
OFFiCE OF THE VICE PRESIDENT 

WASHINGTON 

October 16, 1995 

MEMORANDUM FOR LES SAMUELS, Treasury 
MICHAEl.- BARR, Treasury

. i PAUL DIMOND, NEC 
, PAUL WEINSTEIN, DPC 
, MARK MAZUR, CEA 

FROM: 	 SHERYI.-I.- CASHlN 
Community Empowerment Board 

SUBJECT: 	 Relaxing restrictions On EZIEC Tax Incentives 
I 

Attached is an article -- pubHshed last Friday in the Baltimore Sun -- about the 
impediments presented by the 35%-resident-employment requirement I believe this artIcle 
underscores the need to seck sensible changes in the existing EZ/EC program (both for 
sectjon 119 expensing and the private activity bonds)) regardless of whatever other incentives 
or expansions we might champion in the context of budget reconciliation. Such "technical 
corrections" would im'prove the potential for a signature Presidential initiative to succeed. , 

My understanding is that many of the potential changes being contemplated by 
Treasury to relax eligibility restrictions on the EZ bonds prescnt modest additional costs, as 
perhaps would be the c.1Se if such changes were also applied to eligibility for scctio~ 179 
expensing. I would be happy to work v.'ith {hose of you who are refining the current list of 
options to .address these issues. 

cc: Jack Quinn 
Kumiki Gibson 
Gene Sperling , e ftiCcRCCd'""] 

PAINTED ON AEcYClED PAPER 



R es limit 

usinesses' 


tax reaks 

!lve wIthin the bounduries orEIl1IH'W"I'lllcnt ~mw 
the empowerment woe 

has residenc.\' even If the (lompllnles them

selves.areln the wne, 


rCi illiI'cmon!s "That's ludlcrous,~ snld 
Donald "Duke" Zimmerman, 
president of Globe Screen'II's an impossible goal' 	 Print, n fourth-generation 
family-owned Southwest 
BallimO're printing eompnnyH" i~(~I'eell! where two of 40 employees 


of ",ori,CI'S must live in the empowerment 

zone. "We'd hnveto tum over
live',iu iU1!a 	 a t.hird of our company to 

qualify. Irs an Impossible 

gouL" 


By ERIC St:emu, Globe ScreenPrint and 

UOtPHAPI' other buslrH!SSeS stHl quullfy 


I for federal tax credits Of up
-c~~~-~~-

Several businesses in Bal· to $3,001} 1See Empower, 4/1 j 
tlmore'S empowerment wne 

nre upset at being shot out of 

the biggest tax breaks of· 

fered' under the revltuhzi.\· 

tion effort because they do 

not meet a federaJ require

ment that more than a third Baltimore Sun 10/13/95 

of their employees live in the 

'Zone. 


,\utl economiC develop
ment officials working for the 
eity and tht: empowerment 

zone fillY their efforts to re

eruit cmnpumes in relocale 

in the SI00 million rcvltalil.a· 

tiOI) urea are being ham, 

pered by the same federnl 
regulation. 

Under federal law, compa.: 

nIcs cannot qualifY for acrel

crat cd depreCIation of equip· 

ffl<.!ot <)r $37,$00 and 

tax>cx~mpt hond fina:1dng 

M \:p t" $:1 mi:lion unless :I:) 

pe!'cen~ of tlle:r employees 




Rules limit'empowerment zone tax breaks 

~..-.-- 

fEmpOUJer,from Page 1Bj 

for ench employee who Jives in t.he 
city'S empowemlent zone in Bast, 
West and South Balt!more, 

Bt.:t companies \\"ith, skilled, 
longtime workers say the~restric· 
tions on the larger breaks create a 
Gn.tch·22: They cannot expand 
t.helr business and h'1crease the 
number orzone residents they em
ploy withOut the tax :nititttives. 
and they connot Qualify for the ini
tiatives until they up their per
centage ofzone residents. 

Ferleral officials have proposed 
relaxing one of the regulations, 
They have suggested that new 
businesses locating in empower· 

. mcnt zones be given f< year to 
reach the 35 percent threshold 
and have asked for public com
ment on the proposal. Baltimore 
empowerment zone officials wi!:nt 
to see the regulation broadened. 

"We want to gl\'C a comment 
. that we 11kc the regulation and 
! want to see it extended to au busi" 

nesscs," said WI:llam E, Cadson, 
counsel to the Empower ~Balti

• 

more Management CQrp., the 
qunsl-pubi!C organization that ad· 
ministers the city's empowennent 
:l:one. 

The U.S, Department of Hous
ing and Urban Development, 
whIch 1s helping to oversee em
powerment zones in Baltimore 
and flve othercities:, hasn't taken a 
formal position but recognizes the 
problem. 

"HUD'snwnre that concern has 
been raised," said Alex Sachs, a 
HUD spokesman. 

It also is an issue that has been 
rnised by companies being re
cruited to locate in the empower
mcntzone. 

"We"ve had the issue come up a 
couple of times," said usHe Bend
er, n consultant working with Bill· 
timore's empowennent zone in 
trying to lure !1ew companies. "If 
you're eorning from Baltimore 
COUnty or Hownrd County, you 
mJgtu have people commuting." 

Michele Whetley, execuUve vice 
pre$ldent of the BaItunore Devel
opment Corp. (SDC) , the eity's 
economic development agency,

I agreed that the 35 percent re
quirement. "doc$ limit" t.he useful· 
ness oCthe tax break$. 

"There's some opinion that 
that part of the law was ennct.ed 
with less t.hought than there 
should have been on how it would 
impact on business attraction and 
development strategies," Ms. 
Whcllcy said. 

In cases where businesses don't 

qualify for the large empowerment 
zone breaks, she said. "We're look
ing at other opportunities for !t. 
nancing." 

Globe ScreenPrint in July reo 
eeived a $100.000 BDC loan In July. 

Mr. Zimmerman said he is 
grateful for the asslstance:, but 
said he also (ould use the larger 
empowerment zone breaks to up· 
grade his bUilding and equipment. 

Describir.g the 35 percent reT 
qulrement as "an absolute: killer 
for any established business," he 
seid: "It seems like the whole fern· 
powerment zone! is ske:wed to 
bringing UPStart companies to the 
zone," 

Joseph Vn;n1ik, the chiefexeeu
Uve omcerof Depsco Servkes lnc., 
a machine shop and metal fabrica
tor in Southwest Baltimore w;-:.ere 
three of 70 employees are zoned 
residents. agreed the requirement 
was "absolu~lj' unreasocnble un· 
less I .start a. brand new company,

"An ex:.lstlng company would 
hove to grow by that. 35 percent or 
let go longtime employees," he 
said. In either case, he said, he 
would have trouble hiring the !dUd 
of sldlled workers he needs from 
the nelghborhOod. 

Maryland Cher:1ical Co., a 
chemical distributor located sinee 
1953 in whilt is now the empower· 
ment zone, has 22 employees. 
none or whom lives k. the zone, 
said Jeanette Partlow, the compa· 
ny's cUmplill.!lCe manager. 

I 
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EMPOWER!vlENT ZONES AND ENTERPRISE COMMIIl'ITfES 

URBAN 
o E.'Ilpowermtrtt Zone 
• Supplement!:! Empowerment Zone 
• Enhanced Enh::rpri,e Community 
• Enh:rpriSe Cotnmunlty 

Rt;RAL 
• EtnpQwtmlent Zone 
• Er.:e:pr:,'iC Comrr,unity 

I 
E.\JI'OWF;lt;\U;!'I<T ZO:'\E tEZ) 
CaUfaml.'\; l.,.1)$ An1!t!e$ 
California O,.;.;1mttl 
Georgia: Atlanta 
l1!ifloi§: Chicago 
Kentlll:Ky: Kel1lul,;ky 1 ligl:lauib· 
MIlfYIl.nd: 81lJdmore 
MassachWit:t&: Bo.ll6:l 
Mi;;:;igan: Detroit 
Mississippi: Mid Dtha· 
Mi.souriiK.llII5U'i: Kansas City, Kansas 

City I 

New Yurk; Harlem, Bronx 
Qh:o: Cb:l'i:!'!nnd 
P~s¥l"u.iaJNew Je.rscy: Philadelphia. 

Camden 
Texa;:: !-1oUi;(Un 
Te"M: Rio Graude Val!cy* 

ENT[ttPRISE CO:'4MUNnT {Ee} 

AlabllllUL llirmingham 

Alabama. Cbambers CQunty· ! 

Alabama: Greene., Stmlrr Coun1ies~ 


Arizonli: Phneni~ 


M2(>na: Aritor.;; B;:mier-

Arkan.. as: Blst Cenl1l1l+ 

ArkWlSllS; Missmippi County· 

Ark"nws: Pu!~st..i Co~mty 


California: Imperial County" 

Call1omll!! L.A, H\l11tinglOO Park 

California: Sntl Diego I 

CaHrO:llfll: SI!.1 Froncisro, t!l)yview, 


Hunter's Point j 

CaElan!ia: Wutwnvil:e" 
Colnta(\o Denver 
Connettlcut: lltidgepQrt 
Con!lCl:tlcut New Ha.en 
Dds_e: Wilmington 
Distict of Columbia; WasnltlgIDa 
Florida: Jachna Comlly· 
Florida: Tnmpil 
Florida: Miami, Da& County 
G~crgill; Albaay I 

Gtorgia: Ctntral Savarmw' 
Georgia: Crisp. Dooley C(!untks~ 
Illinois: Ean5t !Auis 
lllino:5: Springfield 
Indl.uta, Indiarl!tp<l1is 
!:IWll: Des Mr;incii 
Kenll)~ky: Loui;;vlile 
l(l1,luiaoa: N.mh~i$t !)e!:a" 
L;)uislanll: ,V:aeon Ric!;!" 
Louisiana: :Sew Orkar.s 
louisiana: Ouaeblra Parish 
Ma~~IlM:Ui;: Low~1I 

M!lSsm:hlls~US: Springrleld 
Mich(t~: Five C3p* 
Mkhig&rl: !'lint 
Michigan: MU5kegOO 
:v!ir.."Iesota; Mim;eapoti, 
Minnesota, SI. I'aul 
MississiflPl: JacksOrt 
Mississippi: North {)~Ita' 
Mlsrouri: E!!$l Prai.:ic" 
Missouri: 5[. lOllis 
Nehraska: Om"':" 
Sevada: Clarke COOJlIy. las: Vegas 
New Hampshire: Manchester 
New Jersey: Newark 
New M~iro, Alouquerque 
"s(w Mexico: Moro, Rio Arriba, Too, 

C(l!.ml:es" 
New York Albany, $chenel:tady, THI: 
New Vcrk: Buffalo 
"Sew Yorll: Newou!gh, Killgitrm 
New York: Rocl\.:stcr 
Nonh Clrfllilla: Charlotte 
l'onh Carolina' Halifax, Edseoombe, 

Wilson Cllutl1ies· 
North Carolina: Rube...,:! Co~'1ty' 
Ohio, Akron 
Ohio: Columbus 
Ohi!l, GrelllCr t>urtsmcmh· 
Oklahoma: Choctaw. MtCurlaill 

Caunties* 
Oklahoma Oklahoma CIIj' 

Ofl~'gon: Josephine· 

Oregon: Portland 

PCrll\((yl'illtlia: Harrisburg 

Pcnnsylvlll'lill L.oek HaH"I'f' 

Pf:nmylvania: T'l!tsburgh 

Rhode l.tand: Pftlvjde:nct 

South Dakota" Beadle. Spink COUIl!\es" 

SOuth CMolirl;:r Chatlest(')rI 

SOllth Ciirolina: W:l1inmsburg COllnty'" 

T(HfJeSSC<:: Fayette. Haywo\x! 


CO",It\llo' 
TI:Ilfie}:;ce: Memphis 
Tennessee: Nuhville 
Teatll:ssedKetl:llcky; Sect!, McCreary 

Counties' 
T()I;IW DIIlIIIS 
TC)I;as: EI Paso 
Texlls' San Antonio 
Texas' Waco 
UMh: Ogden 
Vennont: !Jllrliflgtoll 
Virgl.nia: A;:coO!xk· 
Virgiuia! !>JQ/fulk 
Wl\£hbgton: U;W(:1 Yakima· 
W!I$hL'1gton: $(llttl(l 
Wa.;hilltl(lr,: '3!lOma 
Wet: Vift;lnia. \Vest Centml* 
Wc~! Virginia. HUnlingtou 
West Vtl[.lil1i~: Mti)ov.eC" 
Wiscoosin; Milw!luku 

http:Mti)ov.eC
http:MIlfYIl.nd
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I " THE P:OIJITICAL INTEREST', 	 , .. . 	 , ," • ' MIchael KnImer 

HopeGrows inHarlem . 	 \ '" · OLmCJANS OOPtNANCE IN PLA.CES UxB lWU.EMMm 
the South Bronx. They tour and deplore and prom~ 

'ise.andverylittleever¢hanges.Lastweekitwas-Bill 
, Clinton's turn. At Il church in Harlem across the,

stn:et from an nbllndoned building and down the block from 
a crack botise. the mflSte:r('Ifempathy'was strnngefysubdued. 
Per/ul.p$ becau$e $0 much of his agenda is perceiVed of as 
dead «dying. the staple ofsuch appea.ran.ces, a litany ofAd· 
mini$tmtion acOOmplishments. Wll$ largely truncated. There 

.	was a bit of boasting rWdve done mom in 20 months than 
anybody has in a month of Sundarsi. but Clinton's ovenill 
tone \W$ plaintive, "'One of the things I nut lOr President 
ahwt:" be mUd, setting a rather mintm.aUst goo! for an activist 
leader. "'was just to &et us to face' 
OW problems "8'in ' , , and go to 
_onthcminsteadofJustlAlk. 

'ingabou,lhem.J!lhe_," " 
CMm bis muted remarks.. 


Clinton .seemed luud1y aware 

that some in Harlem are already 

beginningtoleelthe_ofhis 

presidency. 1'1 definite,' $Ubstan~ 

tive dwlge in direction as. bow~ 

ever incrementally, Clinton refo.. 

..... government spending and 

lTlO'IIe$ to implement proposaJs 

tha'hawlangWhedfur_


,Along Harlem's main thor
oughf.afe. 125th Street,.: bUsiness 


P 

isboomlng..fuootionofindige-
nous forces mostly but of Clin* . 

tQn'$policies 1.<; well, The vacancy 

rate for commercial prirperty ,is 

Jess than $!~, and space is renting 

fur more than $30 pet sq. ft., 
abottt the sume as in midrcwn 
Manhattan, an astounding surge. 
New storeswill soon dot the cross 
streets, and nearby housing units 
;tre being: rehabilitated. The priwte investment responsible 
for momof this growth is following rising incomes and the re
tum ofbettel"of{:fumilies, Perhaps most important is the an
ticipated designation ofthe area ItS one of the ration's first six 
empowerment wnes. "EZs."as they are known, are the latest 
incarnation.of un old idea formerly ~Ied enterprise zones. 
"-'hat Chnton'sadded tothe notion beyond tax incentives for 
oosinesses is Ii panoply of social services (day care and job 
traIning being the most prominent) designed. to produce a 
work force capable of staffing the enterprises likely to be at
tracted by the tax breaks, After the Harlem-South Bronx EZ 
is: rormnlly app~ later this year. thc Fcdcrnl Go'>'emrnent 
wiU pour $100 million info the area, un llmounl New York 
Clfy and Slate will malch. Added in the total $300 million 
will be about $10: million tn low-interest loons from F1eet 
Bank "Only rome- rorporatiol15 see the opportunities a...·'3.il
able," says I-leet's James Murphy. "Others will wake up be
fore. long and leverage the thing further, Harlem's coming 

, 

bacl:.&nd the EZdeservesalotofthe'credit'" " 
. ~backandbe1ngbaclpnedUfetent.of<X>Um)l, Har

lem's depression is still st.a;ggeri.ng. ~ female-headed 
households ac:rount fur 63~ of aD hoosebolds: with clUldren. 
'Fbrty-two percent ofthe ~ has an incOme below the 
poverty line. Bbck men lMng' in Harlem me les> likely to' 
reach age 6S than men in Bangladesh. 'lbemurder tate tor 
males nationallyis 102perloo.OOOpeop1e; ~ Ilarlem ft'soYm' 
100. The areas infant-martality rate is ~higbtll than that of 
NewYork City as a whole and canbe attributed ~ to£leo. 
hoI and drug abuse by expectant mothers" " ' 

Some of this horror will be IIlleviated by Clinton', crime . 
bill; 'more cops will walk Harlem's streets. Int:reascd Head 

Start slots are ooming tt)Q, al.()ng , 
with -lUl1!dn>irprognuns and 
additional dollars fur day ...., 
Above all,tbe newly ~ , 
eai'ned·inOOme tax credit. a Clin~ 
ton triumph, \ will lift .bout· 
S4,OOOworldng-poorfam.iliesout 
of poverty, When JuDy iropre. 

, ,mented. about $100 million in 
new credits will come back to 

lIatlem, and mofl (If that money 


' will'" open' ri8J>t there, ' , . 

Public education. in trouble 

"""'}'Wit'" and in = 
. throughoi.it New Yorlt City. is 
,woise in 1W1em.' where union' 
ruJe....... thattho__!» 
tent ~ are assigned. As Ii 

,result, barely ~'ofstudenb1 are 
perfunning.~,above'grndeJ.eV.., 

, • At JuniOr HIgh SclwoJ 43, 
Which, is :fairly. representative, 
class size aVeniges more than ~ 
'Students. disdplinc is bit or miss" . 
books "are ~Us1y, lacking 

< ~ ,and there aren't even enough 
chrurs to go ID"QUIlI;I. like airlines that overbook.Jhe sChool 
countsQn absentees, When "tOO many" stUdents miraculous.. 
Iy show up, teachers ncgotl.ate among themselves for chairs, 
Most of this tnlgedy is due to local budget cuts. One promis
ing program is Teach for America, which trains eager, ideal
isticcolwge graduates toservc in theratlon's most distressed 

. regions, By including Teach for America in his National ser
vice plan (which already has 20,000 Amerioorps votunteetS, 
more than the PeaooCorps ever had), Clinton wid add teach
ers to the classrooms of Harlem, lfhe wins his fight to rcdis~ 
tribute$U billion in federal education aid according to need, 
those classrooms will get more money too, . _ 

Jimmy Carter n:rnt vi...ited what will soon be- the Harlem-
South Bronx EZ in 1977. Ronald Reagan loured the .same 
strect~ tn 1980. declaring he'd seen nothing "that looked like 
this 5lnce London after the blitz-." Neither delivered more 
than rhetoric.. Clinton has ptedgcd the least, but at least he';,> 
del:ivering~mething. -Wfth~b)'''!.ttJfLofaro!~IIIYotf( 

i 

TIM E. (lCll)[IER .w..t994 41 

http:perfunning.~,above'grndeJ.eV
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THE WHITE HOUSE 

WASHINGTON 

September 21, 1994 

MEMORANDUM FOR ope PROGRAM STAFF 

, 11,lll, 

FROM: Carol H. Rasco~ 

SUBJECT: Procedures for DPe Review of Empowerment
Zone/Enterprise Community (EZ/EC) Applications 

I ' 
The following ar~ revised·quidelines and procedures for review of 
the Empowerment Zone/Enterprise community (EZ/EC) applications by
Domestic policy Council' (Ope) staff. Please review these 
guidelines and procedures carefully. In order to insure that 
this Presidential initiative is successful, we will need each one 
of you to carefully review these applications., 
Background 

On June 30, 1994, the Departments of Housing and Urban 
Development (HUD) and Agriculture (USDA) received 525 
applications from communities applying for EZs and ECs. HUD 
received 295 urban applications (77 of which are for Empowerment
Zones). USDA has received 230 rural applications. 

The coordinated proces~ for reviewing these applications will 
proceed over the summer. Secretaries Cisneros and Espy will 
consult with the members of the community Enterprise Board on, the 
results of the review process, before making final designations. 
Designations are expected to beqin sometime in the late fall., 

The review of these applications will be closely guarded. USDA 
and HUD have leased space on 7th and 0 streets, SW (Reporter's 
Building), which will serve as the government-wide work site for 
all members of the community Enterprise Board (CEB) to review the 
applications. No individual who has not gone through training 
will be allowed into the reviewing area., 

Reviewers from ~SDA, HUD, HHS, Transportation, Justice, Commerce, 
Education, SaA, and EPA are work1nq in teams for comprehensive 
review of all applications. After analyzing the applications, 
each team will make a presentation to a Ratings Panel of three to 
five individuals. The Ratings panel will rate each application 
on a relative point scalet points will be awarded in specific 
categories, including the quality of the strategic plan, the 
strength of assurances of support, the quality of community and 
business sector input, innovation, community partnership, and 
need. The Ratings Panel will then submit its recommendations to 
the respective secretaries. Secretary Cisneros will then review 
the recommended urban applications and Secretary Espy will review 
the recommended rural applications~ The 40 best applications 
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will go to the community Enterprise Board (CEB) from secretaries 
Cisneros and Espy. At that point, the members of the CEB will 
possibly only have approximately one to two weeks to review the 
recommendations. 

Membership of the CEB is as follows: 

vice President (Chair)

Assistant to the President for Domestic Policy (Vice Chair)

Assistant to the President for Economic Policy (Vice Chair) 

secretary of Aqriculture
Secretary of HUD 
secretary of HHS • 
Secretary of the Treasury 
secretary of the Interior 
secretary of Commerce 
secretary of Labor 
Secretary of Transportation" 
secretary of Education 
Attorney General 
Director of the Office of National Drug control Policy 
Administrator of the EPA 
Administrator of the SaA 
Chair of the Council of Economic Advisers 
Director of the Office of Management and Budget 

Hb~t's at ~~ake 
i

104 designations will be awarded. 9 of these are Empowerment 
Zones (6 urban and 3 rural). The other 95 are Enterprise
communities (65 urban and 30 rural). 

I 

communities who win
I 

designation as an Enterprise community 
receive: 

J
1. 	 Tax-Exempt Facility Bonas for certain private business 

activities. This new category of private activity bonds is 
available as a tax incentive to finance purchases of 
business property and land in both ECs and EZs. 

2. 	 $3 million in EZ/EC-Social service Block Grant funds to be 
used 	for economic and human development; 

3. 	 Special consideration in competition for approximately $3 to 
$5 billion in Federal programs. 

4. 	 One-stop Shopping for program/regulatory flexibility through 
the CEB. 

) 
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Communities who win designation as an Empowerment Zone receive: 

1. 	 All benefits provided to ECG. 

2. 	 SUbstantial EZ/EC-SSBG funds: Up to $40 million for each 

rural zone and up to $100 million for each urban zone. 


l. 	 An Employer Wage credit for EZ residents to extended to· 
qualified employers engaged in trade, or business, in EZs. 
The Credit is available to any employer engaged in a trade 
or business in an EZ, even if it is not an "Enterprise Zone 
bUsiness." The tax credit is up to 20% of the first $15,000 
of qualified wages and expenses for training paid Or 
incurred to each resident employee who meets the relevant 
criteria; 1 

4~ 	 Businesses are afforded an increased section l79 
Deduction for qualified properties. The maximum 
Section 179 Deduction for depreciable tangible property
(not land or buildings) is increased from $17,5500 to 
$37,500 for EZ businesses. 

,Procedures 

Each 	of you will be asked to comment on the recommended 
applications submitted to the CEB by secretaries Cisneros and 
Espy. You are more than welcome to comment on all aspects of a 
particular application, but your chief focus should be on those 
parts that are related to your is~ue areas. Your comments should 
be guided by the following: 

1. 	 Is the strategic pla~~ as it relates to your issue areas, 

innovative? 


2. 	 Is the strategic plan, as it relates to your issue areas, 
consistent with the President's goals/major policy
initiatives? .will the plan promote those goals and policy 
initiatives? ,. 

3. 	 Is the strategic plan, as it relates to your issues areas, 
likely to be successful? will it promote change? Will it 
make 	people's ,lives better? 

4. 	 will the waiver requests, as they relate to your issue 

areas, promote innovation? Do they address real problems?· 

Do you recommend that we approve the waiver requests? 


5~ 	 Are private sector, state and local 90vernment resources 
being leveraged effectively and to the fullest extent 
possible? ' 
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6. 	 00 you believe the plan was developed with community 
participation,as it relates to your issue areas? Does the 
plan focus on bottom-up approaches to community development? 
will it empower community residents?, 	 . 

, 
7. 	 Are the programs requested for targeting to the EZ/EC 

appropriate for the purposes requested for in the 
application? Is this the best use of these program dollars. 

B. 	 Does the plan effectively promote coordination? Is 
reinvention an integral part of the plan? 

9.. 	 Is the money ;truly bein<;J used for programs (soma
governmental 'entities will want to use the money for budqet 
shortfalls in, existing programs or administrative costs). 

, 

Much of your focus will be on how a particular community proposes 
to utilize the Title XX dollars. However; you should also note 
where the tax incentives are being used to promote Administration 
policy goals. .For example, a commitment from private sources to 
use the new tax-exempt private faoility bonds to finance the 
purchase of a building for a new child care facility, community 
health center, or a community development credit union. 

APPLIOATION REVIEW OPTIONS 

Qption 1 

1. 	 Place all 40 applications in Room 211. They will each be in· 
a box and review sheets will be available to each ope 
staffer. Each staffer will be responsible for reading their 
relevant sections. After completing the review, they will 
sign a log after they have read the application and fill out 
the review sheet. 

2. 	 Bruce Reed and Paul weinstein will review the comments and 
make a recommendation to me. 

option 2 

1. 	 Same as option, 1. 

2. 	 Bruce Reed and Paul Weinstein review all the applications 
and recommend the ten best to me. 

3. 	 I convene a 9~OUP meeting of the staff to discuss the ten 
, ' best. 
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Option 3 

1. 	 We divide the applications up among staff. All the 

applications will remain in Room 211 which will serve as a 

reading room~ The lead staffer will be responsible for 
reading their, applications. 

2. 	 Bruce Reed and Paul weinstein review the comments and make a 
recommendation'of the top ten to me~ 

3. 	 I convene a meetinq of· the ope and other relevant White 

House staff to discuss the top ten. 


One final note. The review of the EZ/EC applications is highly 
. confidential. Please be advised that staff should not be 
discussing these applications with anyone outside or inside the 
administration with the exception of other OPC staff and then 

White House staff participating in this review process. 


I . 




THE WHITE HOUSE 

WASHINGTON 

June 20, 1994 

MEMORANDUM FOR CAROL RASCO 
BOB RUBIN 

THROUGH: 	 BRUCE REED 
GENE SPERUNG 

FROM: 	 PAUL WEINSTEIN 
SHERYLL CASHIN 
PAUL DIMOND 

SUBJECT: 	 NEXT STEPS ON EMPOWERMENT 
ZONES/ENTERPRISE COMMUNI11ES 

Since the beginning of the application process last January, inquiries about a second 
round of Empowerment Zones/Enterprise Communities (EZlEC) have been growing. 
Secretary Cisneros has been promoting the idea, And OMB, as part of its FY 1996 Budget 
Process, has included a second round of empowerment zones as an option for consideration, 

We djsagree with any proposal to inslitutc a second rouno of EZslECs that simply 
duplicates the existing program. However, we believe there may be SOme low-cost options 
for ,an additional round thai would be effective and would build on the most positive aspects 
of the program. Such a proposal might include providing a Jow cost capital tax incentive - 
as opposed to the expensive wage credit -- and grants to designated EO; and sume additional 
sites, 

We fcar that if we do not engage in a deliberative process On this issue, a second 
round option may ultimately he adopted that is not cost-effective. We arc also exploring an 
idea about a Government Sponsored Enterprise (GSE) option th3t could be part of an urban 
package 1hat would not be' limited to the zones. We propose that the DPC/KEC, in 
consultation with the Vice President's office, hcgin discussions on this issue. 

If we ure going to have any influence on the content of the FY 1996 Budget regarding 
EZlECs I we need to rcach a consensus over the next scveral weeks. 

'Ibere arc several c{)mpelling reasons for building on the existing EZIEC initiative: 

fjru, us recent news anicles from acro....s the country indicate, the Administration's 
EZJEC initiative ha... had its intended effect of hringing together diverse partners in a 
community to focus energy on a distressed community -- partners: that nonnally do not work 



together. Many of these reports indicate that communities have for the first time developed a 
"holistic" approach to economic revitalization and public-private partnerships have developed 
as a result of the application process that will be a force for change in the future. 

Second, because we will only he designating nine EZ.~ this' fall} there will be a number 
of communities that will be disappointed who may have been descrving of a designa1ion. By 
announcing that we will be plannjng (with the help of Congress) a scco~J round. we can 
diffuse considerable tensions around the initial selections. 

',' :rhird. a second round would provide a strong inccntive to designated ECs to fonow 
through on their strategic plans and commilmcnts. 

We recommend that you convene a: meeting of Bruce Reed, Gene Sperling, Jack • 
Quinn, Kumiki Gibson. and us early next week 10 discuss this issue. 



THE WHITE HOUSE 

WASHINGTON 

June 13, 1994 

MEMORANDUM FOR CAROL RASCO 


FROM: 	 Paul Weinstein 

SUBJECf: 	 Empowerment Zonc/Entcrprisc Community 
(EZ/EC) Designation Process Timetable 

. Last Wednesday, HUD briefed us on their proposed process for screening the EZ/EC 
applications. Attached is their overview of the process and a separate memo from Peter 
Ncchcles on USDA's. , 

Two issues came up which you need to consider: (1) At wh'.1t point do the Vice 
President and the you and Bob Rubin wish to have your staffs involved in the process of 
reviewing appli~tions? and (2) is HUD's proposed completion date of September 1 early 
enough for the White House. 

1) I recommend White House Staff not review any application until Secretary Cisneros 
and Secretary Espy present their (40) finalists to the Board around the end of August. This 
differs from the agreement reached in the May 26 designation memo from you, Bob, and Jack 
which" stated White House staff would review applications prior to review by the secretaries. 
I believe such a policy is dangerous because it would give the appearance of White House 
political interference. In addition, reviewing 200 applications is probably not the best use of 
White House staff time. (The reason this is an issue is that Jack Quinn originally wanted the 
staff for OVP, NEC, and DPC to review all the "most viable" applications. I am not clear on 
his current views of this matter). 

2) Although the agencies feel they can complete the selection process by mid
September, they feel they need more time (particularly USDA), because they will need to 
have some negotiations with applicants about perfonnance agreements, changes in their 
strategic plans, and conditions for receiving waivers and program funds. These negotiations 
could take place after designation, but we loose much of our leverage in these discussions by 
waiting until that juncture. However, delaying the completion of the process after mid
September will make it difficult to announce any designations before the election. I remain 
convince that it would be a mistake to choose any EZs or ECs before the fall election. 

Agree 

Discuss Further 

Bruce Reed 



THE GOALS 


." " 13upplement a review process that produces by September 1," 1994 
all information necessary for the" Secretary to begin-consultation with the "_ 
Community Empowerment Board (CEB) and then make final Empowerment Zone 
(EZ) and Enterprise Community (EC) designations. , 

• Provide a comprehensive and efficient system to solicit the input of 
other federal agencies regarding Title XX funding eligibility, program waivers and 
program funding. 

" " 

• Make available the necessary space, resources and equipment to 
enable representatives of the CEB and other federal agencies to review EZ and EC 
applications and deliver the resulting information to CEB members. 

• Guarantee a fair and open process ensuring that the best applications 
with the greatest opportunities for success are presented to the Secretary and CEB 
for review and decision. 

• Work,coliaboratively with the Department of Agriculture to coordinate 
the HUD and USDA review and designation processes. 



THE TOOLS 


•. Central location for all EZ and EC activities at the Reporter's Building 
directly across-from HUD on Seventh-Stree~_ All HUD and USDA staff, along with 
all staff of other federal agencies, will work from this central location . 

. 
• Full integration of HUD and USDA operations, including central filing, 

computer, duplication, fax and other systems .. 

• Custom-designed, computer-based system permitting quick entry of 
information and standardized measures of application completeness and eligibility. 

• Training programs for all HUD and non-HUD personnel concerning the 
evaluation of applications, use of the custom computer program, and other 
necessary skills. ' 

---'. 




THE PROCESS 


• June 27 
. \ 

. • Training of all HUD and non~HUD personnel begins. 
,, ' 

1 

• Full EZ and EC operations t~ansferred from HUD headquarters to 
the Reporter's Building. 

• June 30 

• Applications arrive at HUD headquarters and are transferred to 
the Reporter's Building. . 

• Basic application information is entered into the computer 
database, providing a complete catalogue and profile of all applications received. 
This process will continue over the Fourth of July holiday weekend. 

., 
-'--. 
' ~.. 



• July 5 

• - --EZ and EC applications are available for inspection by 

representatives of theCEBand other federal agencies. 


-.- - -.. - - -... ----.. ------ -_. .... _--_. - --\..---_._ 

- • Review of applications begins __ 

i 
. 

_ • The reviews will be conducted by trained HUD and other 
federal agency staff members working in teams of five. 

-
_. Each team will be supervised by a HUD official 


experienced in the review of economic development proposals. 


• Each reviewer will be responsible for a series of 
applications; each application will be reviewed for completeness, eligibility, requests 
for federal waivers and funding, and content. 

• Fach review will result in presentations to the team 
leader and other team members. As a result of this process, each reviewer will be 
fully prepared to make a comprehensive presentation to the Rating Panel. 

-.--'.



• July 11 

• The Rating Panel begins hearing presentations by 
application reviewers. 


\ 


• The size of the Rating Panel will be determined by the total 
: number of applications received; it is likely to consist of three or five members. 

• The Rating Panel will accomplish the following tasks: 

• Comprehensively review, and listen to reviewer 

presentations conocerning, each EZ and EC application. 


• After reviewing all applications, rate each application 
on a relative point scale; paints will be awarded in specific categories, including 
the quality of the strategic plan, the strength of assurances of support, the quality 
of community and business sector input, innovation, community partnership, 
and need. 

, • , Throughout the review process, distribute to other 
federal agencies' applications that are likely to re'quire quick decisions on federal 
program waivers and funding availability. 



• July 12 
, 

• The Rating Panel notifies other federal agencies that particular. 
applications are available for review to determine federal program waivers and 
funding availability. _ _ __ _\_ ~_ . _ _ 

• Other federal agencies begin r~viewing the applications at the 
. central HUD/USDA location; computers, copying equipment, and work spaces will 
, be available for representatives of these federal agencies. 

• August 19 

• The Rating Panel completes its review of all EZ and EC 

applications and begins scoring each application on a relative point scale. 


• The Rating Panel incorporates the decisions of other federal 

agencies regarding program waivers and funding availability. 


• September 1 

• . The Rating Panel presents the results of its work to the Secretary. 
" ~'-~ 

• The Secretary begins his consultation with the CEDand then 
makes his final designations. 
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USDA REVIEW PROCESS 

EMPOWERMEI\7 ZONE AN!) ENTERPRISE COMMUNITY PROf: RAM 


ORAflGOALS 

.. Selection process that will provide the Secretary wilb options to present 50 of 1he most 
appropriate demonstration projects. in rural America prior to ~eptcn1ber I, Ig9·1, 

• Implement a selection process that permits the comprehensive review and an~lly.sis oj' 250 
applications by every member of the Community Entcrprtsc fioard, and thai proviJes adequate 
~riod for the determination of program and waiver approvals ~Y.. other federal agl!I1CLes. 

PROCESS 

June 27tl) Trainjng for all EZIEC reviewers and other interested federal employees 

Training consists of the Introducti(iU 10 Ihe philosophy and qhjcctivcs of 
the EZIEC program (will request Rasco, Rub! n, espy and C:sncros 
participate in training); the goals of the review; thl! lOt1ls and p:ncess of 
the review; and. ground rules •• ~cllfity, confidentiality, bia~;e!!, etc. 

June 29th The EZIEC operations at the Reporter's RltiJding: is initiated' . . 
.' 	 Computet system running; office e:quipment in ptace; file system 


operational; copy center and mail mom organized; security guard 

assigned for 15 hour shifts (from ham to 9pm). and on S,l(iI\lay hours 

(from 9am to 6pm). 


Employees wiH be directed not to work on a ncxiblc w,,;;;k :a:hcdlde and 
their hours wiU be staggered to e_flSllre continued ope-rations ffOm. 7am 
to 7pm. Staff for the file room will work during the hours (If operafion 

June 30th Applications received 

Must be received by 	4pm EDS lime.. Original and at least one (1) copy 
received at USDA, room 5405, 14lh and Jndepc-nd~nce AVCIIII<:, SW.. 
Booths will he sel up in the morning on the curbside of USDA at lhe 
main entrance of lhe 	Administration fiuilding and on the- FO~lnh Wing 
of the South Building. Signs will he at all entrances direcliriu 
applicants to bring their packages to tho~e two silm;. Run!)..::;; wm 
transfer applications each h{\ur from Ihe drop off ",lies to II\!., l{CPOfk'f'S 

Building. No 3ppHcalions will he ac(.-epled at Ihe Reporter's Building. 

frfl' (,I'A 
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USDA Review Pro.... June lO, 1994 DRAFT 
EZIEC Proaram 

June 29th 

July 1 st 

Jilly 1st 

Applications logged into the system 

'Use of bar code system where each application entered will he assigned 
a bar code to track location and to re..,tnct aecess. From June Z9~ July 
I. approximately 30 staffers will enter name of applicant, contact 
penon. address, telephone number and whether an EZ or EC 
application. 

Runners will then carry applications to the fOtlrth llo0T wlhlf(,: 

approx.imately 5 staffers will create files in secured file room with 
original copy in locked cabinet with limited' access, and with two file 
(:opies that may be logged out to only those employees with ~hc proper 
access codes. ' 

Copy center staff will duplicate applications thl!1 were submitted Wllh 
only one ropy, (Maps and other illl!-dia ~. such as ~ideo lape ~. will not 
b. ""pied) 

Logging completed and Report Produced 

Report on the eomplete liltt of aU applicants. by State, city, t';nvn or 
county, Congressional district and whether applying for an PI, or an EC 
will be completed prior to the dose of business. 

Eligibility Review Process. Initiated 

During tbe first week, approxinHudy 20 employees work on the 
eligibHity review of applicatio'ls, cHsurltU; that app:ications me complete 
(tully signed with maps), and that :!pplicant satisfies poverty, Sl1;C nnd 
population criteria. Once this pmce~s is complered,; Ihcse employees
win be reassigned to the technical review teams. " 

Applications that are not complt;tc will be submitted to the ouacach 
staff, initially 5 employees, who will contact the lead entity IhrolJgh 
phone and fax, with a hard copy or the fax sent by regular m:tLl, 
indicating the items that are mis~ing and providing the- oppli,::ar,{ with 5 
working days to remedy the item. A report on all applicant that have 
been notified will be compi1ed each day, indic.ating the results of Our 
inquiries, 

2 
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USDA Review Procesl June to, 1994DRA.FT
EZlEC Prol1:ram 

July Sth 

, 
; 

Technical Review Process Initja1ed 

Approximately 50 employees, in learns. of 5, begin 10 (evrew lhe 
content of the applications. The Tevi.~w should not take longer than 1.5 
days per application, As each nppllcallon will he reviewed by two 
separate teams> each reviewer hR.... 1:1 work load of j lJ!:t over 12 
applications that must be comf'lctcd in no more 1han 30 workjl~g days. 

Teams are structured with one manager, person with experkncc ttl the 
process, and four reviewers -- from various Departments and agcndes, 
"ith at least one pefson from HHS fHl each"group. 

Individual reviewer has accesS 1ft only those applications as~isncd to 
hislher code (bar code is placed on hack of federal id). Reviewer only 
permitted access to one application at a time, goes to the nl c room and 
requests file from clerk who notcs removal Oil computer systcm. 
Reviewer is required to return file prior to teilviog the building for thc: 
day. Manager has access to aU applications assigned to members of 
hislher teanl, < 

Manager assists with the review by tcam rnernb~rs. iJvery !!t!c(md day, 
teams win meel in assigned conference rooms to discuss the reviews, 
The team manager will facili1ate the presentation by the rev! ewer of 
each application to the group as a whole. Other members lttC required 
to participate in the discussion of c.ach app! IClition. ensuring Ihe wide 
discussion of the strengths and wc"kllcS$es of the $tr:ltcg~c pl:ms The 
presenter takes notes of these c()mn;ctHs. These :>cs;;oits should lnst no 
longer than 2.5.hours. 

Individual reviewer, based on hislher own review as well as the group 
discussion. critiques the application and compJetes his/her ;u';(i!ysis with 
scores for the regulatory items. These art! inputed into the compute, 
system and the file is returned to tIl!! file room on the fourth floor. The 
reviewer then obtains a new file for hiSf11er next review. 

The team manager. who hns computer ar.:cess to the wort.: completed by 
hisAier review team. reads through Ihe work ~ompleted by c::Jch of the 
individual reviewers and determines whether to return the ar.'plicalioll 
for further consideration or grades ~be application as "hiSh", "ntcdium" 
or "low". Based on the group disclission, as wei! as the compuler work 
sheet, as wen as access to the applic,ltioll file} the manager writes r.n 

J 
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USDA R~iew Process June 10, 1994 DRA.FTEZIEC Pro,ram 

July 5th 

July Sth . 

: 

July 11th 

,.. \ 

£ -:. 

J.."I).. r." II 
\; h,"\. (; 

, r> 1..' 

\.1,0"' 

July 18th 

executive summary which indicates the :meogths and weakn~sses of the. 
application, There are no scores: ())\ this summary, 

Each application will be a!t.,\'gncd to two separate review dusfers who 
are directed not tQ discuss their reviews 'outslde their own le1UU to 

'ens~ impartial sooting, " 

Senior M~r Review 
~ 

Three or four senior managers of the process will have access to all of 
the work by the ind~vidual reviewers and the team mangers. To .ensure 
quaii1y control. these senior managers win periodically aHcnd the"group 
discussions and/or review an applic<ltjoll wilh the computer ,,,-,pon and/or 
executive summary. The senior managers are authorized 10 direct an 
additional review, a rewrite of the executive summary. or lhc 
reassignment (If employees, according to their strengths· or wc-uknesses. , 

, 
Federal Departments Invited to Indepc~dcnfly Review Applications 

Those employees who receive tn~ining are permitted 10 115e fbe ~ystem 
and granted access to ;my application. These emj)loyccs an.: not 
permitted access to the computer sy~tcm and their review wi I! 1101 be 
included in the applicant's file. Employees may not review 1l,ore thOlO 
one file at a time and must return the file before leayir.,g the fourth floor 
reading area. Such employees arc nol provided access to the ~venth 
floor. 

Site Visits 

State FmHAIRDA Directors and EZJEC Contact pcr~ms are provided 
with the complete list of appticanls from their State {)f fmm ml;ltj~Sta1e 
applicants. Directors are required to conuuc1 a site visit of 3.11 
applicants. Prior to each sile visi!, Directors or Conine! pcrs.)Os are 
briefed on the specifics of Ihe applictltion by the relevant team mantlgcr. 
The site visit wi(i use a questionnaire form IhM goes 10 'the contreteness 
of the application. The results will be: returned t" the team manager 
who will ensure the site visi! report i~ pf3ced in 'he fik 

Federal Departments Informed of PrograHl ltnd Waiver RCqdC$ts 

At the end of each day, a report vAl! be prepared all appliC:Hiolls thm 

4 
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USDA Review P ........ June 10~ 1994
DRAFTEZIEC Pro&ram 

July 18th 
f 

rUIY 18th 

l 
1.,\,,\~ ,~,-

() 

receive a !thigh" mark from a single team manager, or that receive two 
"medium" marks from both team managers. 

There will be at Jeo.st three stnfler nppotnted as liai:>ons. with the other 
federal departments, Liaisons wilT review reports on daily basis and 
compare with computer generaled tist of each program arod tvaivcr 
request on a particular applica1ion. 

Liaisons will contact the Departments by phone and hy fax ~lf tbe 
presence of an application: siating only the code number f\)( the 
application. and the programs or waivers requested. Further 
identification will be limited to avoid the p(e~ature rclcn.sl! ;)f fa'iikings. 

Departments will be re'Q'uired to review the applicati{:ri on :;iw; they are 
permitted to have only the pertinent pllgt!S photocopied (or r~moV3.1 
from the premises, They will recdve a form that indicates their 
conditional wmmitment fOf funding or approval of ..yaiver, The forms 
are to be completed by the Subcabinet member respo?sible for Ihe 
Empowerment Zone program and ret\Jrnc:d to the Liaison wI!hin the 
agreed upon time cons1raints (at present, ten workint; days), The data 
on these forms is inputed by the liaison into the: computer file. 

Heath and Human Service Review for title XX Feasibility 

At the end of each day, a report will be prepared on apphcations that 
rtCelve a tlhigh·t mark from a single team manager, Of that nxcive two 
"medium II marks from beth teams, 

" 
Special Tide XX HHS employees will receive the "nigh/medium" report 
from senior managers and will be provid,ed with access 10 [hot 
application file. the exe<:utive summary and to the computer re-view 
The Title XX employee.will be expected to compleh.:: nis/hl'f re'liew 
within two working days and input in10 the computer file th,~ s:atus of 
HHS 1 approval, and whether the us!.; of ihe Title XX funds i~; considered 
as "hiah", "medium!' or "low" approval. 

Review by the staff of the CEB Chan and Co-Chairs 

Staff from the Vice President. NEe and ope (Ii~spec!ive!y, Hn: Chair 
and Co·Chairs of the CEB) will receive the "hightmedlmn" f'.!port 

" ~\~ -.-'rl \(~".\. ", '"",,.,.~, .~.l(l" ~ 0..... \ ~'); \. s 

http:rclcn.sl


06-,0-94 II: 24AM FROM USDA UNDER SECY SCiJ TO mO'lU~o ruu'l 


USDA Review Pro.... JUIU 10, 1994 DRAFT 
EZIEC Prozram 

Special VP, NEe and DPC employees will receive a Jist of these 
applications from the team manager and will be"pmvided wi!h access to 
1ne application file, the executive summitry and to the complJter review. 
Their review will not be included in the applicant's file. Tbt.:y may not 
review more than one file at :l time. and must nHurn the file hefore 
leaving the fourth floor reading room. 

July 25th Review by Panel of Rural Development Experts 

A panel of five senior USDA employees with experience with rural 
development. grant making and/or other appropriate skills conducts a 
review of the: executive summaries ilud the applicatiolts for only 'those 
applications that receive "high/medium" marks" 

Panel staff will provide information on HHS' revie~ and lhHt of the 
other agencies. Team managers O1:ly be called for addilionaJ 
information 00 a particular application. 

The panel win dis<:uss the applications and individually score such 
factors as: quality of the strategic plan, Ihe slrengih of assurallces of 
support. the quality of community nnd bI.Jsinc1{S sector inplll, 
innovativeness. feasibility, level, of need,- and community iuv Jivcment. 

, 

The review panel produces· a lisi of suggested final ii'>ts to 1he Under 
Secretary- who will have access to Ilrcsentations by h:am managers os 
well as to all files, 

August 22nd Presentation of the Finalist to the Secrctary 

The Under Secretary and Senior M~1I1g:ers wHi prescnt the St".cretal)' with 
aU of the "high/medium" applications and will indicate the rdalive 
strengths and weaknesses, based 00 Ihl! arl:alysis of the Panel, rbe 
technical reviewers. the site visirs, and the analysis by the Under 
Secretary, 

The Secretary will detcrmine which applications are to be submitted to 
the Community Enterprise Board for their consultation in C()lnl>!13oce 
with the President's memorandum. 

6 



THE: WHITE: HOUSE: 

WASHINGTON 

November 10, 1993 

MEMORANDUM FOR S CASHIN 
IC GIBSON 
P WEINSTEIN 

FROM: P DIMOND f() 

SUBJECT: NAME FOR CHALLENGE GRANT PROCESS 

As you know, I think we need a name for the empowerment zone 
challenge grant process~ Just to get the ball rolling, I offer 
the following: 

AN ALL-AMERICAN CHALLENGE 

Count this as a challenge to come up with something better. 



THE WHITE HOUSE 

WASHINGTON 

October 19, 1993 

MEMORANDD:1 FOR 	 THE VICE PRESIDENT 
BOB RUBIN 
CAROL RASCO 

FROX: 	 Kumi ki Gibson 
Paul Dimond 
Sheryll Cashin 
Paul Weinstein 

SUBJECT: 	 ~orkplan .. for Empowerment Zone Implementation 

Outlined below is the (revised) workplan for the Co~~unity 
Empowerment Working Grc'J.p. 

WEEK OF OCTOBER IB, 1993 

1 . 	 Serr,: nars 

Kumiki will arrange the following seminars: 

A. 	 App~ication!Planning Process (October 26, 1993) 

B. Governors & Mayors (November 2, 1993 (tentative)) 

C, Education (November 3, 1993 (tentative)) 

D. 	 P"blic Safety (November 4, 1993 (tenta~ive)) 

II. Contributions 

Staff Members talk to OMB, HUD, USDA, and HHS regarding 
each agency's eroposed contributioas 

1. 	 Accurate identification? 

2. 	 Any nore programs? 

3. 	 Other types of support? 



WEEK 	 OF OCTOBE~ 25, 1993 

October 26, 1993: Seminar on Application/Planning Process 

Staff members work with issue groups on reports ·(Lise B) 

WEEK 	 OF NOVEMBER 1, 1993 

Agencies revise contributions, cooperation and participation 

Issue groups revise reports 

November 2, 1993 (tentativel: Meetings with Mayors
Governors 

& 

November 3 1993 tentative: Education Se$inar 

November 4, 1993 {tentative}: Seminar on Public Safety 

WEEK 	 OF NOVEMBER a, 1993 

White House reviews agency and issue groups reports 

Working g=oup meeting to review reports and resolve issues 

WEEK 	 OF NOVEMBE~ 15, 1993 

HUD, USDA, and HHS co~plete draft NOFA, application
(including selection criteria, performance measures t process
of assistance and designation); plan for workshops, 
assistance, communication, inspiration 

Working group meeting to discuss any issues 

WEEKS OF NOVEMBER 22, 1993 AND NOVEMBE~ 29, 1993 

White House reviews NOPA, application, and plans for 
workshops 

Resolution of any outstanding issues by Chair and 
Co-chairs and! as necessary, the President 

WEEK 	 OF DECEMBE~ 6, 1993 

Final revisions, planning, preparation 



WEE~ 	OF DECEMBER 13, 1993 

Announce the selection criteria I goals, and federal 
assistance and inducements to the country and issue the 
re:evant regulations 

WEE~S OF DECEMBER 20, 1993 THROOGH JANUARY 14, 1993 

Hold workshops in all regions; explain how federal 
government can be of assistance to applicants to engage in 
t~an$forming public-private-community planning 

JANUARY 15 - MAY 1994 

Federal Assistance with community planning (TO Be Decided) 

MAY 1994 

Due date for applications 

JUNE 	 - JULY 1994 

Review applications 

Complete any negotiations regarding strategic plans 

AUGUST 1, 1994 

First round of designations will be made by the 
Secretaries of HOD and USDA (in consultation with the 
Enterprise Board) 

AUGUST 1994 - JUNE 1995 

Complete remaining designations. (We have not yet
determined whether this will be accoreplished through a 
second round of applications or through a process of, 
rolling applications and designations., 

Provide assistance to designees to implement strategic
plans; complete any additional necessary legislative action 
in,Congress by June 30, 1995; customer driven, performance
review of progress of designees in implementing s~rate9ic 
pl-an based on agreed goals and bench..'T\arks 



THE WHITE HOUSE 

WASH1NGTO!'O 

October 18, 1993 

MEMORANDUM FOR JACK QUIJ-,'N 

CAROL RASCO 
BOB RUBIN 

FROM: 	 Paul Weinstein 
Paul Dimond 
Shef)'11 Cashin 
Kumiki Gibson 

SUBJECT: 	 Outstanding Issues Relating To 
Empowerment Zones 

As. we mentioned lasl week. several issues exist that may need to be Tesolved by you 
in ihe next few weeks. The foHowing is a list of those issues on which we require guidance: 

I, Time-line for issuing lh. RFP. 

Attached is a proposed communique to the Enterprise Board which includes a 
work plan , We need to know whether you are agreeable to this schedule and issuing thls 
communique. We' r.elie\"e there would be great symbolic value to being able to say that the 
RFP was issued in the first year of the Clinton Presidency, In addition. because of technical 
requirements in the legiSlation we feel that late-December is the absolute latest date we can 
issue lhe RFP. 

2. Scope of activities to be funded by Title XX. 

We need to know how the President and 1he Vice President want tbe Title XX money 
to be allocalcd. Based on the original empowerment zont legislation, we believe these scarce 
resources should be utilized for three pU1pOSes: (1) Promoting economic development and the 
creation of jobs; (2) encouraging the creation of capacity~buHding. community-based social 
service institutions thaI contribute to economic self-sufficiency and are self-sus1ainlngf such 
as child care facilities, health ceo!ers, and learning ceO!.rs; (3) funding innovative 
empowerment programs that are priorities for the Presidenl. including wdfare reform. 
L"1dh'idua] Development Accounts l and community safety initiatives. 

While we have had some success with HHS and others in getting them to focus on 
these areas, there are still some who believe the Tille XX monies should be used solely for 
providing traditional socia! services. We believe tnat approach would be a mistake because 

, 



providing traditional social services. We believe that approach would be a mistake because 
we would be funding the outcomc of the problem, not thc solution. Please advise us as to 
how to proceed. 

3, The Community Empowerment Prindples. 

Last summer; Secretary Cisneros recommended that a set of principles be adopted as 
the Administrationls community empowerment principles: 

• 	 A commitment to community. 
• 	 A commitment to support families. 
• 	 A commitment to economic lift. 
• 	 A commitment to reciprocity and to balancing individual rights and 

responsibilities. 
• 	 A commitm~nt to reduce separations by race and income in American life. 

As we discussed in our memo to you of Sept. 20, 1993, HUD has begun referring to 
these principles in their public papers, including the NPR Performance Agreement to be 
signed by the President, as the Administration's official philosophy on community 
empowerment, although the principles are still under review. Several agencies expressed 
concern that the principles were not specific enough to actually guide policy choices. We are 
involved in a process with HUD of clearly defining the problems raced by communities in 
order 10 revjse these principles. Please let uS know if you disagree with this approach. 

cc: 	 Bruce Reed 
Gene Sperling 
Elaine Karnarck 



ASKING TIlE RIGHT QUESTIONS ABOUT DISTRESSED COMMUNITIES? 

The nature and scope of the problems of distressed inner chy communities have vexed 
analysts, community leaders, blue ribbon commissions. Mayors, Governors. state JegisJaturest 

Congress and Presidents for decades. The concern is growing that virtual urban wastelands 
- marked by violence, crime, a lost generation of youth and children. unemployment j and a 
flight of capital and people -- are expanding geographically in the COre of many central cities 
and may threaten local and regional economies in many parts of the country. The specter of 
increasing racial ghettoization. economic isolation. hostility, rage, and suspicion form what 
many consIder to be the country's greatest challenge, as well as the most dangerous threat to 
national prosperity and security. . 

In order to understand the nature and scope of the issues. four charts are attached that 
depict: 

(1) the dynamies of the flows of people, capital, firm, and jobs in our geographically 
expanding metropolitan areas 
(2) the faclors which contribute to these flows 
(3) the fulcrum points where potential for effective application of levers of change 
might be applied and 
(4) the basic foundation policies that may well SOlVe all persons and communities. 

These charts provide a simple model for beginning a discussion both of the problems to be 
addressed and of the policies to be considered. Viewed together ••hese four charts fann tbe 
makings of a policy for empowering distressed communities and poor persons in those 
communities to achieve economic independence through full integration into the fabric of the 
larger metropoJitan landscape and regionaJ and national economy, 

In reViewing the four charts, it may be helpful to consider three aspects of the 
dynamics of grm~rth or decline of inner city and metropolitan areas: 

• People and firms vote with their feet, their rime and their pocketbook on where they 
want to locate, go to school, work and invest. Government cannot dictate where 
economically independent people or firms move, 

• In (he U.S. and other dynamic economies all across the globe, people of all races 
and incomes and firms 1arge and small have been locating in metropolitan areas; at the 
margin, th~ preponderance of the net growth has been centritugal, i.e., movement to 
geographicaHy expanding suburban rings and exurban sp.kes. Government cannot 
dictate that people and firms not choose to buy an "acre" for their nwn home or fil!Il

.In the United States, there are very few instances where Anglos move in any 
numbers into areas that are identified as minoritYI particularly African-American, and 
many minorities fear (and have been effective1y excluded) from moving into areas 
perceived as whites-only, Historically, government has concentrated project-based, 
subsidized and public housing -- and poor. minority households -- in the inner cities. 



The resulting dual housing market has been a major engine of neighborhood 
succession and racial ghettoization. 

In reviewing the attached charts, it may also be useful to keep in mind an overview of the 
current situation and trends in metropolitan America: 

• Older metropolitan regions of the northeast and midwest with the lowest percentage 
minority population are the most highly segregated by race. University, military, and 
newer metropolitan regions of the Southwest and the West with the highest proportion 
of minorities (African-American, Hispanic and Asian) are the least segregated. The 
largest increase in numbers and total percentage of "minority" population is Hispanic 
and Asian, not African-American, including in the three fastest growing states -
California, Texas and Florida. 

• The number of households on AFDC has grown to approximately 4 million (but 
only half of whom have been or will remain on welfare for more than 2 years). The 
number of persons below the poverty line has increased from 28 million in 1980 to 37 
million in 1992. There are approximately 10 million people (and less than 4% of the 
total population in metropolitan areas) who reside in census tracts with high 
concentrations of poverty. 

• The number of census tracts in metropolitan areas with high concentrations of 
poverty increased dramatically from 3200 in 1980 to 5000 in 1990, while the 
population density in these high poverty census tracts declined almost 12%. (Middle 
income African-Americans are beginning to move out of inner-city areas in 
increasing numbers and, as reflected in the 1990 census, are now joining the inter
regional migration patterns of whites). As a result, the geographic extent of poor 
"ghettoes" i.n many inner cities expanded even more dramatically than the marked 
geographic ~xpansion of the surrounding metropolitan area. (The increase in tracts 
with high concentrations of poverty was not limited to African-Americans: between 
1980 and 1990, there was a larger percentage increase in the number of Hispanic and 
Non-Hispanic white neighborhoods with high concentrations of poverty than African
American, although this increase may have been less visible because it was spread 
throughout the smaller metropolitan areas and rural America.) 

• Differences in the growth of regional economies directly impacted the number and 
geographic extent of poor persons and high poverty neighborhoods within particular 
metropolitan areas. Between 1980 and 1990 the Midwest ana the interior areas of the 
Northeast, Middle Atlantic, and South witnessed relatively large increases in the 
number of poor persons and the largest percentage increase in number of census tracts 
with high p~)\'erty concentrations. 

• In the U.S., there is ample room for broader centrifugal expansion of metropolitan 
areas and population because each succeeding concentric ring provides a substantially 
greater land area for development. 



• Unlike countries such as Japan that have tried to concentrate the location of finns. 
the more broadly dispersed location of firms and people in the U.S. has proven more 
convenient and efficient: average commuting times in the U,S, are less than one haIf 
Ihose in Japan and two-thirds those in much of Europe. 

• In the U.S.) there arc numerous examples of bottom-up community initiatives that 
are transforming communities block by block; there arc waves of new immigrants who 
are clawing their way up 1adders of economic opportunity and transforming 
communities block by block; and there are many examples of African-American and 
other minQrities who are seeking -- and succeeding ~- in not only joining the 
economic f!1ainstream but creating additional wellsprings, creeks and tributaries, 

• In the U,S" many central cities have tremendous public and private assets ( e.g., 
research universities, hospitaJ centers, headquarters and fmancial services, distribution 
centers). 

• In the new economy of information and knowledge, central cities do not face the 
disadvantage of lack of open space which was necessary in the old economy to build 
long-line, mass production factories conveniently located ncar transportation; but 
telecommu~jng from home or work, from anywhere in geographically expanding 
metropolitan areas, is becoming both easier and more effective. 

In sum, there is great variety in how the dynamics of the flows of people, firms and 
capital actually play out within and between metropolitan areas and regions, In drawing 
conclusions from the attached illustrations, humility -- not hubris -- may be the better part 
of discretion and provides another reason to avoid any claim for an all encompassing, 
comprehensive "urban policy," Despite the difficultiest strategies that work with the private 
markets, dynamic flows, current assets, and from the boltom-up bold more promise of 
empowering poor families and distressed communities to assume responsibilily for joining in 
an historic crossing to full -- and increasing -- opportunity for aU Americans. 
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Suggested Q.~~ft L'~Q\1age For Waivers For Distressed Communities 

(a) IN GENERAL. -- At the request of local governments that! 

(1) have applied to have an area designated as an 
enterprise community or an empowerment zone pursuant to 
the Federal designating law; 

/ or 

(2) have developed a strategic plan for the purposes of 
revita1izing a community with perVasive poverty. 
unemp1oyment~ and general distress; 

or 

(3) have developed a strategic plan for the purposes of 
revitalizing a community experiencing out-migration 
equal to a decrease in the population of an area (as 
determined by the most recent census data available) by 
10 ,percent or more between 1980 and 1990. 

or 

(4) are experiencing financial difficulties in part as 
a result of Federal mandates~ 

the Community Enterprise Board may coordinate, provide 
flexibility, or waive any provision of Federal law or regulation 
administered by the Secretary of Housing and Urban Development, 
the Secretary of Agriculture, the Secretary of Health and Human 
Services, the Secretary of Labor# the Secretary of Education # the 
Secretary of the Interior, the Secretary of Commerce, the 
Secretary of Transportation, the Attorney Ge~eral, if the Board 
determines: 

(1) that the public interest that would be served by 
granting the proposed waiver outweighs the public interest that 
would be served in furthering the underlying purposes of the 
applicable statute or regulation in the geographic area if the 
.proposed waiver 1s denied. , 
(b) LIMITATIONS ON WAIVERS. 

(1) The Community Enterprise Board may waive provisions of 
law or regulations governing.a program that involves the 
expenditure of Federal funds only if the Board finds that, if the 
waiver is granted, the funds will be spent in accordance with a 
plan that advances the purposes of that program. 

(2) The Community Enterprise Board may not waive provisions 
of law or regulation governing programs that would have the 
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effect of directing Federal funds to enterprise communities or 
empowerment zones that could not have received the funds absent 
the waiver~ 

(3) The Community Enterprise Board shall have no authority 
to waive any provision of law or any regulation unless the 
Secretary of the Federal Department charged with administering 
that provision of law or reguletion# after consultation with the 
Community Enterprise Board, oonsents to the waiver. 

(4) No waiver may be granted under this section regarding 
eligibility and benefits under the Social Security Act or the 
Food Stamp Act, or of any law or regulation respecting public or 
~ndividual health or safety, civil rights and non-discrimination~ 
environmental protection, labor relations, labor standards, 
occupational health or safety, pensions, taxation, or any other 
law or regulation that the Attorney General shall by regulation
determine. . 

(5) No waiver may be granted under this section that would 
have the effect of increasing direct Federal spending above 
levels that would have ocourred in the absence of the wa1ver~ 

(c) PROCEDURE~ ~- The appropriate Secretary may receive 
requests for waivers under this section and refer those requests 
to the Community Enterprise Board and to the Secretary of the 
Federal Department charged with administering the program for 
which a waiver is sought~ The appropriate Secretary shall inform 
the requesting party and the Congress of the disposition of the 
request for waiver. 

(d) REVOCATION. -- The appropriate Secretary. in 
consultation with the Community Enterprise Board and following 
hearing. may revoke waivers in the event of substantia1 
noncompliance with a strategic plan or failure to make progress 
in achieving the benChmarks set forth therein 

(e) SUNSET. _. This section shall expire on September 30 of 
the first fiscal year that begins 5 years after the date of 
enactment~ 

(f) IMPLEMENTATION•.• In consultation with the Community 
Enterprise Board, the appropriate Secretaries shall, by notice 
jOintly published in the Federal Register, establish such 
requirements as may be necessary to carry out the prov~sions of 
this Act. Such notice shall describe the criteria and procedures 
to be used by the Board in considering the waivers authorized by 
(section 71) of this Act. 


