as press-
ing commercial banks to teng more.

The goal of the proposed Community
Banking and Credit Pund, sccording 10 &
White House briefing sheet circylating
yesterday on Capitol Hili, is o create “a
hational perwork™ of development institu-
tions that would compete for assistance.

To win assistance, institutions must
Show that they can mateh public funds with
privately raised moniey and that they have
2 plan for eventually standing on their own
withou! governmen! support, The fund
would provide assisisnce in the form of
tapitsl grants, deposits and technical as-
sisignce,

Some Republicans compiainesd that the
fund would become anpther costly govern-
ment bureaucracy that encourages the
development of small, refatively ineffec-
tual financial  institutions, “Separate
banks for separate communities aren't
gUIng 1o go far enpugh to solve the pros-
lem,"” said Rep. Thomas Ridge of Pernsyl-
vaniz, the author of & 1991 law that gives
commercial banks a snonstary incentive 1
Bxpand services in poor neiphborhoads.
That law hasn't taken effect vot,

However, Rep. Maxine Walers (D..
Calif.} said: “The whole idea is not to
treale another buresperacy.” The fund
woukd be federally chartered, but privatety
run, aithough four cabine! secretaries
would $it on its board. It alse would peceive
limited appropristions over g four-year
period, sceording to the proposal. After the
briefing, Rep. Charles Schumer (., K.Y}
said: “It's clear that the Clinton adminis:
Gation thinks this i very imiportant, bt
they're not going & do a Iolispalooss of 8
PrOgram untl they see what works.™

Separately, the Department of Housing
and Urbae Developmentand (he Compirol-
ter of the Currency announced the creation
of a working group to help the agenvies
police morigage-lending discrimination.
Both agencies are in the process of setting
up 3 program 1o test bank-lending prece-
dures o determine whether all ApDHrans
are treated falrly,

~Greg Hitt contribuited o this orifels,
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President unveils program for community lending

)‘One Democratic senator
c;alls the plan a promising
way {o ‘rebuild distressed
urban neighborhoods and
rural areas’

Ai-;uu-cﬁt_-

“WASHINGTON — President Clinton
s¢nt Congress a lending program on
_Thursday he said would pump $2 biltion
(L] cndll-uund Inner-city and nlnl

---. — —. —

communilies. One Republican calied It
“just another government handout,” but
Democrals welcomed it as & crucial step
to save decaying neighborhoods.

“The potential for creating new jobs
In America through this initlative is ab-
solutely enormous.

And they can be created in places
where peopie have long given up on the
frea enterprise system,” Clinton said st
a ceremonty oh the White House lawn,

The Treasury Department has es!l-
mated the program, which would cost
tederal taxpayers $382 milllon through
1997, would spur millions in privats in-

vestment, funneling $2 billion to people
and businesses largely shunned by
banks,

Senate Banking Commitiee Chalrman
Donalid W. Riegle }r., D-Mich.. convened
a hearing ou the proposat less than two
:'mun afer Clinton itnished announcing
L.

He sald it ofiered "'s promising new
way"” to “rebulld distressed urban
neighborboods and rural arezs.™

Rep. Henry B. Gonialez, D-Texas,
chaimuan ol the House Banking Com-
mitice, celled it “a cruclal rung on the
ladder of economic success” made nec-

essary by
crimination of conveniional banks.

However, Rep. Tom Ridge, R-Pa_
called It “just another government
handout” and sald an exisiing-trt-un-
lunded program, which he devised,
would prove lar more elfectlve and
would make use ol the entire banking
sysiem.

The Ridge program would offer barks
a discount on their deposit Insuranke
premiums in exchange for Increased
lending in blighted comimuniiles. He
said it would creste ${0 in tending lor
every §1 of federal spending.

-

by the pervasive lend! d--‘
o > ot " nior Republican on the Senate Banking

Allanse D'Amato of New Yorl. the se-

Commitiee, called the ?ruldmts pro-
gram “rather meager” and mald It
should invotve private banks. “The only
thing Innovative about this proposal ls
that the president is actually golnq to
make good on & campaign promise,” he
sald.

of the White House grounds to an andi-

ence ol Cablnel secretaries, bankers, |

community acitvisis Including Jesse
Jackson and more than 40 members of
Congress, nearty all ol therp Democrals.

Thepruldentnpounalhadylm

8
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Urban-rural loan proposal dwindles

By Dave Skicimorg
ALSOCIATEDR FRESS

President Clinton will unveil 4 scaled-

" back loan program & credit-starved ine

ner cities and rural areas this week, ad-
misasiration ghd industiry officials said
yesterday.

The 3382 million w fosier housing,
small busines: and dewelopmient over
four years is not nearly as simbitious as
the plarn ke spoke of during the campaign.
11 is less than half the $850 million over
Hee vears that nides had proposed just
before the insuguration.

The White House has tentatively
scheduled 8 ceremony o propose the
progeam formally on Thursday, sccord:
ing o governmen: officials, bankers and
sonsurper sdvocales invited 1 attend,
Mr. Climian returns morrow from the
eeanomic summit in Japan and vacation
in Hawaii. .

Later in the dsy. Treasury Secretary
Lloyd Benisen, Housing Secretary
Henry {isneros and Compireller of the
Currency Eugene Ludwig are scheduled
i appear before the Senste Banking
Commines wanswer questions shout the
proposal,

L

Adralt message ko Congressprepared )

far Mr. Clintons gigpature urges ssrly

snactirent of &8 proposed Commaunity De-
velopmen: Banking and Finansial Instie
tutions Act of 1993 and asks lawmakers
st 10 et the bill ger delayed by conten-
tious financial service issues such a3 -
terstate banking.

“Bn too many Urban angd rural commu-
nities, there is a lachk of capital and credis.
... This initiative reaffirms my commit-
ment to heising communities belp them:
seives” the presidential message i Con-
gress said.

The draft and related documents were
obtained by the Agsocinted Press,

The bl would authorize $60 milhion
next vear and 4 wial of 82 million

“through 1997 for & new national fund 1o
be adminisiered by B nine-member
boserd. The fund would provide seed capi-
15i and rants io oregie new conumunily
development babks and ' support sxist-
g community organizations. whe lond
for a wide variely of purposes ranging
from codperative housing o mom and
pip DUSinesses.

The proposel is far smaller than orig:
inally envisioned by Mr. Clinton, During
last year’s presidentinl campaign, he
tabkrd of creating 108 new commurity
deveiopmen? hanks. Before he ok of.

fice, trangtion aides had preparad a
proposat for spending $830 million
ouer five years and & gimdilar plan
drefied by Senste Banking Comunit-
e aides woultd have provided $31.2
billicn.

Commercial banks, particularly
small-town banks, hag pushed for a
share of the money Kenneth A
Guenther, executive vice presiden:
of the Indspendent Bankers Associ-
ation of America, in an appeal deliv.
ered to Mr Ladwig last month, ar.
gued that hundrids of smali, locally
owned banks “are engaged in cam-
munity dewelopment on & daily ba-
$is” and shonid be provided with in-
centives to expand those aohivities

However, the fine print in the bill
viptually rules oul money going to
Bs3igt commugnity lending by con-
veniiional banks. And the pres.
identinl smessage <ited two Bighly
specialized institutions — South
Zhore Bank of Chicago and the Self.
Help Credit Union in Durham, N.C,
- B% models fur serving distressed
arehs.

Ins move aimed atBlunting indus.
try opposition, the administration
plans o unvell s series of regulatory
change: & Thursdays feromony
These ¢hangas woukd overhaul 2n-
forcement of the Communiry Rein-
vestinent Aot of 1977, which bankers
have compisingd is unwieldy

“rhese changes will replace
paperwork with performance-orien-
ted standerds snd will include
tougher en®Brcemeni measures for
noticomplisnce.” Mr Climon drafi

messape 16 Congress sad.

in & separate leiter, Mr Clinton
woutd direct bank and savings insti-
tution regulalors o devise new pro-
cedures by Jan. 1w “repiage
paperwork and uncertainty with
perfosrnance and objectivity”

Althiough the commnipitydending
proposal is sesailer than My Clinton
promised in the campaign, con-
surmer advocates sid the 5 would
represent & pood start, and they
were pleased the money is going
only to highly specialized commu-
nity development lenders. ;

Howwver, they were oongerned
#Mr. Clinton’s effort to reduce
paperwork inveived in complhving

VTR AR

The fund would
provide seed capital
and grants.

i
with existing tending laws could re-
sult in lax enforcement.

“We question the diagnasis thas
paserwork i3 the problem.” saud
Chrig Lewis of the Consumer Feder-
atinn of America “In our opnion,
the problem is a recaleitrany indus-
try and lacklusiey enforcement by
regulators”

Mr Ludwig will be suthorized o
broker negotiations gmong banking
and consumer groups on the issue.
Mr Gueniher, of the iadependen:
Bankers, predicied the talks could
produse 3 "win-win snuston”
which bankers get less papgrwork
and clearer rules, and consumieys
get incressed lending o podr neigh-
barhoods.
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Providence, R.I., July 20, 1893: Terrance Murrasy, Fleet
Finaneisl Group chairman and chis? executive officer, todsy
fornally endorsed President Clinton's recently announced Community
Devslopment Landing Initiaptive ae an integral measurs in providing
additional capital and credit to small dusinesses and congumers in
low~ and moderata-incone aroas.

Noting that the propesal ths President anncunced last Thursduy

needs further study, Murray belleves the three-part plan will
offer expanded opportunities for qualified borrowers sseking

credit. A corperatone of the Presidentfe plan {s the crsstion of
8 foderal mechaniem that will provide capital for community
devaloprant irstitutions, sncourage banks to Broaden thelr
coxrunity devsloprant lending, and reexampine the Comsunity
Ralnvestpent Act to nake it more performance-dased.

*While it may be useful for the fadaral govarnment to take a
nev and pors active role in making capitel available through
comaunity devalepment landing progranse,® Murray said, *it &s
equally isportant that the ¥hita House and Congrees dstarmine that
this particular inftiative is the mout afficisnt use of taxphysrs?
weney to schisve this oblective.¥ '

Xurray agreoed with the President, who noted in last week's
annéuncenent, that pesting the credit needs of business should
renain the ultimate responsibility of the banking industry &nd
other private sector lenders, "The governmentis rols ahould Le to
facilitate that process as nuch as possible,' Murray said, "and I
think the Pregident’'s plan ie cone way to achieve that objective.”

“-pore—

Flat Firgrciat Gaae e
L0 Kucxwly Bman, Drirvghnem, Phorie ‘et PPExs
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Marray also welconmed President Cléinton's call for reforzs ot
the Community Reinvestnent Act, vhose mandated procedursas, he
ge2id, ghould be rmade nore efficlent and less ovetly. "This ic a
timaly recompendation by the President since the banking industry
ig mtriving to strengihen lts lending commitments in poorer
communities. The raferms will be invalusble in enhancing the true
ebiectives of the Compunity Reinveetmsnt Act if they result in a
lesa cusbarsoxe reporting process., Flest locks forward to working
with regulaters in kringing about parforpance-bessd reforms called

tor by the Prasident.*

Murray concluded that prompt astien by the Congress on the
Prasident's proposed community lending legislation should help
stizulate econcnic developrent, Has £lsc said this offort would be
bolstared considsrably by the enactment of federal leglslation
permitting interstate branch banking this year, se wvell os
Approval by the regulatsrs of Initiatives to lessen ths credit
erunch that the President anncunced msversl weeks age. Murray
strasesd that Flast Pinancial Group strongly supports each of
theve neasures. ‘

Fiset Financial CGroup e a $43~billion diversified tinancia}
services conmpany listed on the Kev York Btock Exchangs {NYSE-FLT)
vith spproximataly %£,200 offices naticnwids. Its lines of
btusiness inglude commercial and consuzeyr banking, murtgage
banking, consumear Cinance, ssset-based lending, {nvestzent
Banagasent, and student loan procaseing.
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Community bank bill
remakes urban debate

By YEL WYSOCKI

“Now e ¢hilsron of Ha-
fem hawe ioe oream congs, rele
models sad smiles,”’ ¢one
¢iuded Joe Hollend 23 be de-
sented the imgact of opening
e first Ben & Jormy's frans
chise in an innernrity commne.
ity

Among those assembled on
the South Lawn of the White
House were members of the
American Bankers Assa, whe
squirmed dunng Hotland's se-
marks as he giso deseribed his
frustrations in obtaining a bank looa. .

But bunk bashing wasn't the real news on July 18,
when Presidemt Clinton unveiled his plan o develop 2
nationwide network of community dewciopmaont danks.
The president’s Wi wancforms ihe 20-yeur-cld publis
gebate over redlining inte # call for sommunities, rege-
lators and busks 16 collaborsis oa financing cowuDunity
development. The Community Development Baaking
and Financial Instituuions A3 of 1993 &5 sssomiatly, 3y
the president nowd. & %:m;wsej 1o make the fri¢ ehier-
pfise sysiemn work for all Americans.

The Bill will crooie & fund (8382 mudiion ower four
YOATS) 10 provide oquily investménts, grants, waining

and giher assistance for s rangs of community develop-
mens financial instimsions {CDFY). Expanding from his
easnpaipn propes 10 "wrene 100 South Shore Banks.”
the wresident 3 recognizing the expenise and critieal
Tole of copvnonity development ¢redit vnjons, commu.
nity {oan funds and non-prefit comemunity development
corporations in addreszing the credh needs of jow- and
modzraiz.income compnities,

Chicago not enly s the home of South Bhore Bank,
the tountry's premitr community development bank, &
150 hay several excallont community eredit unions and
the Chirage Comnunity Losn Fund. which celebraied
its first vear of community development lending an July
21, Dirgswors of CaNDQ's City-Wids Developmen
Corporation cureemily sre considering how Oour small
business and ecpnomic development financing could
besu bz augmeniad Wy this now legisiation.

Besides housing, toiail or indusirial projecis, this Wil
alse would zddress finsncing fasilities for day cam,
communky arts and job training. Assistance 0 smal)
businesses and mitrd eawrprises a8 well &8 capatity
nuilding fur prospective bormowers are ail eligible devel-
ppment SErVIRLL.

Insured doposaory instivtions wishing 1o apply for &
maxirsan of $3 million must meet & “primary mission™
wst of promoling conununity dovelapment. Octier types
of CDFls can apply for 2 maximum of $2 million, Since
rse fedoral funds aiso require 21 lesst 5 dollar-to-dellar
mutch, banks wili be encouraged w panicipaie by in-
vesung in eiigivie CDFls. The Treasury Ekpmm
eonservatively estimates berweon §1 billion and $1.6
billios in new eredil ovailability.

In conjunction with “empowerinent zone™t Jegisia-
ston. community development financial insdwtions will
mean more toans for Chicage noighborhoods most in
need. More loans will meap more businesses for Chica-
po's futyee, That ddds up 5o “iobs. jobs, jobs™ and 2 lot
of smiles for Chicago.

& —-9% FRI 8 :3g9 CaNDO
METRO CHICAGC'S BUSINESS AUTHORITY
Talking Development

Fed Wysecki &s execurive diregior of the Chicaps
Assn. of Neighborippd Development Qrganitations
(CANDO).
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Community Lending Proposal
Challenges Clinton Plan

Ixx & wove that Llksly sl
complicate proapects for
pussage of President Clin.
ton's pikn @ hoont Jending
in pooy communiiiss, s di
riisan  group of Houm
anking Committes mem-
bats has offsrad a competing
tomuch friendliar w
fraditionna) banks.

Rep. Floyd ¥, Fiake, D.
N.Y., and tht commitiee'’s
ranking  Hepublican, Jim
Lesch of Jows, are 3pear-
heading the offerl, and o to-
! of 10 Banking Comunit-

Tk st grwmens

Raps, Flake, Ridae and Losch on July 28 outiined thek

tes marmbers have wignad on,  SOMMUNity bank bilt at an cudkoor news confersncs.

Clinton's plas {HR 2566),
announced carlier this month, woyld
puthorize $382 million in sssistance to
community development banks and
othsr aliernative lznders. The Flake-
Leach bill (KR 2707) would authorize
half that amaunt for the Clinton pro.
posal and broaden ihe poo! of inalitu-
tiors eligible 1o receive snaistence to
intiude banks, theilts and credit unicm
that do not have community develop-
mant A their primary mission.

The other balf would be used to
fund the Bank Entarprise Act, which
allows banks and thrifts with good
lending performance in distressed are
sas o tecaive rebaies on their federal
dsposit  insurance premiums. The
teasuce wes Included in the 1981
bank overhaul bill, but appropristors
heve not provided enough momy o
begin impismenting it.

Flske, Leach and Tore Ridge, R.
Ps. — the co-nuthor of the Bank Ean.
tarprise Acl — argue Lhat deponit in»
surance rebatas given to teaditional
banks in sxchange lor loans to poor
neighborhoods would bring much
mors capital into such distressed arass
than would the Clinton plam.

“*T'his is the best nvestmaent, in my
opinion, that the govermmant could
positly ever make in urban commu-
nitles If #t's scrious sbout rebuilding
them,” Firke waid.

At » July 2B sews conference, the
tric prosented the bill ax o bipartisan
siternative that would draw Republ.
cans, who ate crltics! of Clinton's plan,

By Andrew Taylor

into the process.
“What soms peopls tend to lorget
is that in order for legbslation o pass

around here, you need hoth sidex of

the gisle,” Flako anid,

T fael relatively sonfident thas the
majority of ’fi;pzzbﬁcm would profer
Congrosaman Fiake's loadorship & the
initis! spproach of the adminisre
tion,” Loach aid. ¥ think there will
be large-acale Republican sympathy.”

Changes to CRA

The Flaks-lesch altarnative sleo
would go beyond the Clinton plan by
making Jegisistive changss &5 the
Community Rainvestment Act (CRA),
¢ 1977 [nw that requires banks te land
in their communities.

The CRA isw has hoes faulted
both by banks, which claim 13 requires
1o much papsrwork unxelated to ae-
tual Jending performance, end by
community groups, which say federal
regulsters are not tough enough on
banks with poor lunding records in
dintressed neighborboods,

The bill would regulre regulators
1o davise ‘“performence based™ CRA
standards that would more accursiely
msflect the smount of lending being
done fn distresssd communities.

The adminietration i3 working to
devise new performance-based CTRA
regulations  through administative
chonnels that would not involve any
chiangs in the lew.

The Flake-Lasch bill alvo Inchudes
highly controversial langusge ihat
would give banks that raceies the

AUG D2733

3:43% No . 004 F,02

highest posaible retings of compiiance
with ZRA & so-called safe-harbor ax.
emption from CRA snforcement sanc
tions initisled by community groups.
And it would allow banks arl thrifa
Lo invest in community development .
{inancial inatlLULIoDE sa 8 way of mest.
ing their CRA obiigations.

Mo Aubbar Stamp

The Clinton pien, which was un-
vailed July 156, would create & now fod.
era) fund that would provide aid to
commurity deveiopment banks, rredit
unfone and loan funds, {t is & scaled-
back version of Clintons carspaign
piedge to creste 100 now communily
development banks patterned efter
Chicago’s South Bhore Bank. (Woekiy
Beport, p. 1856} _

The legislative dynamics of the com-
munity development bank bill are not
yei clear, but one thing sgg:au cartain:
There will be no quick rubber-stamping
of the Clinton plan by the House,

Treasury Department officiale 2w
portadly wera angry with Plake after he
introducad hie bill July 22. He met with
Depugty Troasury Secretary Frank Naw.
mar 3 fow dayr Jiter and aald that any
tensions had heen smoothed over. Fiske
prodicted thad & sompromise would be
reachod that would nllow semse funding
for the Bank Enterprise Act.

*Our position is thai we want &%
work with him. We take [the Fiake-
Leach bill] in the spieit in which it's
been presanted.” suid s Treasury De-
pariment spokestan, “He's brought
some relevant pointa to the table”

*T think the Floke-Leseh bill wil
slow the lsgialative process down and
ppan the door for further negotistiom
and Furthar falk, and thst's the nor-
mal legisiative procem.” asid Kenneth
Gusnther, executive vigs president of
the Indopendast Bankers Amsocistion
of America.

Although Clintos has mads a com-
munity development bank bkill a pricr.
Iy, the messure may not be a strong
Inﬁb vahicls to carry the kind of oddi-
tional baggage that membars are lining
up {o try 10 load onte i, For one thing,
ecmmunity groups that have smbraved
the Clinton pian hevs threstansd 1o pull
their support i the bill i amended to
includs language that they cannel se-
oept, such a8 the safe-harbor provisions.

The Clinton faltjstive had beasn
perceived ax (acing & tougher future in
the Sensle, where membam — par.
ticaiarly sop Banking Commitiss Re-
gublicm Alfonss M, IPAmsie of New

prk — ars planning te try to add
fsvored provisions. »

€Q  JULY 31, 1993 = 2099
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Mortgage Lending to Minorities Rose
' At Many of Biggest U.S. Banks in 1992

By STEVER Larik
S100F Rrgorvier of Toe Wi SOrnr Joummak

Many of (e nation’s biggest banks
inproved [hair morigage Jerging 10 mnor-
ifiee tast vear. dut e puD between manar
uy and whits apdliants remalns signifi
tani.

Aarkamerica Corp. ahil Norwest (om.
were among those significantly moreasing
joans 1o mnertes, Wil New York Oy
barks alse made Besgway, 4 survey of
sotne of the larpsst denders an e 4.8,
shows. But mortgages for miporities 8
CHicoTD. ihe NELS'S Largest bank ang one
of the Mppest mongage jender feli
sharply as part ¢ & restnelunng of is
lending criteria, None af {he banks sur
veyed wiped ow the gispanty hetwess
whte and MmEAY Sppiicanis.

Banks have Comd under Pressure
pxleng crachl tG mInOrles afier distle-
sures 1n 1661 thai Diacks &nd Hispesics dre

Custorsers Draw Attantion
Facet with groving eompelition, anks
#re devoling more atiemiiec W & B
gircted group of propit — e cur
wmens, Amicke oo page BE

much rmore kel 1 be Teiecied Ior mort
gepes than wiute pppheanls, #veh &
comparable itcome jevein. Since 1990
tanks save been required by federal regy
lilors o discloee the tevel of murigiges
denisd 1w minomries. Most Deiks have
imtigted measures 1o mod:fy their ynder
writing standards and mssumptions, whith
appesrs to be helping Mibre minoriies
obiam credi.

“Yus some banks Are doing Detter,
becaase they pe working with LommunIey
groups o heip gt morigage money out,”
sastt Bruee Darpalen. directar of ivan coun-
seling &t the Assorianoen of Lomtaunily
Orgamzations far Rafirm Bow, i gdvo-
eate grous for % and moderais income
pegpie.

Banks zre bepinning o wwdersiend MK
minority Applicants moght have “untredl
tronal eredit siories ~ Such K5 frequent
job chianges = bul dre hevertheisgs coTelit
worihy borrowers, Mr, Dorpaisn said. He
added tha? banks fmditionafly donl un
Quarstand how 30 masket v Bw wome
seiptidarhoods.”

At same [nsuiutions such a5 Norwest,
the rejection rate fos¢ for blacks and

#

Hispanics, but B overel awmher of aks
neariy goubied. CORSERANLS S8y A push ay
banks Lo increase Home morgage endink
tould temparerily result h BB icTeks? i
the Senial rate if banks sre COUUDRE NEW
Business
oRasection Tates sould be high for sev.
erz! ypars bectuse they don't know w1
marke:,”’ sai John Land, executive direc
gor at Canseoor, & nOnprofil group sl
analytes home morigage 4tz for socially
ootscion invesors.

Here are the resiits for some of e
nation's kasges! banis. )

BankAmerica's main Californis bank
reporeed thsl last year's TepCnGE rRie,
excluting refinancings of wxisting oens,
was ishanped a1 41% for biagks, aithough
the number of loaht jaade mbre WD
doubied; the Hispanic rejection rats de
clinad 1o 41, 7% from AT, while the whils
reiection rete f&lf (o 5% from e

NstionsBaek Corp., based ih Chariotiz,
NC. feany that i denia) raie for biagks
eigee down © 2.6% from X.8%, while the
Hispanic rejection rate fell to 21.7% from
mEs i 1991 The wnite dediai tate
dropped five perpentage poinis e 13.5%

YeRL

this progress, we froognize thete I much
mare 1o be done . sald Catherine Deysant.
principal commrunity investmest axecutive
4 NationsBank,

Chase Mazdipttan Corp.'s results foz s
entities that operats in kew Yok showed
that expduding tefinznzing of exixung
morigapes, 2% of black epplithnls were
resected, down Fom 2% in 18I The
whiite T2jection rate 1ose 10 30 from M dn
1%t The Hispanic repectiot rate fell 10 3i%
from 26% In 1995

sark Willis, president of the Chase
Cammunity Devslopment Corp., aitib-
iiad the imDroved scceplance reies for
minorities W 8 sevies of initiatyens, indhut-
fng & review process for minonily j
exnts. increassd advertising, £nd ap pub
side Srm the! tests for discriminktion.

Cheimical Banking Corp. bas axen kit
Har zueasures, which hay heiped teise U
percanfage of minorities chigining Mot
gages. Sxcioding refinancings. bikck ap-
Plicants were
down fom 51.9% in 1951, The denial e
for epnnic Apphcants T6 o €3.9%, from
32.0%, while whitss were reiscted 81 2
= 29 male own from 38.5% ip 181

First Urion Corp., based in Charioitz.
N.C.. 533d it denlal rate for bisek appll.
eants rose 1 13 8% law! year Drom 3).2% i
1991, The rejoction rate for Hispanics fell
io 70.5% of applitasts, froms 27.7%. Whites,
meanwile, were denied Wmorigages st
1.8 rate, upshiphtiv froee 12.6% 40 1061 &
spokesman sai4 the rejection Tate ruse Jur
biscks Decause of & Y% increase i appli-

vhdons,
Wells Farge k Co. fipares, whizh A !
dominatad by refinancings of pxisting
Placise Tuvn to Fope 416, Oolonx 6

——l

okr Prer

Many Banks Increased
Mortgage Lending
To Minorities in 1992

Comtinged From Page A

: . show ths! the bank declined
5%, pf ail BAck porigagt ARplicAnts, tom-
pareg 1o M 6 1991 Fify-six pervent of
Hizpanic applicanis were defed mort-
gapes. comsarsd with FU% 1 1991, Yo
white rejaciion mete (el tn 38% jast year,
from 5%% in 199, . .

_Notwes!'s morigage banking arm siud
reinction rares ¢fged up for virtually sl
groaps due 0 whE! the bank SRid was &
e 55ive I seek clients,
Inchsting refinancing loans, the oniy hy-
wres avRHEDIE Norwesl Mortgige repetisd
15.75% of black spplicants ang 12.35% of
Higpames in 1922 wp Dom 105 and
10,805, respectiveiy, Whits  applicants
ware rejecied 41 £ 5,325 rate, up from 1.3%
tn 1981, But the COmMpany suys the vidume
of {1z minteily lsndmyg rese 1o $1.857 Billion
from 363 millien ¥ 181

Fiset Fingnclad Groap said black appit-
exnts wars tejected Kl & 20.92% rate, fown
fromi 26.04%; Rispanic apphcanls were
reiscted &1 B I539% Pale, towm trom
JATEE. And whites were reiected AL &
$1.5% rate. dows from 10.66%. Thos
figures intiude refiseseing of existng

But st Citicoty's Teain banking unis,
more minority applicents were sejected
f5s! yerr than the year befote because of
wiiat 4 SpORSSWOIEAT SRid were SInCHer
rriteria atvoss the board, Excinding el
nantings, 1t rejected 36% of black appli-
cRAE, P from 462 in 199]. HISpanios were
rejecied at & 53% rate, up from 43% in 1991
The rejection rate (or wfute Kpplicams,
however. wis unchanged st 30%. The
volumea of margsges (o7 biscks and His
panics fell ghoul BS%: for wasles, the
wolicme fell 50%.

“? WS ah unintaniional sids sifect” of
the bank's affort 1o cletn vp Hs mortgage
umtt, & spokeswoman for Citoorp sadd.
Last yesr a5 part of that sffore, the binking
giant suspended s program of heolding

on iy bocks thag it dould not
resell into the secondary market, Becauss
ft woeid only iend money 15 individusly
wiik “erystal ciear ereditworthiness.” Cf
#oorp ended 12 maindalning unly the
fection. rRes for white applians, he
sporsswoman said, Whits appiicants tend
16 Bikve highey tnoomes Ang mare deialied
credlt histories, she said.
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HEADLINE: <Compunity Development Plan Excludes Banks, S&Ls
BYLINE: By ROBERT M. GARSBON

DATELINE: WASHINGTONR

BODY:

President Clinton has scheduled a Rose Garden ceremony Thursday to unveil a
community development bank plan that apparently would not provide incentives
for existing financial institutions to participate.

The most recent draft of the President’s legislative proposal would provide
$382 million over four year, but only for institutions primarily engaged in
community-development lending - a category that would exclude most banks and
thrifts.,

‘resident clinton is also expected to direct the bank and thrift regulatory
cies on Thursday to come up with a new approach to the Community
wvestment Act stressing “performance over paperwork.® Criticism from Bankers

A number of bank groups invited to the ceremwony criticized the White House
plan for excluding their members from the financial incentives,

"We’re very concerned that they will not work through existing commercial
banks,® said Kenneth A. Guenther, executive vice president of the Independent
Bankers Association of America.

Mr. Guenther sald his group won’t oppose the plan, though.

*Right now, the name of the game is to try to change the adminisiration’s
position,® he said. After Thursday, he added, the effort will shift to Capitol-
Hill where lawmakers may be more sympathetic, Invitations to Industry

The White House has invited a number of industry groups to attend Thursday’s
announcenent, including the American Bankers Association, the IBAA, and the
Savings and Community Bankers of America. Although the White House had
previously scheduled other tentative dates for the announcement, industry
sources said they expect thias one to hold firm.

Edward L. Yingling, director of government relations for the ABA, alsgo
expressaed dismay that nost commercial banks would be ineligible for frinancial
? ntives. But he applauded the administration for agreeing to work through
.’cinq financial institutions, rather than try to build a new network of

elopment banks,
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'n his campaign, President <Clinton had talked about creating a network of
compunity developmant banks along the lines of Chicago’s South Shorg Bank.
Y, 're very pleased that their approach iz built on the existing system,™ said

;. Yingling, $ome congresgional aldes said the development bill could move
.Y guickly through the House. One senior aide who works on banking issues said
the Bill would likely be taken up by the full House Banking Committee, rather
than any of the three subcommittees that have shared Jurisdiction.

The Senate is a different story. Sen. Alfonse M. D’Amato, R~N.¥., has
agvocated an approach that would give commercial banks CRA credit for investing
in a development banks. Because of Senate rules, the Democratic majority may be

forced to give some consideration to Sen. D'Amato.

However, interest greups invelved in community development are staunchly
opposed to the idea of giving commercial banks any kind of financial incentives
te participate, "The money showld go where resources are scarce, and bankXsg have
aceess to other resources,™ said Deepak Bhargava, banking lobbyist for the

Assoniation of Community Organizations for Reform Now.

GRAPHIC: <Clinton, photo
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Clinton Shrinks Lean Plan For Inner Cities, Rural Areas

’&SHR&GT{BN {AP} President Clinton will unveil his loan program
credit-starved inner cities and rural areas this week, but the
f ¢+ * million to foster housing, small business and development is
-~ than he promised during the campaign, administration and
inaustry officials said Monday.

Clinton aides have tentatively scheduled a White House ceremony
to propose the program formally on Thursday, the day after Clinton
returns from the economic summit in Japan and vacation in Hawail,
according to government officials, bankers and consumer advocates
invited to attend.

Later in the day, Treasury Secretary Lloyd Bentsen, Housing
Secretary Henry Cisneros and Comptroller of the Currency Eugene
Lugdwig are scheduled to appear before the Senate Banking Committee
0 answer guestions about the proposal.

A-draft message to Congress prepared for Clinton's signature
urges early enactment of a proposed Community Development Banking
and Financial Institutions Act of 1933 and asks lawmakers not to
let the pill get delayed by contentiocus financial service issues
such as interstate banking.

*'In too many urban and rural communities, there is 8 lack of
capital and credit. .... This initiative reaffirms my commitment to
helping communities help themselves,'' the presidential message to
Congress said,

The draft and related documents were obtained by The Associated

.rhe bill would authorize $60 million next year and a total of
million through 1987 for a new national fund to be

nistered by a nine-mamber board, The fund would provide seed
Cupital and grants to oreate new community development banks and to
Bupport existing community organizations, who lend for a wide
variety of purposes ranging from cooperative housing to mom-ang-pop
businesses.

The proposal is fer smaller than originally envisioned by
Clinton., During last year's presidentisal campaign, he talked of
creating 100 new community gevelopment banks. Befpre he took
office, transition sides had prepared s proposal for spending $850
million over five yvears and & similar pisn drafted by Senate
Banking Committee aides would have provided $1.2 billiion,

Commercial banks, particulariy small-town banks, had pushed for
a share of the money. Kenneth A, Guenther, executive vice president
of the Independent Bankers Association of Asmerica, in an appeal
delivered ¢0 Ludwig last month, argued that hundreds of small,
locally owned banks " “are engaged in community development on a
daily basis’' and should be provided with incentives €0 expand
those activities,

However, the fine print in the bill virtuslly rules out money
going to assist community lending by conventional banks,., And the
pregidential message cited two highly specialized institutions
South Shore Bank of Chicago and the Self-Help Credit Union in
Purham, N.L. as wodels at serving distressed areas.

n a move ained at blunting industry opposition, the
istration plans to unvell 2 series of regulatory changes at
T rgday’s ceremony. These changes would overhaul enforcement of

Community Rainvestment Act of 1477, which bankerg have
. plained is unwieldy.

"TThase changes will replace paperwork with performance-oriented
standards and will include tougher enforcement measures for




y;‘

o
non-compliance, ' Clinton’s draft message to Congress said.

In 8 separate letter, Clinton would direct bank and savings
institution regulators to devise new procedures by Jan., 1 to
Treplace paperwork and uncertainty with performance and

' ctivity.'!

'\lthough the community lending proposal is smaller than Clinton
iged in the campaign, consumer advocates said the bill would

¥ ¢ esent a good start, and they were pleased that the money is

v e 3 only to highly spegialized community development lenders.

However, they were concerned that Clinton’s effort to reduce the
paperwork burden of complying with the existing lending laws could
result in lax enforcement,

""We question the diagnesis that paperwork is the problem, V'
said Chris Lewis of the Consumgr Federastion of America. ~"In our
ecpinion, the problem is a recslcitrant industyry and lackluster
enforcement by regulators.’'’

Ludwig will be suthorized to broker negotiations among banking
ané consumer groups on the issue, Guenther, of the Independent
Bankers, predicted the talks could produce a " “winwwin situation'’
in which bankers get less paperwork and clearer rules and consumers
ger increased lending to poor neighberhoods.

APNP-C7-12-93 1711EDT
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CPA HAILS CLINTON INITIATIVE ON COMMUNITY DEVELOPMENT BANKS
CONSUMER GROUF URGES RAPID CONGRESSICHNAL ACTIOR

tpresident Clinton’s initiative on compunity development banks
is the brightest beacon of hope in vears for low— and noderate-
income and mninority communities long neglected by our nation’s
commercial banking industry," said Chris Lewis, CFA’s Director of
Banking Policy, upon the release of the President’s CDFI
legislation today.

"Too many communities for far too long have been denied credit
opportunities -~ at great fiscal and social cost to the Ration. The
President‘s CDFI initiative is an innovative and aggressive progran
to spur capital provision into distressed communities,” continued
Mr. iLewis. "The prograp deserves the highest praise.®

The Consumer Federation of America urges the Congress to place
the legislation on a priority track so that final passage can be
accomplished before the end of this congressional session.

"We commend the President for avoiding the temptation -- and
the heavy lobbying campaign -~ to hand the community development
bank funds over to the commercial banking industry,™ noted the CFA
spokesperson. "Such a step would have been a gross waste of
taxpayer resources. The banks would have simply substituted the
federal funds for thelr charter obligations to serve low- and
noderate~incone areas —— and compunities and taxpayers alike would
have gained nothing,” compented Mr. Lewis.

*We have no doubt that the bank trade associations will
continue their efforts to grab the tax dollars when the legislation
moves through the Ceongress,” Hr. Lewis continued, "We urge that theo
Senate and House Banking Committees make it clear from the start
that this backdoor heist of the taxpayers by the banking industry
will not be tolerated. The program is intended for people and
conmunities, not run~of-the~mill commercial banks.”

"We regret that the program is funded at such & low level,®
the CFA Barking Director observed. YCommunity needs and the
potential of the program are great and we trust that the
Adninistration will move swiftly to increase the funding and the
scope of the progran when budgetary problems are stabilized. "
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Clinton Unveils Plan -
For Cemmumty Loans

By ROBERT M. GARSSON
snd CLAUDIA CHAMIRG

WASHINGTOR — President
Chinton unveiled his communi-
1y develogment Wnding peo-
grorm Thursday with o show of
potitical sirengeh that sugsesisd
hanks may have lrousbie grining
reguistory selief through the leg.
ssfation.

Surrossrifed by Vice President
At Cioee, Unbinet wectetarics, &
farge congressionsl delegrtion,
myuistors, baskeny, and com-
munity sctivisty, the President
catled for a 3382 million fund
for communily developmens
jenders over (he Bext four years,

Mr. Chinton also asked the
four bank and (Wi regulatory
RpoiCies to enview the Commi-
wity Relnvestmeny Act, with 5
eye toward revicing papefmt
End increasing lending in fow-
income communitios.

White House show qfﬂ!mf a

By involving the vegulztors in
CRA, ihe President may have
preempted induatry effoety t0
have Congress ease CRA and
other regulitory requirements
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Community Loan Plan Unveiled

Corrtinmrod troess page 3
ihrough amrndments o com-
minity development jegisistion,
Congress members “have in-
diceied 1o us thay they tre ook
ing for a vehice for reguialory
relsef, and tus could be i said
Edward L. Yingling, ¢xecutive
vige president of the Amevican
Bankeys Assoctation.

Quick Action Indicated

However, e sheer magni-
tude of the ceremony an the
Waite House's south fawn,
which ren for neady an bowr, ine
dicated the sdrimisraicn ang
congrossonal icaders wam o
mave Lhe package threugh
guitkly g without
smendments,

*is all the yoars 've been ob
bying. I've never seen ss much
horsepowsr behind 2 banking
bilk.” said Jim Bigers, who wep
resenta several finangial insn-
tEgns. .

The Serate Banking Commit-
e began work on the bill Thurs
day sfiernoon, e more than
an hour afier Presdest Clinton
finished speaking. Rep. Honry
B, Gonztier, 15-Tex,, chairman
of ihe Houst Banking Commit-
1ee. said he would hoid hesrings
Juby 21 anct 78,

Speeding the Process
The charemen of the three
House subrommittecs 1hat
would have jurisdiction over the
bill agroed o consider-
stion by 1he Rill comminee - 3
nep that will expedits the pro-
cess comidenably,

The most significant chale
nge to the Chnton plan could
ot in the Senate, where Re-

publicans have more feverags,

Affonse M. D'Amaio of Hew

.

Yok, e Senate Banking Com-
miitee’s ranking Repubdlican,
nrged thas snless comemercial
bunks are peen inctalives o
participate, the President’s plan
“is only » pipe dresrs.”

Not What Be Promised

Yhe program anneunced
Thursday is considerably differ-
cut from My, (lintoa™s cum-
PHIgD PIOMIN 10 ST 3 ot
work aof 100 commugnicy
development bunks

In » brief imerview after his
speeth, Mz, Clinton said he had
Jeamed since the slection “that
fhegye is 2 whole, huge network of
propie out there aniercsicd in
doing this work, and we didn't
WAR 10 feinvent the whend inov-
ey commungdy.

“So we will be ereating same
new community dovelopment
banks i some areax, and we
iy even have some big banks
wanting 1 use some of their
pommunity reinvesiment funds
1 provide funding.” he said.

“But if you've got ¥ hank
that's pperading, you got & credi
union, ¥oe ot some other cligi-
big institution thet you can dra-
matically incresse 1he apadity
of. 3 rmight be betier 1o expand
the capacity ol an existing mstie
vtion than Sreale § Dew ane”

Presiden: Chanton thys sided
with mmmwm:y groups  that
had agued against giving banks
finzaoml incentives to partici-
prsr in the programn,

Lighteniny the Load
~With m year 3f record rofite,
banks don't peed s bribe™ said
Deepak Bhargave, bank fobbyist
for the Association of Commu-
nity Organizatony for Refors
Nyw, or ACOrs.

* -

T‘l! Clinton pmsram prom.

.bummi&omthcmw‘

work burden of CRA, though
acither (he miministration nor
the regulatory agencies have said
specifcally bow i “perfor.
mance over paperwock™ gosl
eight be o

{g wsumouy before the Sen-
wir Banking Commitise Thurs-

Hogh
Suppowty Clinton plan

day. Comptrokier of the Curren-
¢y Eugent Ludwig  said
performance.based sandards
would it be tied W rigd o
meTics] Targres

“But beiween & rigid systrmol
aumcrical argets and the sy
1em we have today, there i cone
sidershic room for improve.
meat,” be sl

Concern over the Tome

bankers stiended
Mr. Clinlon's  annouicement
and 8t essi ope comnersal
danker spokez, & sumber of ine
Ausiry represeniatives expressod
omoern over the wae of the
ewnt, particularly over coritie

cisaes of hank ending oractoss

“Thare was & prety pood ai
of bask bashing,™ s=id Joe Be
bew, presidem of the Consume

NationsBank Corp. chairmas
Hugh McColl doliversd 2 stron
encdovwement for e program
He said the CRA reform wouk
kave “no excuses™ for baek
Esiling to provide crodit 1o Jow
income borrowers A faw “iha
seix tougher, more objective
mare guantifiabie standard:
worsld send the clear message &
banks tha: we wil! be measurer
by our residts, be sai

“Reenarien Criticiond

Kznneth A, Guenther, exscu-
tive ice gresident of U lnde
pendent Bankers Association of
Amcrica, was sharply critical of
Mz, MoColl after the ceremony.
saving his endorsemen: gave
sway Ihe ndustry’s bergaimng
power.

“We amy just sitting dowt (o
apgatiations,” ssid Mr.
Gusndher, noting that mam
banks 51 hope the Inl can be
reshaped 1o include funds for
rommercial hanks and some
measure of reguigtory medief
~Hugh Mcloli should know by
new At you don't give way
the Danking indusiry's negotise-
ing pesitios n advance, “ den’t
know kow he can say he spegks
for the banking indusry.”

wr. McColi declined to cote
wert onthe oriticism,

Presissent Clinton's lngisistive
package would create & fand to
provide assisiance 10 communi-
&y deveiopment finsncial inst-
tutions. Money woidd be avail
able o =li kinds of commonity
deyelapment knders but oot to
the vast majority of commergial
banks, Whrifis, g8 oredit umons
aot engaged primacily @ come-
muntty development lending

The money will be available
matched doliar for dollsr with
private sector contributions g
1o w amen of $3 million fr
insured institutions and $2 mil
$iom for other knders.,

Although the progrem pro.
vides only 3382 million over
four years, Treasury estimsted
that leverage will vesultinup to
$2.5 billion in new credit for

lowno0ome commanities. 1)
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