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Banking on the Inner City ~\t\ 


I T'S EASY when discussing the problems of the 
inner city to talk about the virtues of "seU-belp," 
"entef?rise" and "bootstrapping," Everybody is 

for the other guy "pulling himself up by his boot­
straps," The problem is that the inIle.r cities are 
desperately short on the very thtng that entre­
preneu."'S need: capital. As many studies have 
sho\\TI, ban.k& are reluctant to .lend into the inner 
city-and sometimes don't even want to set up 
branches there. No matter how sound their ideas 
or vast their energy, wou!d~be businessmen and 
community activlsts won't get far without money. 

PreSdrot Clintoo took • small step last week IX> 
ease this problem. He put forward • iive-year. 
$382 miIliOll program to create • Community 
Development Banking and Financial Institutions 
Fund. It would provide grants. training and ted!­
meal help to private groups that create community , 
development banks. Existing community develop-. 
ment groups could compete for the money. He 
hopes that by spurri."lg matching private invest~ 
ment. the program will pump $2 billion into poor 
neighborhoods, 

There shouldn't be any pretending here: This is 
not a vast program; it only barely begins to address 
the credit needs of the country's inner cities. It is 
also ~gnifiC1Ultiy less amhiti_ than Mr. Clinton', 
c:ampaigo proposal to use SS5() million of federal 
money to establish 100 community development 
banks around the country modeled after Chicago's 
successful South Shore bank. What the proposal 

does represent is a modest step in the right 
direction. As sucb advocates of cities as New 
).,.,.,y', Sen. Bill Bradley bave been arguing. there 
are many successful models of community develop­
ment around the country. Committed citiz.eos in 
poor neighborhoods bave put aside doctrinal clap­
trap. worked hard. defied the oddS and gotten 
businesses started. housiog rehabilitated, tnnSpor­
tatioo improved and jobs created. They did this 
with httle help from the federal go""""""", The 
least Washington can do now is give • hand to 
enterprising and civic..roinded people. 

In abandoning the id.. of • ooe-lDOdeJ.6t&.aIl 
approach to CDIMIunity banking. the adminiolntion 
took the right road. Whlle ~ ·iImer-city 
projects may bave common elements. they often 
depend O<l unique combiru!tions of gifted people 011 
til. StoW1d. Ibe right local governtnellts, the right 
neighborhood institutions, the. particular Iiosiness 
climate of a given region. '1'1Us mix is different from 
pIare to place. The administnltion .... also right in 
looking specifialJy to community development in­
stitutions. and in choosing not to shower money on 
..,.blished banks. If tnlditional banks ...,. <loins 
such • great job. oommunity developme!lt banks 
wouldn't be necessary. 

Of course much more needs to be done. and 
many advocates of the inner city haV! expressed 
disappointment over the modesty of this pr0­
gram. But Mr. Clinton has at leat taken • first 
cut at the problem. 



image. And most clearly, a bIg dose 01 eau oe !!le, It IS !Jt:Ut;1 .1.1 11,<&1';;11 Utah IV OU4":1' ""'..... .....J, 

Potomac bas been imbibed by senior Manne Corps uooper, let me help you wuh that Dear John! Joan 
otf~rs siuing 10 front of word processors in the letter. I've busted up a hundred of. these madcap 

schemes."Penlago)'J. 
So the Marine generals de(:lde they will take The Commandant, Gen. Carl E, Mundy Jr., 

onlY unman'led recruits. This is tOO rIch. Even the reportedly backed the zero-malrimcmy campaign, 
Roman catholic Cbur(:h is dunking tha\ 11 singles· but he prudently said the directive had been issued 
anly recruiting poliey has no: worked all that well. without his knowledge, 1t also seemed to sneak up 

The ooauty par~ was the plan to have Manne on the Secretary of Defense and the Commander m 
Corps officers conduct "marriage awareness traIn~ Chief, who was really hoping to get ott on v8C~tion 
109" before the newly inducted recruit would be withoul another Stupid Pet TriCk. 

r allowed to take a spouse. This news has every sland~ DilVid Gergen, that plastlC surgeon of untoward.. 
up comic and gag writer In America in a feeding Presidential moments. said the President was busy 
frenzy, B\.u none could have outdone the gag lmes in bragging on an Army general when the Marines ran 
tht-direcllve ilself, describing what would happen in amok. When Mr, Clinton gOl back to ttlt-Oval: Office, ' 

why he had never, never, never, ever been 50these awareness sessions. 
"It is an opportunhy fOf the marine to get astonished. 

counsel on one of the smgle most important ,deei~ So, no harm done. Defense Secretary US Aspm, 
Slons of his/her life and benefu from the advice of recovering from his own bout of astonisnment, 

. seasoned mannes: who have expcnenced military reversed the marriage ban. We can only say, Flow 
family life." on, intoxicating Potomac. And thank Providence 

You have 10 love Ihe idea of "seasoned ma­ that Washington got his insp.ration alens the Dela­
-rines.:' condUCting psychObabble sessions. "LanCi!: ware. 
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Fresh Money for Poor Communities 

The Community Reinvestment Act was passed President Clinton prefers to giVe money to the 

in 1917 to direct more commercial bank loans into community development organizations because' 
poor communities. It hasn't WOrked very well. Com· their sole purpose is to spur development in poor 

,munuy orgamzers, who lobbied for the bill, have neighborhoods by lending to the poor; they don't 
~n fruSl.r.lle:d by' the legal roadblocks thrown up need to be coaxed and bribed, Lending to promote 
by the banks. The banks resent the hugely expen~ development in a blighted area is very dUferent 
sive paperwork and be:ingheJd hostage 10 communi~ from ordinary bank loans; It takes dedicated and 
ty groups angling for «mcessions. Everyone agrees experienced praCtitioners. Mr. Clinton would turn 
that the aet has produced more paperwork than the job over to the professionals who bave learned 
loans: Meanwhile distressed neighborhoods contln~ by doing. . 
ue to will But he Stll! has to find enough money to make 

Relief may now be in sight. The Clinton Admin~ the program effective. Here's where he could turn 
fstration has proposed a new way to channel credit to the Community ReinveStment ACL Some Demt)-.. 
into blighted communities. it has also promised U') c.ats and Republicans in Congress have proposed 

.. re.-examine the reinveslment act. It it art'ully com~ Jetting commercial banks buy themselves out of 
. hines the tWO ideas, Mr, Clinton could pultogether a their retponsibilities under the act by pumpmg 
nrsl~rate reform. money into eommunity development institutions', ..' 

The president wants to create a S382 minion instead of lending it directly to risky individuals aruf' 
fund. to lend rnootey and expertise to commwuty busillessei. . 
institutions - such as community development It's a good Idea. 'Ibe commercial banks would, 
banks. and other nonprofit organitations - dedicat­ save themselves huge legal expenses designed to 
ed .tt> .developing poor neighborhoods, After these prove they are complying wHh an act that they now 
organj:tations put up matChlng funds. the proposal mostly sidestep. 'l"llfI' community gets the caPital it 
woWd generale aboul $2 billion in new mans. desperately needs, administered by professionals 

·The plan has critics. Community organizers dedicated to making the local economy thrive. 
say they need much more - say $15 billion, Com~ COmmunity organizer.. will appose allowing 
me-rdal banks object that the plan makes them banks to 19nore the act even lhough their Hi-year' 
ineligIble for the Federal mone-y. Yet Mr. Clinton is etlon to hold the banks fO its terms has produced 
on the light track. The plan starts OUt small, but if it little success. But rather lhan fighting to hold their 
works it can be expanded later. And he's wise to Job$;, which consist mainly of hassling commercial 
sidestep commercta! bankers, who have shOwn thal banks, they should grab the far more challenging 
!.hey don't want to !end to credlHlsky homeowners opportunity Mr. Clinton otlers them: the <:hanee to 
and small businesses and probabty wouldn't do a dirt'Cl a fresh infusion of .Federal funds to people 
very good job If ther were bribt:<l t~ uy. and businesses in need, 

THB NBW YORK TIMBS. FRIDAY, AUGUST IJ, 1993 
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Clinton Is to Unveil Two-Part Program 
To Boost Lending in Poor Communities 

By K.I,:\'),"J:TH H. BAtos 
3l1ll!Jl~rln IIJ'l'HE \\'AJ.J..Snor:rr JQVIlNAl. 

\VASHINGTON - The ClinlOn adminis­
tration is preparing to unvei! Ii program to 
boosl ir.vesunen! in poor eommurubes bv 
encouraging more loans from eommerda'l 
banKs anC': funding i".tw development insti­
tutions. 

Robert Rubin. who beads Mr, Ctinton '5 
National Economlt (;ouncll, yesterday 
hrief~d a group of contttssional Demo­
crats (In plans to establish a CtJmmu­
fiU)' Banking an:! Gre<l.H FUJ'Ht II would 
funnel S3S:! million Jf federal money into 

i loani~;:~i·~id~e:iv;ei,~op~m~e~':'~';~~~ri.~i.ntstit\.l'

are estah· 

PlOf communj· 
',hal aren '! served bv commerdl!J 
cl'S, The fund, ....'hlel','wolild be run by 

",., ll·member board dominated by 
b:U)kers and community activists, must be 
created by Congress. 

to addition. bank regulators said th('y 
aiready have launched an etfor. to ream!; 
community reinvestment rules in lint' .. ith 
Presidenl Clinton's promJ.se 10 cuI red 
tape. while promoting more lending. Tne 
~dl!linlS!!'ation's two-pan program, wruch 
IS bllel), to be annOUllCf'd 'Within a week Or 
so, is expected 10 "'in strong Democratic 
support The p:an inCOrpOrales many ele· 
men:.s that Sf:>. Bm Bracht;' of New 
Jersey and Sen. DonaJd Riegle nf MIchigan 
as we!! as members 01 the o:mgressional 

black caucus have already propOSed. 
tMugtJ some members of the blao:. caucus 
may fight for rom: money lor the new 
fund, , 

'the li1i COmmWltty Reinvestment Act 
imposts on federally insured bankS and 
trmHs "a tontmuing and affinnative abU­
rawn to help mett the credit needs" of the 
communities wMre they operate. 

But bankers and President Clinton 

have complained that the reinVestment 

rules impose a paperwork. burden without 

spumng enough lending. Regulatott 

agree. Susan Krause. a senior deputy 

comptroller of the currency. lOI:d a House 

banking subcommittee yesten1ay that 

bank txantinatkms "have too often em· 

phasuoo procm, documentation, and 

fOOd intentions rather than actual lend· 

ing" to poor oommunities. 


The new program would focus on in­
creases in actual loans to finance housing 
and bUSiness development in low and 
moderate"locome areas. In their commu· 
nity reinvestment reviews, banks also 
would gel more explicit crecll:t for opening 
or maintaining branches in inner dties 
and rural areas and for investing in com- " 
munity de'1o'elopment financial institutions ; 
that SpeCialite In helping peoplewbofmd it ­
difficult to get cred:iI, [rom commettial 
banks and thrifts:. 

Dwing the presidential campaign, Mr. 
Clinton frequenfJy dlf'(! the succtSS ot 

-"TUn! WPagt M. Gl>hmm I 

THE WALL STREET JOURNAL WEDNESDAY. MAY 19.1993 


Cl>nti.uttt From Pagt At v' 
Sou~ Shore ~nl, Which ,helped revitalile 
a Chlcag(l neighborhood, and he promised 
to create.a network. ot 100 such community 
~,,:el~pment banks. But the new program 
tso t likely to include thaI specifk pledge 
because It focuses ()J) a broader range of 
d.evelopmenr instltutlons. including loan 
!unds and credit unions. as well as press. 
IDg commel'tiaf banks to lenll more. 

TIl< goal of lilt _ Communlty 
Banldng and Credit Pund, according to a 
Mute House briefing sheet circulating 
yes~erday on Capitol: Hill, Is to create "a 
national network" of development institu­
tjons that woo.ld compete for assistance. 

To win assistance, institutions must 
Show that tIley can match public funds with 
privately raised mone}' and that the\' have 
a plan rOr f"ventually Standing on thilrown 
withou: governmen: support, Too fund 
would provide assIstance in {be form of 
capjtal grants. deposits and technicaJ as­
Slstance. 

Some Republitans complained that the 
JunO' wouJ\! ~me another eosUy lOvern­
men! bureaucracy thal -encourages the 
development of smalJ, relatively ineffec­
tua3 financial institutions. "Separate 
Mnlts for separate communities aren', 
roing to go far enough 10 solve the prolr 
Jem," sald Rep. Thomas Ridge of Pennsyl­
VAnia, the author ot a 1991 law that gives 
oommerclal banks a monetary incentive to 
expand services in poor nefghOOrbooc1s
That law hasn't tHen effett yet. . 

~uwe~r, Rep. Maxine Waters (0" 
oahU said: "The WOOle idea b not to 
matf' another bureaucracy," The fund 
would be federally Chartered, but privately 
run, althoug~ four cabinet m::retaries 
wou,ld sit on its board. It also would receive 
limited appropriatiGlIS ~er a four-year 
period. according to theproposaJ, Alter the 
briefi?,g.,Rep. Charles Schumer (D., N.YJ 
said: It $ clear that the Clinton adminfs. 
trabon thinks thI$ is very important, but 
they're not going to do a 10Uapalooza of a 
program until the)' see what woru." 

Separately. tb, Department of Housing 
and Urban Dtvelopmentand tbt Comptrol. 
leror the CUrrtncy announced the creation 
at ~ workin~ group to netp tbe agencies 
poh<:e mor.trage--Iending diSCrimination. 
Both a.genele5 are 1n the process of setting 
up 8 program ~ test bank-lend.ing proc~ 
dures to determIne whetber aU appbcants 
are treated: fairly_ 

-Grr;i 1M ""''''..... wtJIis ortic/P.-
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i ~B fRIDAY, JULY 16, 1993MOBILE II.ECISTER -
~resident unveils program for communi~ lending 

.Une I>emocratic senator communilin. One Ih'pubUcan called II Yulmenl, tunneling II hUlion 10 peopte UN" by 1M perva.lve lendl", ••-;, AJIon.e O'Amato 01 New Vort, the .e­

• . .. ''tl!.1 lnolher lJOYe~enl ha~I," but and bu.lne..,.. largely .hunned by c;rlmlnaOon or C(JI1ftnllonai baRb. . : . nk,.- Republican on the ~.., B;ank1na: . 
~lls the plan a promlsmg ~r.I.~lcomrdll"'CtuCia.latep benb. How~er, Rep. Tom Rldle, R.P.~ Comml~!ee. called the ernldents pro-: 
W€ty to 'rebuild distressed to live decayln, nelilJborhood.. SeNile a..nkllll Commillee Chalrman called It "juI' another lovernment Irlm ,.ther mUIU .n~ ...Id II' 
'. "'llIe polenII.' for c~tlng 1)eW)obs Donald W. Rlqle Jf.. D.WUch., con~ handout" and ..Id an ext,U"I.t!ut.un- ,hould Involve pr1vllle bIInb. "'The only

urban neighborhoods and In AmerlCi throuah thl' InlUatlw: .. ab- I hearing oa lhe pmpoul Ie-I lhan two lunded prOJrlm, whkh he devt.ed, thlnl In_1m, lboul thll proposal II 
· I' IKllulely II'nonnoul. hour. after Qlnton Ilniahed annouft(inl would prove II' more ellectlve Ind thai the preildePl II Ktualiy eot~ to 

rura areas And they Cln be c:ruted In place. It, WQUld maJr:e Ule 01 the entire baNlAi make JDOd on a c:&mpaisn promlle,' he 
wh~ pII'Opie ~ Ioog gl1I'II'f1 up on lhe HII' Hid II ollll'red "I promiling new sy'llI'm. Ald. 

....:.-- free enlerprllt! .,.Itll'm," Clinton Mld.t wly" 10 "rebuild dl,lreued urbln The Ridllt program would oller ba... The prelldent IpOU .1 I u..cty .ru 
I ~",mony on thll' Wlutll' Hoult! lawn. neighborhood, Ind rural .,...... I diKounl on thrir depoIIl lnazr.... or the While HOUle JTVIlfIdt; to an ..:II· 

:WASHINGTON - Prttldent Cllnlon The Tru.ury ~p.rtmenl hll Mil· RlI'p. Henry B. Gonulel. O·TII'.... premium. In eJlChlnle 1M Inc:relled ence 01 <Ablnet K(:f'II'lliriu, banker.. 
&ent Can,,", a lendlnl prOlra", on mated the program. which W'ollid co.t chairman or the Houte Banking Com. lending In bUghted CDmmunitln. He community acllYt.t. Includlnl J_ 
lJ'urJd.l), he Mid would pump S2 blllkxl lederal Wlplyer. S382 million IhfOUlb mlltl!'e. called II "I cnxlai rung oa ltM Mid II would crealII' sao In lendlDl lor Jacbon and more than 40 _ben or'* credll-ttuwd lnoer..cllJ aIId ,.... 1987. W'QIIkIIpU' million. in privata In· ladder of economk 1UtII':eU" nude ME- every Sl of lederal .pendlnt, Coftpea.DNJ1yau or .... ~ 

.~'.' ..... · .- .' 
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Urban-rural loan proposal dwindles 

President Clinton will U11WUII scaled· 

bacilloan progT1lm fur cred1t-:.~ in· 
net cities and rural areas tPJs week, ad· 
ministration tmd industry officials said 
~tcrday. 

The $382 million to rl)Sler housina. 
small busine» and development ow:' 
four years is not nearly as ambitious as 
the: plan he spoke of du ring the campaign. 
11 is less than half tb(>: saso milliOn over 
fiw years thaI aides had pr'QPOfoCd jusl 
before the Wluguration. 

The While House has tentatively 
scheduled a CCreroony to propose the 
program formally on Thursday. lIccord, 
ing to govemment officials, ban.kers and 
COnSumer ad""OCa!es invited to attend. 
Mr: Clinton rerums t.omornw.' from the 
ectmomic summit in Japan and \'aeation 
in Hawaii. 

Later in the day. lreasury Se<:reu.ry 
L10rd Bentsen, Housing Secretary 
Henry CisnerO$ and Comptroller of the 
Currencr Engent' Ludwig are scheduled 
to appear berM!.': the Senate 8<mking 
Comminee to answer quesuOMabout the 
proposal, 

A draft mes~e to Coniire-ss prepared 
for Mr, Clinton's sigo!l'rure UT8~S e.rlr 

I!ruIctmem of a propo$ed Community De· 
velopmeOi Bankin.g and Financial lnst:· 
lutions Act of 1993 and asks lawrnai{er$ 
no1 10 lei the b[!l get delayed by romen­
tious financIal .service ),$$ues sucb as in· 
terstate bankmg, 

"In tOO manr urban and rural commu· 
nities, there is alack of C<l;JiutJ and credit. 

. This imtiallllt' reaffirms mj' commit· 
ment Ie helping communitles help them· 
selves," the pref,idenllal message to Coo­
gress said. 

The draft and related documents ~ 
obtained t>y the Associatt:d Press, 

The bill' would l'Iutborb:e $60 m~lljon 
next rear and a lotal of $.JB2 million 

'lhro1,.lgh 199; for a new national fund to 
be admmistered t>y a nine-member 
board. The fun<.l would prodde.seed capi. 
lal and grant5 to creale new community 
de\t:lopmem banks and 10 SUP\X1rt e:dst­
ing communitr organizations, who lend 
for a wide variety of purposes nrnging 
from cooperativt,> hoUsing to mom and 
pop husinesses. 

The proposal is far smaller than orig" 
inally e!wis.ooed by Mr, Clinton. During 
last ;''ear·$ presidentiai campaign, he 
~lked of creating )00 new community 
developmem hanks. Berore he lOOk of· 

(ice, tnrnsition aides had prepared a 
proposal for spendmg $850 milllnn 
over five: ~s and fI similar plan 
drafted by Senate Banking Commit­
tee aides would hare provided $l.2 
billion. 

Corrunercial banks, particularly 
small-toWn bank.!. had pushed (or a 
sh.a.re af the fOOfIey: Kenneth A. 
Guenther, e31:ecutive vice premliem 
of the Independent Bankers Associ­
ationaf America, manappeat deli\,4 
ere6 to Mr. Ludwig 1011$-1 month, ar­
gued tlUIt hundreds of smaU.1oc:a11Y 
owned banks "are engaged in Cilm­
mwtity development on a daily ba· 
Sis" and should be provided witb in­
centiveslo ex.pand thoSe acth,ties, 

However, the fine print In the bill 
virrually roles out money: going to 
flsslst communitY iending by con­
ventional baflks, And tbe pres­
idential me5Sl:lge cited 'tWO highi}' 
specialiZfld institutions - South 
Shore BanIt nf Chicago and the Self· 
Help Crndit Union in Durham, !'i.C. 
- as models fer ser....in.g distressed .,...,. 

Ina mow aimed at bluntifl.g indvs­
try OPPOSition, the fldmll'listI'8tion 
ptans 10 unveil a sen~ of regulatory 
changes fit Thursday's ceremony. 
The~e cl\anges would o~rhauL 1!11. 
t'orcement of the Community Rein· 
vestment Act of 1971, which bankers 
have complained is unwIeldy, 

"Tbese changes wlll replace 
papet'Wt>rk with periorrnanctH).rien­
ted s\andards find will include 
to\Jghcr enlOrcement measures fOr 
noncompliance," Mr. ClintQn's draft 

message to Cc.r.gress sa:d, 
In a i>t!parate leiter. Mr. Clinton 

would dlIeel bank ,and &llYin~5 ins!i· 
tution regulators lli dC\'ise new PI',,' 
cedures by Jan. 1 to "repl,ace 
paperwork and uncertainty with 
periormance and objecth'ity." 

Although the community-lending 
propQsal is smaller than Mr. Clmton 
promised m the campaign. cnn· 
sumer advocates said the biIJ would 
represent a good start, and they 
were pleased the money is gomg 
only to hlgbh' specialized commu­
nity dew!opmenr lerniers. 
H~ver, they were concerned 

Mr. Clinton's effort to reduce 
paperwork in\'(!lved in comp1l"1I1& 

The fund would 
provide seed capital 
and grants. 

witb existing lending laY-'s could reo 
sult in lax enforcement. 
~We question the diagnosis that 

paperwork is the problem," S<Ioid 
Chn's Le\\1S ofthe ConS1,Imer Feder· 
ation of America "11'1 nul' opmion . 
the problem is a recaldtram indus' 
try and laCkluster enfon:emel1l by 
ngulalors." 

Mr l.udwlg will be authorized (0 

broker negotiations among banking 
and consumer groups on the issue. 
Mr. Guenther, of the lr.dependcnI 
Bankers, predicted the talks could 
produce a "wip·wm .sItuation'" m 
which bankers get les~ paperwork 
and clearer roles, and COnSUC"leT;< 
get increllsed lending to poor nei~h· 
horhoods. 
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Rob.r~ W. Lougee, Jr. Bruce P ~ Crook. 

Vic. Pr•• lden~ on4 OirBetor, (401) 278-6141
l,.. Corporate C~un1cstion. 
(401) 	 278-san Thomas L. Lavell. 

(4011 :171-3003 

fli6t FinanciAl Group ChairmAn Terrepe. Hurray l~or'll 
,lipton C2mm~lty PIYclo~eDt Llndln; Initio;iya 

Proviaenco, R.I., July 20, 1993' Terrene. ~rr.y, ,leet 
rinlneiol Group cholman end chiot e~.cutiv. ettie.r, today 
to~.lly andor.ed 'rsaidont Clinton'. recently announced comm~nity 
Devolop=ent Len4inq Initiative •• on int&qral me4.~r8 in providing 
.44it!on.l capital and credit to 8:&11 buein•••eo and COn$umar. in 
low- and modorate-1ncome ar,,". 

Nctini that tho propo••l the Pr••14ont a~ounoe4 l.,t Thur.day 
n4Q~8 further etudy. Murray believ•• the thro.-part plan will 
otter ••pao4.d opportunitie. tor qu.11tie~ ~orrcyer' 8.eking 
cre4it. A corn.ratona ot tho Pr••ldant'. plan 1. the cr.ation ot 
• foderal meehani•• that will provide capital tor oommunity 
devaloplont 1~.tltution., encourage bank. to eroaden their 
c~unity dovelopment l.n41n9. and r ••xa»lna the Community 
Reinv••tment Act to mlko it more pertorwanoo-~••d. 

"While it may be usetul tor the taderal 90varnftQnt to taka * 
nev and more active role 1n .~lng C6pital avaIlable throuvh 
community development lan41nq progTama,* Murray .ald, "it i. 
equally important that tho Whita Bouae and cGnir••• d.torw1no that 
th1s particular ln1tiativo i. thl soot efticiont use of taxpayers' 
_cney to "ohi.va tht. obj.ctivo.' 

Hurray agreed vitI! the Preeident, vl!a noted 1n I.at v.lk'. 
annaunc.~ent, that me8~1ni the crldit need, of bU8ine•••lIouid 
rea.ln the ulti~t. responsibility of the bankinq indu.try .04 
other pr1vat•••etor lender.. "Th. 9Qv.rnaent l s roll ahould ba ~c 

f'llo1l1tato that proceu ... muon U pouiblo," )furr .. ", adel, -""d I 
think tho Presldant'. plon 1. one vay to aChieVe that objective." 

-mor8­
,.". F~ GttAm w.: 
r.c /(1IIMIICy ~, """"'~"" ~ l.u~ Ola;:l 
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MUrray a1.0 w.lco=e~ fre.1dent Clinton'l call tor reform ot 

the cOl!Ullunity Re1r,vut...nt Act, 1oIho81 ",and. tad proc.duru, he 
•• id, should be ~.4. more effIcient and 1 ••• cootly. nTh1. ia a 
tim.ly ~eeo==.nd.tion by the Presidont e1nco tho bank in, induetry 
1& .trivin~ to atrenqthen ita Iandinq ~o-=itm.nta in poorer 
cOlNlulllt:i... The retons w111 be invaluable 111 ,!\haneilli the tNe 
oejeotive. ot tho co~unlty Reinvestment Act it they re,ult 1n I 
1••• C~~Qrso",e reportinq proceG.. Fleet look. forward to working 
with rC9~I.tor. 1n ~~1119in9 about pertorm&nce-b•••d r.Corms calle4 
,tor by the l'r..148n1:.· 

Hurray ooncluded that prompt aotlon by the Con~••• all ~e 
PreBl~.nt'. proposed oommunity lan~in; loqlelation sboUld belp 
.tl~ul.t. oeonoftlo dovIlopaent. Se also said thil ettort vould be 
bel.tared conaidar.bly by the enactment of federal legislation 
permitting inter.tat. braneb bank1n; this y.ar, a. vell as 
approval by the rO!j'Ulatora ot initiative. to 10lsen tho cradit 
oruncb ~.t the President annQuno.d ••vlrol weeks a;o. Hurray 
.trae.ad that Fle.t Finanoial Group Itronily auppert. each of 
th.". IIltUIUZ••• 

Fla.t rinonclal Croup 11 • $45-b1111on diverattied tinancial 
I.rvle•• company li.tld on ~I Kaw York stoek !XChan;8 (NYSI-YLTI 
vitb approxlmataly 1,200 otfic•• naticnv14o. ltl 11n08 ot 
busins8' 1n~lud. commercial and conou.er banking. mort;a98 
banking. QOn'~.r tll1anCl, ••••t-bas.d lending, lnv••t~ant 
mana;_m.nt, and .tudant loan proce.l!n;. 

http:mana;_m.nt
http:conou.er
http:PreBl~.nt
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Talking Development 

Community bank bill 
remakes urban debate 
8)' f£.O WYSOCKI 

")':0111 1.;'e ,l;l:','!r':~ of HM~ 
!em h.Yf' itt cr".m eM~I, relc 
models IHid ~milc$'" .:on~ 
eJ\.:6ed Joe Holl",nd as !'It de­
SC!IOCC the impact of openin.
the fim Ben &: ltl'r{s fran. 
(h!~e (n &l'i inn':j.:)ty commu­
nit)"

Amon, tbcsc u.cmbl~ on 
the SQuth L.a\l:n ef 1M White 
Houie were members Qr th~ 
Am::'!cllfl B;ln~::H AWl. whQ 
~uirmed durin&. Hol!:ma', re­
mOlr}s.s he et${j dc~crib,;d his 

frustration! in ol:.Holir.ins a b~nk lOlln. . 
Bul C;!n;'; b:l$hinS v,',lsn't the .c.u nCW$ on July 1'. 

"..l;:;,;:n Pr<.:sidenl Clinton unve!led his plan (0 develop a 
n.::lu¢n ...·ide network of community dev~lopmcnt b;mks. 
The prcsidcnl'$ bill tr;n~fQrm' d'le 20·)'ea·old publi¢ 
;j:~u Ol'cr re~Hnir,; into t collI for :Q!rmilnitj~s, n::Bu­
1'lIou ~fld b;,u;Ks 10. coll.lbor;:\t on t'ir.lIndn& community 
d~vdopment, The Comrm:nity Dcveloprr,c:'It lStnldn~ 
Dnd finano:i.:ll rMtituuons A:I of 1993 is eHl;fIliaH),\ liS 
the prc,idcnI nOlcd.• p10poslLl 10 mll1t the: free cOlcr­
pri$C s)'s.le:m ....'or;;. for all Am.:rlcans" 

The bill \Om m::He • fl.ind (S382 mi!lion o\l:r (oW' 
years) to p:o~'idt equit) investments. ~r~ms. t:lIintne: 

and "lllcr csslmtlce for .. r .. n~¢ or Comml,l1lity de\'etop­
.men! iinandall"sonnions (COfh). EXJ»1nditll from his 
<amp;I:t:n propos:u 10 "m~te )00 South Shore Bunk~," 
the prtsldelll it 1etosniiing the uPI!nist and critical 
101.: of -<;Qt1vTU.lnlt}' ~O'elopmenl (,"it ImiQns, (omml.l· 
nit)' 103:'1 funds and nun-profit cOffi-'llunho:>' de~'dopment 
corpor:tiont In addrc~sin, the cn:dil needs of low- and 
m('l.de1~le·il'll:on~e eorr.m1,lniti¢$, 

Chi;::aGo not onl), h lite home of South Shore S~k. 
the eounlr{$ premier commul1if), d:ve:opmcnl bank. it 
,ho 0.:1' )CV¢ra! e:Yee!lcnl comltwllhl' c,cdit unlon$ and 
the Cbkago Communi!)' l.o:,1P Fund. which celebralt'd 
ia fiT$! yelt of (lmmwni:} (k:\ clot'mcnlleln.iifl& on 1uly 
21. Oircclou of CA.~OO's. City. Wide JX..'clopmcm 
Corporation currently arl! (oMidcriT.i bow our $m311 
bvs!r.ess and I!C'.)Mrr.ic dc\'do?tn.:nt fin3Tlcini cO'Jld 
bel! be aus.mcnted 1';y this nC\l,'lcaislalkn. 

ee~)dr:$ hou~in" retail 0: indU$Ullll projects. this, bill 
Dlso would addre.s !in.uncin£ f3Cilitici for day Cll:te, 
community l.'15 ~md job (fair.ins, A~S!S\iiru;c to small 
bIl5inc~se~ and Il'Jero t;;!tlj>tj,r:~ as v.dl 1$ cap!lcll}' 
builein, fur Ilfe»pecth'c D<>tTOWCf$ are all eligible dC\'el­
opmo:nt sCt\'ieC$" 

lns'.1f¢d dcp¢~;~or)' instiu.ltiOfi$ .....ishinS 10 apply for a 
mll.im\un of $$ million. !nUSl m¢¢t • '·prir.'l.ll')' mission" 
lest of promo(int cormnlinlry oc.vclopmerK Other typ<:5 
of CDFh Cl\n appl) fer a rr:l.\lmum ofSl million, Sinet 
tlH:!C fedm,) (ufld$ .Iso u:quirt It lenst:a dollllt.lo-doil3( 
tru!1;;h. banb will be cntourl~cd to pmi::lpa(( by In· 
,'estin., in tliSi"t>J~ CDFh, The Tro:asUl')' Ccparuntnt 
eMSCf\'auve!y cstiruat¢5 bttv:e¢l\ $1 bilL~t1 Ind 51.6 
bl1lion in ncw credit :.w:tilab-lj~ty. 

In conjunction w1th "empowerment lone" It:sis14· 
lion, c:ommwl'li:y d;;velopmcm lina~illlnstitutions will 
mtan mort loons for Chic:Jgo neighborhoodi mOlt in 
need. M¢1e 10;1.'15 lJ.·iJl mCi.lTl mort bU5ine~sci for Chka· 
'0' ~ fuwre. TIUI ll<1ds up f¢ '·jObS. job$. jobs" and • 101 
of smiles for Chit.,,~o. 

Ted 11-'YJocki is e.tf>c1Jlil,t din;';I(;If 0/ the Chi('a.o 
Assn. Of N~l'&hb()rlw()d De..-dcpmem O'IQr:{tDriCfU 
!CANDO) 

http:prir.'l.ll
http:I!C'.)Mrr.ic
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BANKING-
Community Lending Proposal 


Cb.aJlenges Clinton Plan 

n I move that lik_b' wit!I compUeate pro,peete fot 

pa.u.aao of Prea;dent Clin. 
ton', plan \.() b\Io~t lendinf 
in poor l»tM'l\,mlliea, • 1». 

~ 	 p*rtiun ,roup of l-Iouee 
Banltin!: CommitteII' mtm· 
~f' hu offered a competln& 
~t much fritndli.r to 
tl'adltioMl bank," 

","p. Floyd H. FI,k•• p. 
N.Y" and the cornmitt.ee'. 
tMking Ropublican, Jim 
l.9ch of Iowa. an lp68'· 
hebdlDI the .t'furt, and I W· • 
tal of 10 Bankins CQlfWlit· 

~1M'I1InH) blink bin., al\ ~1M m.miHrt h!lv~ iigned Oft, 

R.,•. FIIkf. R~ and !..each on Jwtr %! cr.J1lin4ttl thW 
na., conl.~. 

Clil'lloOn', plan (HR 2666). 
announced earlier thia month. would 
luthorm J382 million in _IJtance to 
community dt'wiopmtnt banb and 
cthtr alttrnath'e lenden. Th. Flab­
Leach bill UtA 2707} would: autbmu 
half tbtt amount for 'lb. CllnUm p1'o­
pM&1 and broadtn tbe pool of inlU\u­
tiel'll eliaiLle to meiw 6&.t1itt.ence t./;) 

include hilJ'lh, thtlt'tJ and ~it unioN! 
that 00 not h....e community dtwolopo 
men! JU. their pri.1w1y mlaion. 

The othtf hll! woutd be UlMl &0 
fund t.bfl Ban¥- EnterpriH Ad., which 
allOw. bank. and l.hTif\.l with ,ood 
lending perform.net in dietrtl ..d at· 
.... to t.ctlvo feba~ on thoU (&dual 
depo.it iMuranu premium&. ThtI 
m...urt W6I Includ&d in the 1991 
bank oVerhllul bUl, but APplQptlal.On 
ha.... n.ot provided enouth moN)' to 
berin Impl~rntnUnl ft. 

YlJkt. Leach 4nd Tom Ridge. R· 
Pa. - tha eO'h\lthor or the' a.nk En~ 
utpri.e AeL - arc:ue' thst deJ)('lAit ln~ 
lurllnet rebatot ,Ivtn to t.radltionat 
bank. in eJehan¥e lor Ioant to poor 
neiahborhoodt would brin, much 
more eapUal (!'ito .uch diltreued. aTtn 
than would th, Clinton pia"" 

"TAil is the betl lnvutmlnt. in my 
()pinUm, that the COV&Tnt:r:llmt could 
poulhl)' ever mak. In urban oommu· 
nittet Ir It'a ter.oul about rebunclinj: 
them," Flako ..id, 

At a July 2S new. Cl>nfenne&. the 
trio pre'.n~d tht hilt •• " bi.P4rti~ 
alttrlUtivA that W()U!C! draw Ropu'bJI­
cal'll.. whl'l att! er(tlul or Clint.on'. pl.n. 

mtc the proctU. 
"Whit acmt people ~rul to (Witt 

Ie that ib otder for IeriJlalion to pau 
at()J,lnd MU. you nHd both tide. of 
tAt aiale." Flak. &aid, 

"I teet rtlativtl), eontidCllt t.hA~ the 
majority of lWpubliC4nl would pl'tlfor 
Col\ifWmM ,.take-·.l~uuhip to the 
initial approach ar the admlniltt •• 
Lion," LNCh .ut "1 think there will 
be large~.eale RepubliCUI ')'m.PAthy." 

Chonp& 10 CIIA 
The F1ak.~Le.(:}) alt«ltnative a!ao 

...lIId ,. b<)'Ol>d tho Clinton pI.. by 
malring leiitlat.lw cbat\tM to the 
Community Roinn.un.nt Ac:t (eM). 
• 19771.0... that. requitc& b4tlu to l.nd 
in th.ir comtnUlJitiea. 

TM CRA law ha. berm t.u!~ 
both by banks. which claim h ttqwr~ 
too tnu.ch PAptlrWOtk urudated tc &e. 
tual lendln, pcnormanOi, ancl by 
«ommunity rroupe, which H)' r.denl 
fqWtlcn Irc not tbuih tMUCb OD 
ban" witb pOOr J.mli~ record. In 
dr.tr~ n!iihborboodt, 

Th. bfil would requlre'teJMaton 
to de. "pt:rforman« bued," CRA 
atandatd. that 'fI'Ould mort aceurltely 
rtflfl:t the lmovnt of le.ndln{ bcillf 
done in ditttet.Md communJtiot. 

Th~ adminllttition it worldnl W 
dt'lise new performante·bA&ed eRA 
reruletioN tbrouth adminilttetiV6 
chlU'lneli thet wo-wd not involve any 
eh.a.nie in the llw. 

Tbt Flake·Leach bill alto InclUdot 
W,a:hly eoDtzovtt1laJ lSDrutlle tbet 
'WOuld Ilv. !HIn" that rtCtive lhe 

02'93 3:43 No.004 P.02 

hil:be.t potIiblb retina. or CQmpl~ 
with CRA • fI').e&lltd .ub·harhor e.· 
~mpt.i()1'1 from eRA enfOfQCment MAC' 
tiOl'1l initiated by community croup'. 
And it would allow ban" e.nd ~ 
toO m"'8$t in commul'lit}' deV1l1opmellt ' 
finanoo inltJtuuone at. way of meet· 
inI their CRA obligatioN. 

No_Stomp 
The Clinton plan, whkh wu un­

vcil&d J"ly 10. would create" n", r.d. 
ttt! fund t.b.lIl wol,lld pmvide aid to 
com.munity devoloPblt'nt bankG. credit 
W\iOfi! and loan fund," It is a aealed­
bIlck "'anion or Clinton.'. campaign 
pled,. U; CrtlA~ 100 T:lOW com.munit.y 
ct.velopment bankt patterhed .fW 
Cbleqc'. South Shon B,nk, (Wct'dy 
Report, fI' 1856) 

The lea;iaiative dynnmiG oftho Mm­
mu:.o:ity development bank bill are not 
yet clear, bu~ one th1na: appears certain: 
Thert will be no Quick rubber-stamptn&' 
or the Clinton plan by the 'Houae, 
~utY Deputrnent offkial, No 

portadly wire 6AIl'Y with YlIlke aher he 
.n\roducf!ld hie bIll July 22. He mtt WIth 
Deputy 'I'Nuuty SecretMy Frank New­
man a f... dflYlla1.er and wei that .ny 
t.enaiOIll bad btan smoothed ovar. Flake 
predIcted that a compromile would be 
reacbod that 1JIr.'()Uld allow eoJM fundiDj 
fw tM BAni. Enterpriae: Ac:t.. 

"Our pooeltion i. thai. Wt want to 
work with him. w. t.o.k~ (the f't.ke· 
t..t.ch bill) in the 'pidt in _hk:h it" 
bMo p1Nentod." Hid • Ttea.ury Dt-­
putmant 'pokesman, '*H,'I brouPt 
I<>tn. tlltvAht poinu to tho table," 

"1'thlnk the Flak,.Leeeh bill will 

.Jow the- !eaialativo prot'eM down and 

open the dOOl' for further ne,otiAt~t 


and further wtk, and tbee. lb. hOT· 


mallea:illattve proe.eM." Mid Kenneth 

Guenther. u&CUUve vic. pretldenl. or 

the- Independent Banken Allocietion 

of Amerle&. 


Allhouah Clintotl has made fl com­

muxUt)' dev.lopmant lMttk bill • prior­

tty. tht mauure may not be • tltonC 

nQ~h vehicl, to cany the kind of addi. 

tional bq,ac~ that memben an lininl 

up to tr)! to load onto tt.. 'Ol' one thbJc, 

C!mlIDunUy ilOUp6 that have emb"oed 

the Clinton plan N:va threatened topuU 

theiJ IIJPPOrt. it the bili il amended to 

indude languqe that they ca.nnot &e~ 

ctpt, .ueh at the we-woor pro~ 


The CUn1.On intlll!ltJve had been 

perceived as fating. toUlher future In 

the Senate. where meQ'lbera - pit ­

tkl.llarl), LOp Bank1n&: Commiu.a. Rt,. 

publican AlrOnaD M. D'Alnatc of N.. 

York - ate plAMinc u; tty to add 

levoted prov!.ioos. • 


CQ, JULY 31, 199) - .ott 
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By SrtVtN t..::rlJ'l 
Stc'f ~.."""'"' "j't"" W~\.J. s~rr J ........ .u.

Manr « tne nauon"s biggest banks 
:mprov~ !helr mor\iatt Jtll~mg 10 minor· 
Jti~ luI yur, but U\f' P? be-twH1l "!l!~ 
lIy and lI'nil~ appllClntli rmtaUU Slfnifl' 
tant 
~ca Corp. and Norwest Corp. 

wert amo,~t thOSf slerJficancy lm;!1!umr 
loaM to mmor:tin, wllU. Ntu' yon. Ctty 
ba.nkS als<: I)'.ad~ lH!adlwlY•• 5Ul'Wy of 
wmt 01 tile tat'fts! itJlMn m 1M {),S. 
sh~ BUI mon.rag!~ for minorl:its .! 
Citkorp. 1M: nlw.m's.l.trgest ba~ and OM 
or Iht blff61 mol'tlagt' Itnl~m" feU 
sharply U ?In of a rt,'5tnll:tunng of its 
If'ndmg cnttrla. NGnf of If'If" banb: sm­
Vl",td WI~ O\I~ th~ dl$panty bt~n 
\Vhlt~ lild mmonty llppJlt.I.nU. 

8anltS ht'lf COI'l'It U''JMT prtSSUft to 
~l(lfnd crt(!1t to mlllon!JtS &!I~r dw:~ 
lUTtS l."t. I!!9J '1t1l! bl.clis alld Hl$p&rtiC.11'I! 

CU'itonters Draw Attent:$orl 
ram ..,tb f"I"'1JIIII ea~pr(IUDl\. ......... 
aM' ....·"tUIJ n:I(I!"T .tl.fcl.ial: ltI • ­
1'!~lt'Ii" l"'I'up of jWI:Ipk - dIeir ­
IbDWI"I. Mic" 011 PIlIt" at 

much mort" Uktly to be njttled lot mQM' 
Jarts thall wMe apphcantl. evefl I! 
comparable inwme ItY~ls. Sinct lR!(! 
tlank$ llavt I>ffn ~\Ilrtd by (f<1t'rtll'tf'U­
laton 10 dlSdO$~ ~ht level or morqlps 
drnlf1:! IG mmorltlt5. Mosl banks hII~ 
It\)\l<lled mu.sutt'S \0 mod,/!' their uruI~f' 
II'nlm.r standards and USu.mptlOOlt ...Iud! 
tppea!t to M heJpll"lf mPr.e mioontlts 
obl.am cn;'tI11. 

"\'6 $Omt' banks an doing I>tnef. 
b~tlUSf !~ N wonunt '4¥h community 
ifOUP5 to help p: mOrt'lIi'~ money out." 
Sile BMt Dorpalefl. d:rt'C10l' oJ loan coun· 
s.el;t\g .\1 the ASsoclatlon 01 CommuniI}' 
OrgilllmatH),'!! fot Rt'form NOli>, an a4vo­
cale ¥TOOP fot 1Qi.' and moderalt' incomt 
~le" 

Banks an lWg:mnifl(1O tmdef'1:tallQ thu 
mlOOnt} applicant!. might taVf "untradl' 
tIOI'..tr' <:rt'dl! Inslt!nt$ -.wo=h as i'N!qutnt 
job challgts - but al'!' ntW1f\es CJtdit­
worthy bOr;"09.'tl"S. Mr. Dorp&!tn lAM, Ht 
&ddt'd that "banks tradltlonatiy donl un' 
oel'5l.aild haw tQ marul In low itKtImt 
nt!iflbotbood$," 

At some lnsntutkms IlIfll U N~ 
tht t"tje'Cfll)fl ~tt I'OSt 1M b1ltw tnd-

http:llppJlt.I.nU
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HLADLINE: Community Development Plan Excludes Banks, S&Ls 

BYLINE: By ROBERT H. GARSSON 

DATELINE: WASHINGTON 

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 leqislative 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. 

ident Clinton is also expected to direct the bank and thrift regulatory 
on Thursday to come up with a new approach to the Community 

Ivestment Act stressing "performance over paperwork." Criticism from Bankers 

A number of bank groups invited to the ceremony 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 said his group won't oppose the plan, though. 

"Right now, the name of the game is to try to change the administration'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 Hou,se has invited a number of industry groups to attend Thursday'S 
announcement, 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 this one to hold firm. 

Edward L. Yinglinq, director of government relations for the ABA, also 
e::;.~~:~~;~sdi5may that most commercial banks would be ineligible for rinancial 
• . But he applauded the administration for agreeing to work through 

financial institutions, rather than try to build a new network of 
'}oplII'mt banks. 



L 
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his campaign, President Clinton had talked about creating a network of 
community development banks along the lines of Chicago's South Shore Bank~ 

1'" "re very pleased that their approach is built on the existing system," said 
Yingling. Some conqres~ional aides: said the development bill could move. 

.. ___ y quickly 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.Y., has 
advocated an approach tha~ 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. D1Amato. 

However, interes,t groups involved in community development are staunchly
opposed to the idea of giving commercial banks any kind of financial incentives 
to participate. "The money should 90 where resources are scarce, and banks have 
access to other resources," said Oeepak Bhargava, banking lobbyist for the 
Association of community Organizations for Reform Now~ 

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

(AP) President Clinton will unveil his loan program 
credit-starved inner cities and rural areas this week, but the 

r "J ~ million to foster housing, small business and de"velopment is 
"',' than he promised during the campaign, administration and 
ir.v.ustry 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 Hawaii~ 
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 
Ludwig are scheduled to appear before the Senate Banking COmmittee 
to answer questions 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 1993 and asks lawmakers not to 
le~ the bill get delayed by contentious financial service issues 
such as interstete banking. 

"In too many urban and rural communities, there is a 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 

bill would authorize·S60 million next year and a total of 
million through 1997 for a new national fund to be 

nistered by e nine-member board. The fund would provide seed 
C~~ital and grants to create new community development banks and to 
support existing community organizations, who lend for a wide 
variety of purposes ranging from cooperative housing to mom-and-pop 
bUSinesses. 

The proposal is fer smaller than originally envisioned by 
Clinton. During last year's presidential campaign. he talked of 
creating 100 new community development banks. Before he took 
office, transition aides had prepared a proposal for spending S850 
million over five years and e similar plan drafted by Senate 
Banking Committee aides would have provided $1.2 billion. 

Commercial banks, particularly small-town banks, had pushed for 
a share of the money~ Kenneth A. Guenther~ executive vice president 
of the Independent Bankers Association of America, in an appeal 
delivered to Ludwig last month~ argued that hundreds of srnall i 

locally owned banks ~~are engaged in community develcpment on a 
daily basis" ana should be provided with incentives to e~pand 
those activities. 

However, the fine print in the bill virtually rules out money 
going to assist community lending by conventional banks. And the 
presidential message cited two highly specialized institutions 
South Shore Bank of Chicago and the Self-Nelp Credit Union in 

N.C. as models at serving distressed areas. 
a move aimed at blunting industry opposition, the 

plans to unveil a series of regulatory changes et 
<sda.v's ceremony. These changes would overhaul enforcement of 

Community Reinvestment Act of 1977~ which bankers have 
~ .~lained is unwieldy • 

. 'These changes will replace paperwork with performance-oriented 
standards and will include tougher enforcement measures for 



,non-compliance. f. Clinton'S draft message to COngress said. 
In a separate letter, Clinton would direct bank and savings 

institution regulators to devise new procedures by Jan. 1 to 
• 'replace paperwork and uncertainty with performance and 

ty.' ! 

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

r T, "asent a good start, and they were pleased that the money is 
•• h ;J only to highly specialized community development lenders. 

However, they were concerned that Clinton's effort to reduoe the 
paperwork burden of complying with the existing lending laws could 
result in laK enforcement. 

'~We question the diagnosis that paperwork is the problem~ tl 
said Chris Lewis of the Consumer Federation of America~ ~~In our 
opinion, the problem 1$ a recalcitrant industry and lackluster 
enforcement by regulators.! , 

Ludwig will be authorized to broker negotiations among banking 
and consumer groups on the issue. Guenther$ of the Independent 
Bankers, predicted the talks could produce a ~~win-win situation' I 

in which bankers get less paperwork and clearer rules and consumers 
get increased lending to poor neighborhoods. 
APNP-07-12-93 1711EOT 



Consumer Federation of America 


For Immediate Release Contact! Chris Lewis 
202/387-6121 

Cl!'A HAILS CLIN'l'ON INITIATIVE ON COMMUNITY DEVELOPMENT llAI!J:S 

CONSUMER GROUP URGES RAPID CONGRESSIONAL ACTION 

"President Clinton's initiative On conununity development banks 
is the brightest beacon of hope in years for low- and moderate­
income and minority communities long neglected by our nation's 
commercial banking industry," said Chris Lewis, eFA's Director of 
Banking Policy, upon the release of the President's corI 
legislation today_ 

"Too many communities for far too long have been denied credit 
opportunities -- at great fiscal and social cost to the Nation. The 
President's CDF! initiative is an innovative and aggressive proqram 
to spur capital provision into distressed communities," continued 
Mr_ Lewis. "The program 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 their charter obligations to serve low- and 
moderate-income areas -- and comcunities and taxpayers alike would 
have gained nothing," commented Mr. Lewis. 

"We have no doubt that the bank trade associations will 
continue their efforts to qrab the tax dollars when the legislation 
moves through the Congress," Mr. Lewis continued. ~We urge that the 
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· proqram is intended for people and 
communities, not run-of-the-mill commercial banks." 

"We regret that the program is funded at such a low level l " 

the CFA Banking Director observed. "Community needs and the 
potential of the program are great and we trust that the 
Administration will move swiftly to increase the funding and the 
scope of the program when budqetary problems are stabilized." 

-30­
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For Community Loa..s 
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8yJlO6£kTM_GAR$)N 
llId CI..AUI;»A L"tJMM1HS 

WASHINGTON _ President 
Ointon un~iled his rommunj· 
ty dt\j~c:al lendina pro­
IfIIm Thursday widl • mow of 
poti1ial Slrtn,th lhat suaested 
I»nb I'M)' hive troubte pinina 
reaulatof)' tdtf Ihrou,h the !ea­
rnadon. 

SlIl'tDYnded by Vke PrtsMIent 
At <.Jon, (',binel toeemarle$. • 
1af!C oonareuioMl detq;l6on. 
nesutston. b4lnUn., Ilnd oom­
munily -aivilU, tbe Pretidcnt 
raIled fcf • 1382 miUioo mnd 
(Of (ommunilY dcvelO(!mcnt 
kndtti O¥u the MAt four }'tart, 

Mf. Oinum also wed the 
four bank and thrift replalOry 
arerteln to n::view 1be Commu.­
nily Rrin\>fllmenl An. with an 
eye t.owmt mjl1(:in, PI~ 
Ind tnert.tinl lendltll in f<I:N­
income rommunitin. 

involvina me feJulaton in 
the Ptniden( m-,. have 

il\dustry drortt to 
case CU. and 

lnfUitenlnn~ 

~ 




I 
,~, 

cUms of bank kodin& J)nICtices 
~ flU a pretty JOOd ai 

of bani. buhing.~ said lot Jk­
kw, pn:sideDl of the Conwmt

Community Loan PlanUnveiled 
ContInwed fNm pagt 1 
through am!'ndmenu to com­
ml.lnil~ Ot...~lopmrn! kslslatioD, 
('~ members ..~ ill­

dicatt!d 10 liS thaI Wy an Iool* 
ina (Of a whirie f(ll' rqulatory 
relit!. and thIS ~ be it." said 
Ed....'lIld L.. Yinahna. nccuuv-c 
v~ pmidenl of the A1ru:1'ican 
Bankm AS$OCialiOl'l, 

Qlkl ArtIollladlea.tH: 

H~(ver. dtl': 1h«r marn" 
Iud< of Ibt ~n:mony en tht 
Whitt: Ho!,;se's soutb lawn. 
whi('h nn fOr neMY an boor, in.­
dicated tM administntion aM 
('on~1 leaden Wlnl to 
mOH lhr paelale throuall 
quid:ly and .ithout
_'-menu. 
~In all the years I've been too. 

byin" I've ntvef seen so much 
Itotsepower Ixhind a bankins 
btll.- said Jim But«&, who rep­
menU :k'vtraI financill iMJi­
!lilians. _ 

Tht> Senate SanlOn, Commi ... 
It't beaan worl on lhe bill ThUB­
day aficmOOlL liulc mone 1.luIn 
an hoor afitr PreUdt:nt Ointon 
finl$hcd spcakins. RqL Henry
B-. Gonula, P.Te~,. dwtman 
of tnt HOOK s"nkina Commit* 
lee. Kid he ViOUId hokt blllrinp 
JuI~ 2J and l&. _...­

T'tIe chairme1:I I,'If the th.m 
Houst lub(ommiuets (bat 
ViOUld hI~ junsclli:1io11 over the 
but ~ to pamit c:on:s:ider­
arion by the full commirtce ~ • 
t~ that win tll~ite tM pro­
mi~. 

The: most sipific:ant ebaJ.. 
fton.tt to the Clinton plan cw)d 
come in tbt Stnate. -tim: Re­
pubiiculs have men ievttqt. 

Alfonx M. O'Amlto of New 

'Yon. the Senate BankinJ Com* 
miuee·s rankiaa RepublitAn. 
araued tfw lU:I.Ieu rommt1"cia1 
Nnks are pm:'! inoealilU to 
paniciPlltt:, the Ptaidctlt's pla.o 
"is ooly. pipe dse&m:" 

NotWhat Be Prollfl.t.d 

The prOITlm unounced 
Thurtdty u rooWderably differ. 
en1 &om Mr. QinfOO'S oun­
pllp ))f'Omise iO cat&: a ntl* 
'Work of 100 communicy 
dcvclopmenl banU. 

In a brief inlnvK:w after his 
speet:h., Mr. Ointon said he bad 
~ $iocc tht el«U<m "thaI 
lhen: iJ & whole, bup: netW(l(\ of 
propk CUI l.ben: IniCJaied l1a 
GOins Ws work. aDd we dIdo't 
WIInllO mn~tW wbeel in~­
ttY community, 

-so we will be NatillJ some 
new rommuniry dt:VI!'iopmcat 
banb ill some areas.. and we 
may even b.aw .$oOrne bii banks 
WInd", 10 Uk some or thti.r 
community rrinVfltmcnt funds 
to provide rundint.~ be said 
~Bur Jf you've Jot • bank 

that'$ opm,un&. you sot • cn:dit 
uniO!t, )'QI.I sot SCmt other dip­
bIc inStitution that )lOtI CUI dnt­
malk;tIJy inm;,ue \be capacilY 
of. il mishl be bcUu to nJllllll:f;t 
tin: opacity ofUI exiwllI ilW;i.. 
luUon than creall:. DeW OM..'" 

President Oinwo mIlS sided 
wilh ('(immunity POOP' that 
bed areued llpillst pvina banks 
finallCial inccn(iYa '10 partici­
pate in tbI: proaram.. 

up"'............ 

""With. ya.r of~ profits. 

Nnks don'l need • bribe." WeI 
Deepak Blwpva, benllobbyist 
fOr the AUociatioa orComma. 
nil)' Orpnizatiol:lJ ((wo kefU'm 
Now, or AconL 

''nIe Ointon prosram pro_ 
bes IQmt mid from the I*pe!'. 
..-on butd:tn of eRA. thOUJb 
neither Ute administntion Dar 
\be rqu.le10f)' I&tnM haw laid 
.,a(II:ally how t.bc: "perfur. 
mtOC't ovt:r ~.. pl 
miaht be met. 

[D testill'lOGY befon: the Sen. 
" Bankil:ll Commirtce nUl'$­

-­SIlPI'I'QI'U ClillJ(Hf pian 

day. ComptrOller nftbe Cumn.. 
c'j '£u,enf Ludwil said 
p¢rformance.baltd standard" 
'Wl)Uid not be lied to ria)d na­
merial1.l1p:1S.. 

-But betWttDan,id' ~of 
aumcrittJ tal'J:tU u6 the J)'$­
tem we hive today, tI'IcR i:leon­
a.idenhlt room (or impro~ 
Il'IItnt.," be u.id. 

CoacemOftf*TOW! 
AI1hou.&h bubn attended 

Mr. Cii:nlOO'. annovtl¢¢metU 
al'ld .t Ieut otII! commerri&l 
btnkrt' spoke. a number -of in­
dustty ~~nutiv¢l leApm.'M'ld 
('.Ofl(t'tn owt the tOM of lhc 
~t, partiadatty CM:I' mti­

Baak.m. ~Iion. 
NationsBank Corp, dWnna! 

HUIh McCon dttiy~ a ttmt:l: 
endorn.emenl for \be proeram 
He said tbe eRA reform woW, 
leave -no Q(USH;" for bM.l: 
failing to pro"Mit (:1t!dil to low 
mooO'le bouooren. A taw lha 
Jets tot./Ihef, man: ob;i«tive 
mort qu.tilifi.ble lttndatd~ 
1M)Uld send tilt deu Il1CSS2IC t.: 
batiks tluit we will bl' me:aswer 
by oor results, he said. 

'Il"m.aru trltkU:ecl 
K.ennttth A. Guenther, ~. 

live "iet ~1 of !.he Inde­
pendent Banktrt Associatioa 01 
America. was sharply crilical 01 
Mr. McColl .her !.he temnOny, 
sayiOJ bit endorsement pw 
aWl), tht' industry', 'ba.tpim1'\£ 
power. 
~We are just sittina down tc 

ne,otiations," $lid Mr. 
Guent.her. nodna that man} 
banks stil! hope the bill can bC' 
reshaped 10 indu4e fund1i ibJ 
com mr:rcial banks IIDd somt' 
measuR' of ttp.ialory' ft:lief 
"'HUJh McColl should know b} 
now thai you don't Jive ''n} 
the batik~OJ industry's nea,otiat­
ina position in adnncc, .., don'l 
know how>' he din IIY be ~ 
for the bankinJ indUSV)'," 

Mr. McColl dcdined to £om· 
ment on Ihe criticl$ln. 

Prnidmt Ointon', ~1ive 
package' 'M:IUid eTCIk • fund to 
proviae '$$i'!t.lru;e 10 (ommuni­
Iy d!':lIeJopmen\ finatlcif.l iftSti.., 
tutiont. Mont)' would be avail­
atHe to all kinds o( unnmunily 
&:'l'eiopment lcadm but not to 
We VISl maj«i1y ofcommercia.! 
t.nk.s.. thrifts, aM mrlit UtllOM 
aot enp,ced primarily in QOm. 

murulY (\e.vtlopmetlt iendifll,­
The: mcJIWy win be anilllbk if 

fIUItChed dollar for dollar wi~ 
pMv,lt $eC1cr eonuibutions up 
10 a muimum 0( SS million tor 
iMum:l instifUti('m.) and $2 mil­
1km fur other IcnderL 
, ~ lbe )X'OIn.tn pm. 
vides 0Illy $112 million over 
fOW' yan., Treasury estimated 
thaI 1cYC'l11lf;'t will mull in up to 
SIS billion in M'W credit fot 
kJw..inrome commllAitia.. 0 
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