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EMPOWER.'IfE"'T ZONES AJ'o:1) E"'TERPRISE COMMUNITIES 
Details of Legislative ProvisioDS,.... 

A. 	 Change Ibe Way Governmenl Works In Distressed Areas -- This proposal offers 
local communities the incentives, targeted investments. deregulation and flexibility 
they need to work witb the private sector to develop comprehensive economic 
strategies to generate business, create jobs, make their streets safe. build community, 
and empower people to get ahead. No communit), will be eligible for a single dollar 
of federal enterprise support. howe.... er. unless it submits such :a comprehensive 
strategic pian that brings together the the commuruty. tbe private sector and local 
governmenl .an.d demonstrates bow it win reform the delivery of government services 
to achieve these goals. All designations. grants, awards. and waivers will be made 
through a single. competitive designation process open to all distressed communities. 
rural and urban. across the country_ 

B. 	 Enterprise Board and Waiver Autbority 

• 	 Cfrmposition or EDterprise Board: The Ad oeates an Enterprise Board 
composed of the Secretaries of HUD, Agriculture, Interior! Treasuf}'~ HHS, 
Education, Labor, Commerce, Veterans Affairs, Transportation, the Attorney 
General, EPA Administrator, SmaiJ Business Administrator, and Director of 
Office of National Drug Control Policy. Up to II other members may be 
designated by the President. 

• 	 Single Point or Contact: One Cabinet Stoeta!)' will provide a single point of 
contact for issuing lilt request for prDposals, re....iewing the comprehensive 
strategiC p:ans, and receiving requests for assistance and regulator)' waivers for 
each local commuDity_ 

• 	 Authority to D<'·elop Selection Crileri.: The Enterprise Board is cbarged 
with developing the selection criteria for designating empowerment zones and 
enterprise communities. The criteria must include consideration of the 
effectiveness of the strategic plans. tbe assurances and measurable benchmarks 
to implement sucb plans, and their innovation and promise in achieving the 
goals of the Ad. 

• 	 Waiver Aurborily: The Enterprise Board is autborized to waive OIl)' provision 
of Federal law or regulation adminisrered by the Scoetanes of HUD, 
Agriculture, HHS, Labor, or Education, if the Board determines the waiver is 
necess.!)' for achievement of the purposes of the Act with respect 10 
impiementing the comprehensive stralegic plan of an empowerment zone or 
enterprise community. The Board must consult with the relevant agency before 
grantinll any waiver. Any disputes will, ultimately. be resolved by the 
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Presiden1. 

Exceptions to 'Waiver Aulbority: Excluded from this waiver authority arc • 
rules for eligibility and benefits under the Social Security Act and Food Stamp 
Act, and laws and regulations concerning public Or individual health, safety, 
ci\'jJ rights and non-discrimination, environmenta' protection, labor relations, 
labor standards. occupational healtb Or safety. pensions, taxation or any other 
law that the Attome)' General shall by regulation exclude. 

C. 	 Competitiv, Designation Process 

• 	 Designating Sec... IlIr1e" In consultation with the Enterprise Board. the 
Seeretary of HlJD will design.te the ulban zones, tbe Seeretat}' of Agriculture 
wlH designate the rural zones. and the Secretary of Interior will designate the 
Indian zones, 

• 	 Comprehf'nsi\'(~ Strategic Plan: Applicants mUSI mtet the eligibility criteria 
and put foru'ard a comprehensive strategic plan for coordinated economic. 
human, community and physical development fOI tbe proposed nominated area. 
The plan must describe: (1) how tbe affected community is a full partner in 
the process of developing and ltnplementing Ibe plan; (2) .be extent 10 which 
the Stale, local, and private resources will be available in the nominated area; 
(3) the baseline, methods of (valuation, and benchmarks for measuring success 
in carrying out the plan, 

• 	 Re'·ocatioll of Designation: The Designating Secretary. in consullation with 
the Enterprise Board. may revoke the designation if the local government 
modifies the boundaries of a zone or is nOI complying substantially with. or 
fails 10 make progress in, aChieving benchmarks in the strategic plan. 

D. 	 Performance Rniewt IDdependenC El'aluation and Sunset 

• 	 Annual Rel'lews: Each designaled area will be Ieviewed annually Cor 
performance in achic"'ing benchmarks contained in its strategic plan. We win 
learn from the best eCforts of 110 communities all .cross America what works 
and what doesn~. 

• 	 Requiring Results: In the event of substantial noncompliance or failure to 
make progress in achieving benchmarks, the Designating Secretary may 
withhold Or reduce. enterprise grant amounts Or require appropriate changes in 
the strategic plan. 

• 	 IndepeDdeol Evaluation: The National Academy of Sciences will conduct an 
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independent study of the effectiveness of empowerment zones and enterprise 
communities and publish interim and final repons in 1997 and 2003 
respectively, Based thereon, Ibe Congress may modify, extend, expand, or 
reopen the Act, 

• 	 Sunset: Ten years after enactment, this Act win sunset. 'This win assure 
careful consideration of what works and what doesn't. 

E, 	 Number or Designated Areas (Zones) 

Empowerment Zones: 

• 	 10 lone. with 6 urban (and a total ",sident population at the time of 
designation of 750,000 or less), 3 rural (total population of 90,0(0), and 1 
Indian 	reservation, 

• 	 All rna)' be designated as early as 1994, DeSignation runs for 10 years, subject 
to early terminatjon for non-compliance or fallure to achieve results. 

Enterprise Communities: 

• 	 100 zones (65 urban, 30 rural, and 5 Indian), 

• 	 All may be designated as early as 1994. Designation TUDS fOT 10 years l subject 
to early termination, 

F. 	 Eligibility Criteria 

I. Geographic and Populatlon Restrictlon. 

• 	 Urban zones can consist of up to 3 noncontiguous areas in 2 or .fewer 
states, 

• 	 Rural zones can consisl of up 10 
.3 noncontiguous areas if located i.D ] state, or 
1 contiguous area if located in up to 3 States. 

• 	 Size: limits: 
20 square miles for urban zones. 

1,000 square miles for TUral and Indian zones, 


• 	 Maximum population: 
For cities with populations of'SOO,ooo or above, the lesser of 
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200,000 residenlS or 10 percenl of cily population. 

For cities with populations less than 500,000, zones can have a 

maximum population of 50,000 ,"".idents . 

For rural areas up to 30,000 residents. 


1., Povel'll' Rates: 

Generally, wilhin each zone, 

• 	 50 percent of consu, tracts must bave a poverty nlte of 35 percenl or 
more. 

• 	 90 p:rccnt of census tracts must have a poverty rate of 25 percent or 
more, and 

• 	 100 percont of census traclS must bave a poverty nile of 20 percent Of 

more. 

Subject to the following excoplions - ­

• 	 The Designaling Secretary has discretion to roduco by 5 percentage 
points the 35 percent, 25 percent, and 20 percent thtesbolds for not 
more than 10 percenl of the tracts in the zone (or, if fewer, S tracts). 

• 	 There is also a special exception for census tracts baving either (i) no 
population, or (ii) population less than 2,000 residents where: more than 
75 percent of the tract is zoned for commercial or industrial use. 

• 	 Central business districts can be included in ZOneS but any tract 
including part of the central business district must have a poverty rate 
of 35 percent or more. 

G. 	 lnnstm£'Dts UDder the Act -- Approximately $4 billion in tXistine investments will 
be targeled with approximately $4 billion in ~ tax incentives On empowerment 
ZOneS and enterprise communities. 

I. Enterpris. Granls -- a total of 5513,500,000 is authorized for FY 1993 and 1994 
for enterprise grants, 

• 	 Amount of GI'lIDts in Empowerment Zones: up to 530 million per year for 
urban and up to $10 million per year for rural or Indian zones. 

• 	 Amount of Grants In Enterprise Communities: Up to 53 million per year 
for urban and up ~o $1 million per year for rural or Indian zones. 
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Uses or Grants: Applicants must slate in theu coordinaled strategic plan bow• 
they will invest enterprise grant morues. Once zones. and communities are 
designated, spending must conform to tbe approved plan, Communities will be 
fr« to propose uses tbat tbey reel are most needed a.ntI effective in achieving 
the enterprise mission. Possible examples of uses include: 

creating new; coordinated delivery systems for relevant government 
services 
creating community tending or micro-enterprise loan funds 
providing technical assistance. entrepreneurial support. workforce skill 
programs and joi:>-<earch and job-matching networks in the labor 
market 
leveraging private matching support 
matching funds for community development corporations 

2. Community Policing -- A total of 5500,000,000 is authorized for FY 1993 and 
199·('for publiC safety and policing grants. 

• 	 The Attorney General may award grants to enlerprisc zones or enterprise 
communities 10 increase police presence, expand cooperative efforts between 
law enforcement and the community and assure public safety. 

• 	 In making commun;.y policing awards, the Attorney General will give priority 
to empowerment zoneS and enterprise communities and win consult with tbe 
Enterprise Board in making such grants, 

3, Inno\'at;Vt Programs and Zone Priorit)' IDvestments -- In addU ion to priority 
participation in the new funds for {he proposed Community Development Banking 
Fund, the Presiden. has also requested hi, Cabin •• to offer proposals to target at least 
anOlber $3 billion of exIsting funds within 1he zones and communities. Several 
departments have already made commitments for innovative programs equalling this 
amount, whjle other agencies have offered 10 give priority designations for additional 
agency initiatives to zones and communities, Atl of these programs and initiatives call 
for substan'ial, community-based, bottom-up planning, They will all be made 
availabl. through the designation process SO that applicants rna)' integrate these 
programs into their comprebensive strategic plans, Examples include: 

• 	 Community Pa!1nerships Against Crime (HUD) 

• 	 Up to 30 Enterprise School Communities (DoEd) 

• 	 Matching Fund for CDCs (HUO) 

• 	 SBA, Commerce, and EOA funds and technical assistance 
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• 	 School-to-work, AppreDtic<:ship, YouthBuild, Job o,rps (DoE<!, DOL, HUD) 

• "One Stop" Career and Opportunity Cenlm (JPTAlDOL) 

• Drug Prevention and Rehabilitation-to-Work (HHS/DOJ) 

• 	 Distressed Public Housing, Ae<:ess and Moving to Opportunities (HUn and 
DOT) 

• 	 McKinney Homeless Shelter, Training, Sclf-sufficiency CHUD) 

4, flexibility o.er ExIsting Federal Funds - Perbaps most valuable, waivers will . 
be granted by the Enterprise Board as appropriate to allow eacb.zonc Of community to 
implement i15 own strategic plan. This will allow loca1 communities to make existing 
federal 	dollars from man)' sourc<:s and programs go further and accomplish more, 
Zones 	and communities will then be judged not on whether they adhere to a maze of 
oflen conflicling federal regulations. but on the extent 10 which they perform in 
achic\"ing the benchmarks established in their own comprehensive strategic plans. 

H. 	 Tax Incon!;'e. for Empowerment z"nesllll!! Enterprise o,mmunltl•• 

1. z"ne Resident Empowerment Saving' Credit 

• 	 Provide a 50 perCtn! credit on zone employers' retirement plan 
contributions (for their employees who live and work in the zone) up to 
2 percenl of compensation not in excess of $35)000. 

• 	 Employer's contribution may be in the fonn of an employer match or 
non-elective contribution (iL, it may .DQ1 be in form of a salary 
reduCtion). 

• 	 Retirement plan must be a qualified defined contribution plan) other 
than an ESOP 01 stock boDUS plan, and fOl small employ.rs may be a 
simplifie<! emplo)'« pension. 

• 	 Penalty free wilhdrawals could be made 10 pay for e<!ucation, health 
expenses, and purchases of new borne, (or start a business), 

• 	 Cre<!it would be in lieu of employers' de<!uCtion of contribution. 

• 	 Credit would be in addition to the ETC. 

• 	 Employer contribution must be 100 percenl vested. 
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• No AMT offset. 


2, Low-income bouslng credit expanded for construction 


• 	 For purposes of low-income housing tax credit, zone tracts witb al least 
30 percent poverty levels qualify as "difficult to develop' area, "" credit 
is increased by 30 peTcent. Effect is tbe same as providing 91 pereent 
credit instead of 70 percent, or 39 percent credit instead of 30 percent. 

• Subject ,to existing volume caps. 


3, Tax-exempt enterprise wne faeillt)' bonds for zone businesses 


• 	 New category of exempt activity bonds created for facilities of qualified 
zone businesses located in zones. 

• 	 Up to $3 million per business per zone in bond funding and $20 million 
peT business for all ZOnes. 

• 	 50 percent of financing subject to existing volume cap. 

• 	 Bonds are excepted from section 265 bank deductibifit), prohibition. 

I. 	 Tax Ineenth'es A"allable ooly for Empowerment Zones 

J. Em ploy'ment aDd Trainiog Credit (ETC) 

• 	 From designation through 2()()(). employer credit of 2S percent of tbe 
first S20,()()() of wages earned by employees wbo are zone residents and 
perfonn all services in the ZOne. 

• 	 Ra" of credit phases-out 5 percent per year from 2001 through 2004. 

in 2001, the credit is 20 percent 
in 2002, tbe credit is 15 percent 
in 2003, the credit is 10 percent 
in 2004, the credit is 5 percent 

• 	 25 percent AMT offset. 

• 	 Qualified wages include certain training and educational expenses paid 
on behalf of the employ... 

• 	 Available to all businesses that emplo)' zone residents to work in the 
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zone. 

Z. Targeted Jobs Tax CtedU erJTC) 

• 	 Zone ",sidents would become a targeted group. Employe" (including 
employers outside the zone) would claim tbe 40 percent TITC credit on 
up to 56,000 of fi11it-year wages of ZOne ",.idents. 

• 	 Zon. employers not eligible for both ETC and TITC on first-year 
wages (may choose on employee-by-employee basis). 

• 	 Available to all non-zone businesscs. 

3. Property expensing 

• 	 Increase section 179 expensing for depreCiable property for qualified 
zone businesses from 510,000 '0 $75,000 per year. 

• 	 Expand ..pensing 10 include buildings used in qualified ZOne 
businesses, 

• 	 The end of tbe phase-out range of section 179 applying to personal 
property extended from S21O,OO to 5350,000 of property placed in 
service. 

• 	 Section 179 increase also applies for AMT purposes. 

• 	 Among other requirements to ensure close ties to the zone. qualified 
zone businesses must ha\'c; at least 3S percent of employees who are 
zone residents, and do not include certain types of businesses. 

4. Acceleraled depreclatio. 

• 	 Allow short.r ",cove,), period. for """tion 168 depreciation of 
investment in tangible property, including buildings, used in qualified 
zone businesses. 

3-year property depreciated over 2 ytaIS. 

S-year property depreciated over 3 ytaIS. 

7-year property depreciated over 4 y"". 

lO-year property deprecialed over 6 y"". 

lS-yea:t property depreciated over 9 y"". 

ZO-year property depreciated over 12 y"". 

Non-residential real property deprecialed over 22 y"". 
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• 	 Shorter recovery periods would be used for AMT pU!pOSes, 

Among other requirements$ qualified zone businesses must have at least• 
35 percent of employees. who art zone residents, and do not include 
certain types of businesses. 

S. Tax-ex.mpl Financing ror Residenl Owned Bus!nesses aod Community 
In",slmenl Corporations and Funds 

• 	 Pro\'Jdc tax-exempt bond financing for businesses and community 
investment corporatIons and funds that are more than SO percent owned 
by individual ZOne residents. 

• 	 Up '0 $3 million per business per zone in bood funding and $20 million 
per business for all zones. 

• 	 25 percent of financing subject to existing votume cap. 

• 	 Bonds are excepted from seclion 265 bank deductibiliry prohibition. 

The labor incen,ives -- ETC and TITC -- account for approximately 80% of the FY94­
FY98 $4.1 billion in lax incenlives, 

9 




EMPOWERMENT ZONES 

Across the countr)'; communities are: reeling from a decade of declining opportunity and 
rising social and economic isolation. The Oinlon Administration is introducing the Economic 
Empowerment Act of 1993 as the first piece of a larger community empowerment agenda to 
bring on a new era of opponunity, responsibility and community for aU Americans, 

The Ernpowennenl Zone proposal represents a new approach to the problems of distressed 
communities, It moves beyond the old debale: [hat the answer to every problem is top-down 
bureaucracy on the one hand or trickle-down economics on the other. 

The traditional enterprise zone approach assumed that tax breaks alone can revitalize 
communities without changing the way government does business. The Clinton proposal gives 
local communities the incentives, deregulation and flexibility they need to work with the private 
sector to det"elop comprehensive economic strategjes to attract business, create jobs, make their 
s!reets safe, and empower people to get ahead. 

I. BOITO:\-l-UP, COMMU~lTY-BASED STRATEGY: Empowerment Zones will 
be awarded throUgh a competitive, challenge grant process that gives communities new 
opportunity, bUf demands more responsibility from them in return. No applicant will be 
eligible for a single dollar of federal enterprise support unless it submits a comprehensive 
strategic plan that brings together the community) the private seC10r and Jocal government 
and. demonstrates how the community will refonn tbe deHvery of government services. 
The challenge grant process is designed to empower Jocal communities to be as 
innovative as pOSSible. 

2. ONE-STOP WAIVER AUTHORITY: An Emerprise Board -- made up of relevant 
Cabinet Secretaries -- will provide communities a single point of contact, and have broad 
waiver authority to help communities use existing federal programs and resources more 
effectively and efficiently to carry out their strategic plans, 

3.10 EMPOWERMENT ZONESA,'!O 100 E~'TERPRJSE CO:\-lMUNITlES: A total 
of liD zones will be chosen through the empowerment challenge grant process. All 110 
will be eligible for cmpowennent tax incentives and receive special priority for many 
innovative federal programs including Community Development Banks, Community 
Policing! and educalion reform. The 10 Empowerment Zones will qualify for additional 
tax incentives, including substantial Employment and Training Credits for businesses that 
employ people who Uve within the zones, 

4. INDEPENDE~'T EVALUATION AND SUNSET: The Act provides for independent 
evaluation of what works and what doesnl~ before expanding to include other 
communities, The entire Act will sunset after 10 years. 



SUMMARY OF ZONE INCENTIVES AND INVESTMENTS: 

in addition to enhanced ftexibility to coordinate strategic plans, the 10 Empowerment Zones 
and the 100 Enterprise Communities will ~\fe or be eligible tor five basic t()frTlS of incentives and 
Investments; a) Capital incentives to spur private sector Investment; b) Empowerment incentives; C) 
Employer wage credits that empower both businesses Mthln the zone and buslnesscs outside of the 
zone thal hire zone residents; d) Investment programs. sueo as community policing and erllerprtse 
schools; and e) Zone Priority Investments: A host of federal programs will give recipients of the 110 
zones priority status for grant app*icattons for investments thai may be essential to a comprehensive 
empowermenf strategy, Starred incentives ('1 are available only for the 10 Empowerment Zones, 

CAPITAL INCENTIVES 
• 	 Tax-exempt private activity bonds tor Irwe:stments in tangibte property in zone 
• 	 Expanskln of Low Income Housing Tax Credit 
• 	 Increased Property Expensing under Section 179* 
• 	 Accelerated depreciation for tangible investments'" 

EMPOWERMENT INCENTIVES 
• 	 Resident Empowerment Savings Accounts -~ tax credits for employer contributions; 

penalty-free wtthdrawals tor education, purchase of first home, starting a small 
business or invesling In community investment corporation Of fund 

• 	 ReSiden! Empowel1Tl6nt Opportunity card 
• 	 Private activity bonds tor zone businesses, community investment COfporations and 

funds, and Worker-controlled Enterprises owned SO% or more by zone reSidents-

EMPLOYMENT AND TRAINING CREDITS ('ETC") FOR ZONE RESIDENTS 
• 	 A multi-year ETC for zone employers· 
• 	 A one-year Targeted ETC for non-zone ernployers~ 

INVESTMENTS UNDER THE ACT 
• 	 Enterprise Grants 
• 	 Community Policing 

ZONE PRIORITY INVESTMENTS 
• 	 Community Partnerships against Crime 
• 	 Community Development Financiar institu1fons and Banks 
• 	 HUO Matching Fund for CDCs 
• 	 Up to 30 Enterprise SChOOf Communities 
• 	 SBA, Commerce and EDA funds and technical assistance 
• 	 School-to-Work. Apprenticeship. YOIrthbulid. YouIh Fair Chance, Job Corps 
• 	 Drug Prevention and Rehabilltalion-to-WOf1( 
• 	 ~ne Stop Shop" career Centers (JPTA). Access and Moving 10 OpporbJnffieS 
• 	 Distressed Public Housing, McKinney Homeless Shelter Assistance 
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COSTS AND PLACEMENT 

COSTS 

Tax Incentives: The President's FYI994-1998 Budget includes a total $4.1 billion over 
five years in tax incentives, Approximately 80% of tbe cost comes from the Employment 
and Training wage tax credits. 

Inl'(:stments: The Empowerment Zone Proposal aims to match that amount by targeting 
aiHi.ng investments towards Empowerment Zones and Enterprise Communities. Over 
the next two years, $500 million currently in.the budget will be allocated to Enterprise 
Grants for empowerment zones and communities. An additional $500 million wiII go to 
community policing, of which a substantial amount will be targeted toward the 110 zoneS, 

Innovative Programs: In addition, the Pre.ident has requested that his Cabinet come 
forward with proposals to target at least 53 billion of existing funds within the zones and 
communities so that there can be an equal amount of investments and tax incentives. 

Several departments have already made that commitment. For example, the Department 
of Education has already committed funding and support for local communities to create 
30 Enterprise Schools -- 24-hour, year-round community centers -- witbin the zones. 
HUD has agreed to torget 5200 million of its Community Partnership Against Crime 
funds -~ public safety and drug prevention -- in the zones. 

PLACEMENT 

100 Enterprise Communities: Of tbe 100 Enterprise Communities, 65 will be in uroan 
areas, 30 wiU be in rural areas, and 5 will be on Indian reservations. 

10 Eml",werment Zones: Of the 10 Empowennent Zones, 6 will be reserved for _roan 
areas) 3 will be rural areas and 1 will be an Indian reservation, 


