{ OFFICE OF THE VICE PRESIDERNT
| WASHINGTON

Qctober 16, 1995

MEMORANDUM FOR LES SAMUELS, Treasury
MICHAEL BARR, Treasury
.1 PAUL DIMOND, NEC
. PAUL WEINSTEIN, DPC
'MARK MAZUR, CEA

FROM: SHERY1LA. CASHIN
Community Empowerment Board

SUBJECT: i;eiaxing restrictions on EZ/EC Tax Incentives

Attached is an article ~— published last Friday in the Baltimore Sun —— about the
impediments presented by the 35%~resident-cmployment requirement. 1 believe this anticle
underscores the need to seck sensible changes in the existing E2/EC program (both for
section 179 expensing and the private activity bonds), regardless of whatever other incentives
or expansions we might cluunpion in the context of budget reconciliation. Such "technical
corrections” would improve the potential for a signature Presidential initiative to succeed.

H

My understanding is that many of the potential changes being contemplated by
Treasury to relax cligibility restrictions on the EZ bonds present modest additional costs, as
perhaps would be the case if such changes were alse applied to eligibility for section 179
expensing. | would be happy to work with those of you who are refining the current list of
options to address these 155ucs.,

i

¢ Jack Quinn
Kumiki Gibson
Gene Sperding

Buce Reed” }

PRIMTED ON RECYCLED PAPER
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‘It's an impossible goal
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of workers must
liveinaren
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Severs! buginasses in Bk
timore’s empowerment zone
are upsct at being shut oul of
the biggest iax braakys of
fered " under Lhe revitaizi-
tion effort because they do
et meet a federal require-
ment that mare than a third
of their employess live in the
zane.

And economic develop-
ment offichaly working for the
gity and e empowerment
zone say iheir sfforis to e
grull companies to refocale
in Lhe $10¢ million revitaliza-
Linn areg sre being hams
porgd by the same fedetal
regulalicon. .

Under federal law, COMpA-
nies cancod quailly for accel-
erated depreciation of egquin.
ment  of  $3T.500 and
Lax-grewpt band fnancing
of up to 81 million noless 18
pcr(:eu; of their empioyces

live writhin the boundaries of
the cmpowerment zZong -
sven i the companies them-
gelvas arginihe goneg.

“Fhat's ludicrous,” said
Donald “Duke” Zhrmmerman,
pragident of Qlobe Screen-
Pritt, n fourth-generation
family-owned  Southwest
Baltimore printing company
where bwe of 46 employees
live in the empoewsrment
zone. "We'd have to lurn over
a third of our company Lo
gualify. Its an impossible
goul”

Globe ScreenPrint and
ather pusinesses st qualify
for federnl Lux credits of b
Lo 83058 [ See Empowar, 44

Baltimore Sun 10713785



Rules limit-empowerment zone tax breaks

[Empower, ;mzrz. Poge 18}

for eath employee wha Hves in the
¢ily's empowermnent zong in Bast,
West and Sauth Baltimore,

But companies with . skifled,
langtime workers say theirestric.
tions on the larger breaks creste a
Cateh-22: They cannhot expand
thair business and Inersase the
number af zone residants thay em-
ploy without the tax initisgives,
and they cupnot qualily for the ini-
siagtives unti? ikey up their per-
centage of zone regidents.

Federal officials have proposed
telaxing one of the reguistions,
They have suggested that new
buginesses locating in empower-
. mont zongs be given & year to
reach the 35 pereent threshold
and have asked for publie com-
ment ob the proposai. Baltimore
empowerment zone officials want
to see the regulation broadened.

“We want to give a commeni
P that we lke the reguiation and
" want Lo seo it extended 1o all bugi-
nesses.” sakd Willom E. Carlson.
sounsal to L Empower ‘Baiti-

)

B

more Management Corp., the
quash-pubiie organization that ad-
mirdsters the oiby's empowerment
Zome,

The 11.8. Department of Hous-
ing and Urban Development,
which is helping to gversee em-
powerment Zones in Baliimore
and five other ¢ities, hasw't takens
formal position but recognizes the
problem.

“HUD's awsre that concern has
heen raised” said Alex Sachs, a
HUD spokesman.

it also iz anissue that hasg been
raised by companies being re-
cruited Lo locate in the empower-
mOng zone.

“We've had the isgus come up &
couple of times,” said Lesiis Band-
er, n conzuiiant working with Bal
tirnore's smpowsrment zone in
trying to lure new sompanles, “If
you're coming from Bseitimore
County or Howard County, vou
might have people commuting.”

Michele Whelley, expcutive vice
presidart of the Baltinare Devel-
opment Corp, (BCH, the gity's
sconomic deveiopment agency,
agreed that the 3% percent re-
guiremnent "does Hrndl” the yseful-
ness of tise tax broaks,

“There’'s some opinion that
that part of the 8w was enncted
withh iess thought than there
shouid Bave been on how i would
impaet on business sttraciion and
develapment  sirategies” Ms.
Witeiley said.

Incases where businesges don't

qualify for the large empowerment
zone breaks, she said, “We're look-
ing at other opportunities for 4.
nancing”

{Hobe SoreenPrint in July re-
eetved & $10.500 BDClosn in July,

Mr. Zimmerman ssid he i3
grateful for the assistance, but
sald he misc gould use the targer
LIMDOWENNen: 2ane breaks 1o up.
grade his building and equipment,

Deseribing the 38 percent re-
quuirement as “an absolute killer
for any established business,” he
gaid: "It seems ke the whole [em-
powermeant zonei & skewed Lo
bringing upstart companias o tha
zone,"

Jogeph Vrzalik, the chiel exeou-
tive officer of Depsco Services ine.,
a machine shop and metal fabrica-
£61 in Sonthwest Baltimore where
three of 70 empioyess ary zoned
restdents. agreed the reguiremant,
was "shsohitely unreasonabis un-
less ! start & bravd new company.”

*An existing c¢ompany wouid
have to grow by that 38 peresnt or
let go longtime employees,” he
said, In either 2age, he s8id, he
wouid have trouble hiring the king
of skillad workers he nesds from
the nelghborhand. |

Maryland Chemital Co., g
¢chemica! distributor ieeated since
1983 in what is now Lhe empower-
ment zone, has 22 empiovess,
noneg of whom Hves in the zone,
said Jegnette Parviow, the compa-
ny's compinnee IMaNAger.
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EMPOWERMENT ZONES AND ENTERPRISE COMMUNITIES

URBAN

£ Empowerment Lone
# Supplementz! Empowerment Zone
® Enbanced Enterprise Community
@ Enterprise Communaity

RLEAL

& Empowermoit Jone
& Enierprise Conpunity

EMPOWERMENT 20NF iffZE)

Cetifornia; Los Angéles

Catiforniz Cakland

Ceorgia: Atiants

Hlinois: Chicage

Kentucky: Kentucky Highlangs*

Marvizad: Bakltimore

Massachuseils: Boston

Michigan: Detroit :

Migsissippi: Mid Delat '

MlisouriKansas: Kansay City, Kanzyz
City !

New York: Harlem, Brons

Ohie: Clevsinad

PesntybvanisMNew lersey: Padadeiphia,
Camden

Texas: Houston |

Texas: Rio Grands Valley*

ENTEMPRISE COMMUNITY (EC)

Alabasmg Bieminghsm

Alhmma, Chambers County®

Adsbame: Cheene, Seoner Couties®

Adzona: Fhnenix

Arizona: Arizons Border*

Arkunsas: Fam Central®

Arfiansas; Missizsipgt County*

Arksnsas: Putaski County

Catifornia: Tmperial Copnty®

Catifornim T A, Huntingion Park

Catifornin Son Diege

Caitfornby San Frencisce, Baxvigw,
Hanter's Pokis !

California Waossnyilie® ’

Coloride: Denver i

Conneeticnt Bridgeport

Conneesiout: Mow Haves

Deiswars: Wilmington

Distriot of Columbia Washinglon

Frorida: Tneksos County”

Flarida: Temps

Florida: Miami, Dade Qounty

Georgis. Aibany !

Grorgia: Centzal Savanngh®

Georgin: £risp, Dooley Countivs®

lilinois: Eagt 5t Lowis

lineds: Springdizld

Indisna: Indianupolis

iowe: Des Moines

Hemusky: Louisvills

fouisiny: MNortheast Delrg®

Louigiana; Macon Ridge”

Louisiane: New (yicans

Louistany: Ouselita Parish

Massachuseifs: Lowell

Massachusents: Springficld

Michigan: Five Cap®

Migkigan: Flinl

aichigan: Muskegsa

Minnesola: Minneapolis

Minnesoss: $, Baul

Missisgippi: dakson

Mizsiegippi: Marth Delta®

wigstauric Enst Prairie®

Missaurh St Louis

Wekegska: Omana

Heeada: Clarke Couaty, Lis Vegas

New Hampshire: Manchester

New lersey: Mowsrle

New Mex o Albuquergue

Wew Mexiva: Moro, Rio Amiba, Taos
Countlen®

Hew York: Albany, Schenectady, Troy

Mew York: Buffalo

New York: Newburgh, Kingston

New York: Bochester

North £apliss Chartotte

Konh Caraling: Halifax, Edgecombe,
Witson Counties”

Feorth Caraling: Robeson County®

Ot Akron

i Columbus

Cininy: Greater Ponissonth®

Oklaheena: Chodiaw, Molurain
Countizs®

Okishomy Oklahoma City

Uregon: Josgphina

Oregon: Portiand

Penngyivania: Harishurg

Fenayvivenia: Lock Haver®

Peansyivania; Mitisburgh

Riwsde Bland: Providence

South Dakotas: Beadle, Spamk Counties®

South Carolisa: Ohasieston

South Camtina: Willismshwrg County®

Tesnessee: Fayete, [Hayweod
Lomniices?

Temntssea: Memphis

Teanessee: Naghiviliz

Teanessee/Kentuoky: Scon, McCreary
Counties®

Texas: Dallag

Texas: Ei Paso

Texss: Fan Antonio

Texas: Woaen

Utah: Ogden

Vzzmont: Burlingion

Virginia: Accommazk?

Yirginia: Norfol

Washingion: Lower Yakima®

Washington: Searle

Washingion: Tacoma

West Visginia: West Central®

West Visginia, Hustington

West Virginia: Meilowell®

Wisconsin: Mifwaukes

* denares raral designee

H
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» ‘Hope Grows i in Harlem

OLITICIANS DO PENANGE IN PLACES um HARLEM AND

the South Bronx, They tour and deplore and prom-

tse, and very little ever chinuges. Last week itwas Bill

- Clinton's tun, At o chuich in Harlem acvoss the,

street from an ebandoned building and down the block frum

acracichouse, the master of empathy was mangelysubdued.

because so much of his agenda is perceived of as

dead or dying, the staple of such appenrances, o litany of Ad-

minigtmbion asdomplishments, was largely truncated. There

weas o bit of boasting (“We've done more n 20 months than

anybady has in a manth of Sundayd™, but Clinton’s overall

tone was plaintive. “Une of the things 1 ran for President

ahout)” hesaid, setﬁngamzbﬁrnﬁnumimgmlforannchvm
fesder, “was just o got $ face |
our probloms again goto
Wﬁmzhemmmvf ‘st talk.

-ingeboutthemali the time” -
Given his muted remarks, -

already
beginning o fes! the effocts of his
precidency, & definite, substan.
tive changs in dirsction &8, how-
ever incrementally, Clinton refo.
enses povemment spending and
maves to dmplement proposals
that have languished for decades,
+Along Hardemy main thor.
cughfare, 125th Street, businass
is booming, & function of indige-
nous forees mostly but of Clin-’
mnsz’oﬁm as well, The vacancy
ks
Jess than 3%, and space Is renting
for maore than $30 per sy, fi,
about the sume as in midtown
Manhuttan, an astounding surge.
New stores will soon dot the dross
shreets, and nearby housing wnits
arg being relisbilitated, The private investment respons:ble
for mostof this growth s following rising incomes and the re-
turn of better-off fumilics, Perhaps most important is the an-
Heipated designation of the area as ane of the nation’s first six
empowerment zones. “EZs” a5 they are known, are the latest
incarnution of un old ides formerly called enterprise zones.
What Clinton's added to the notion beyond tax incentives for
buzsinesses is 2 panoply of social services {day care and job
tratning being the most prominent} designed to prodnce a
work foroe zapable of stalfing the enterprises likely to be at-
trncted by the lax breaks. After the Harlem~-South Bronx BZ
it formally spproved later this vear, the Feders! Government
will pour S0 million Into the ares, an smount New York
{Gity and Siate will omich. Added o the total $300 millien
will be abengt $70 million in Jow-intovest loans from Fleet
Rank. “Only some cosporations see the opportunities avail-
alde)” sayy Fleot’s lames Murphy, “Others will wake up be-

fore long and leverags the thing further, Harlem's coming

. mm R T

WHAT BILL mmm:mmw
may fourdor, but some urban policles are worm

mmmmmamw&em&zz

mmmw&mmﬁm Hare

lems is il staggering. Single femude-hended
households aceaunt for 83% of al! honseholds with children,

‘Forty-two percent of the popuiation has an income below the
poverty line. Black men living in Hadem are loss Hkely o

reach age 65 than men in Bangladesh, The murder mte for
males nationally is 10.2 per 100,000 people; in Hadem #'s over
100. The area's infant-mortality rate is 60% highey than that of
NewYorkatyasauiwlnwdmhemibutwwgeéywm
hol and drug abuse by sxpectant mothers:  *

Some of this horvor will be gileviated by C’émtam erime .
Inereased

bil); morecopswxﬂwalklimiemsmts. Head
) Start slots are coming oo, along |
with ew and

» of poverty. When fully imple
manted, about $100 million in
new oredits will come back to
_Harlems, and wost of that money
“will be spent right there, -

Public education, in irouble

m&smm&ekaﬁmpm
tent teachers are sssigmed. As a
mﬁgm&m&mzdmism

“els. At Junidr High School 43,

» . and there aren’l sves
chairs to o amund Lﬁw sirlines that overbook, the school

counts on absentess, When “too many” studetts mirecolovs.

by show up, teachers negotiate among themselves for chairs.
Most of this tragedy is due 1o local budget cuts, One promis-
ing program is Teach for Amerien, which teains sagey, ffdeal-
istic college graduates to serve in the nation’s most distressed

" regions. By including Teach for America in his National Sex-

vice plan (which already has 20,000 Americorps volunteers,
more than the Peace Corps ever had), Clintan will add teach-

ers to the classrooms of Hardem, 1 he wins tis fight to redis-
tribute $11 billion in federal education sid acearding 1o need,

those classvooms will get more money too. .

Jimy Carter Rrst visited what will soon be the Harlem-
Sopth Bronx EZ in 1977 Ronald Reagan foured the same
strects in 1980, declaring he'd suen nothing “that lnoked like
this since London after the blite” Neither delivered more
than rhetorie. Clinton has pledped the least, but at least he's
detivering something. Wi reporting by Lina Lotaro/New York

N

Ahmaﬂ.thewiyemmdéd‘;
mmedmmwmaa(ﬂm‘ .

ewywhew aad  in o evisis
* throughout New York City, 15 -
worse in Hadem, wheré union-

stor sbove grade lov-

which. is fairly reprecentative, -
clgss size sversges more than 30
- "shudents, discipline bt oy miss, -
books are simdalously lacking

TIME, GCTHHER 5, 1984

41
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THE WHITE HOUSE
WASBHINGTON

September 21, 1994

Hﬁﬁﬁﬁkﬁﬁgﬁ FOR DPC PROGRAM STAFF

FRG&a Carcl H. Rascc(ik}ij

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

The following are revised guidelines and procedures for review of
the Empowerment Zone/Enterprise Community (EZ/EC) applications by
bDomestic Policy Council {DPC) staff. Please review these
guidelines and procedures carefully. In order to insure that

- this Presidential initiative is successful, we will need sach one
of you to ﬁarafglly 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 ECa., HUD
received 295 urban applications (77 of which are for Empowerment
Zones). USDA has received 230 rural applications.

The coordinated process for reviewing these applications will
proceed over the summer. Secretaries Clsneros and Espy will
consult with the members of the Community Enterprise Board on the
results of the review process, before making final designations.
Designations ar§ expected to begin sometime in the late fall.

The review of these applications will be closely guarded. USDA
and HUD have leased space on 7th and D Strests, 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 USDA, HUD, HHS, Transpuortation, Justice, Commerce,
Education, $BA, and EPA are working in teams for comprehensive
review of all applications. After analyzing the applications,
each team will make a presentation $o & Ratings Panel of three to
five individuals. The Ratings Panel will rate each application
on a relative point scale; points will be awarded in specific
categories, including the quality of the strategic plan, the
strength of assurances of support, the quallty of community and
business sector input, innovation, community partnership, and
need. The Ratings Panel will then submit its recommendations to
the respective secretaries. Secretary Clsneros will then review
the recommended urban applications and Secretary Espy will review
the recommended rural applications. The 40 best applications



uzﬂ

will go to the Community Enterprise Beard (CEB) from Secrstaries
Cisneros and Espy. At that point, the members of the CEB will
possibly only have approximately cone to two weeks to revievw the
recommendations.

“Membership of the CEB is as follows:

Vice President (Chair)

Assistant to the President for Domestic Policy (Vice Chalr}
Assistant to the President for Economic Policy (Vice Chair}
Secretary of Agriculture

Secretary of HUD

Secretary of HHS

Secretary of the Traasury

Secretary of the Interior

secretary of Commerce

Secretary of labor

Secretary of Transportation’

Secretary of Education

Atforney General

Director of the Office of National Drug Control Policy
Administrator of the EPA

Administrater of the §BA

Chair of the Council of Economic Advisers

birector of the 0ffice «f Management and Budget

%
104 designations will be awarded. ¢ of these are Empowernent
Zones (6 urban and 3 rural}. The other 55 are Enterprise
Communities (6% urban and 30 rural).

%
communities who win designation as an Enterprise Community
r&ceiva*

1. Tax~Exempt Fability Bonds for certain private business
activities. This new category of private activity bonds is
available as a tax lnecentive to finance purchases ©f
hbusiness property and land in both ECs and EZs.

2.  $3 million in EZ/EC-Social Service Block Grant funds to be
uged for aaanamia and human development.

3. Spucial aangiﬁeratian in competition for approximately $3 to
$8 billion in Federal prcgrams

4, Ona~-stop $hé§ping for program/regulatory flexibility throughy
the CEB,
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Communities who win designation as an Eﬁyowerment Zone receive:
1. All benefits provided to ECs.

2. Bubstantial EZ/EC-S8BC funds: Up to $40 million for each
rural zone and up to $100 million for each urban zone.

3. An Employer Wage Credit for EZ residents to extended to.
qualified employers engaged in trade, or business, in BZs.
The Credit is available to any employer engaged in a trade
or business in an EZ, even 1f 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 pald or
incurred to each reaident employee who meets the relevant
criteria. t

4. Businesses arée afforded an inaxeased Section 179
- beduction for gualified properties. The maximum
Section 179 Deduction for depreciable tangible property
{not land or buildings} ig increased from $17,5500 to
$37,500 for EZ businesses.

Progedures

Bach of you will be asked to comment on the recommended
applications submitted to the CEB by Secretaries Clsnercs and
Espy. You are more than welcoms to comment on all aspects of a
partlcalar application, but your chief focus should be on those
parts that are related to your issue areags. Your comments should
be guided by the following:

i. Is the strategic plan, as it relates to your issue areas,
innovative?

2. Is the strategic plan, as it relates te your issue areas,
consistent with the Pregident’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 reguests, as they relate to your issue
areas, promote innovation? Do they address real problens?.
Do you recommend that we approve the waiver reguests?

5. Are private secter, state and local government rescurces
heing laveraqed effectively and to tha fullest extent
posgible?

[
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6. Do 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 reguested for in the
application? Iz this the best use of these program dollars,

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

9., Is the money truly beling used for programs {(some
‘governmental ‘entities will want to use the money for budget
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, yeu should also note
wvhere 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 facility bonds to finance the
_purchase of a building for a new child care facility, community
health center, or a community development credit union.

Option 1

1. Place all 40 applications in Room 211. They will each be in.
: a box and review sheets will be available to each DPC
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 applicativn and f£ill out
the review sheet.

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

Cption 2

1. Same as optlion 1.

2. Bruce Resd and Paul Weinstein review all the apgiiﬁﬁtiena
-and recommend the ten best to nme.

3. I convene a group meeting of the staff to discuss the ten
best, : ) ’



gption 3

1. We divide the applicaticons 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
recommandation’ of the top ten to me.

3. . I convene a meeting of.the DPC and other relevant ﬁhita
House staff ta 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 DPC staff and then
White House staff participating in this review process.
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WASHIMOTON E:

June 24}, 1994

MEMORANDUM FOR CAROL RASCO
BOB RUBIN

THROUGH: BRUCE REED
GENE SPERLING

FROM: PAUL WEINSTEIN
SHERYLL CASHIN
PAUL DIMOND
H

SUBIECT: NEXT STEPS ON EMPOWERMENT
ZONES/ENTERPRISE COMMUNITIES

Since the beginning of the application proeess last January, inguiries about a second
round of Empowerment Zones/Enterprise Communitics (EZ/EC) have been growing.
Secrctary Cisneros has been promoting the idea. And OMB, as part of its FY 1996 Budget
Process, has included a sccond round of empowerment zones as an option for consideration.

We disagree with any proposal to insiitute a second round of EZS/ECs that simply
duplicates the cxisting program. However, we believe there may be some low-cost options
for an additional round that would be effective and would build on the most positive aspects
of the program. Such a proposal might include providing a low cost capital tax incentive ——
as opposcd to the cxpensive wage credit —~ and grants to designated ECS and some additional
Siies, :

We fear that if we do not cagage in a deliberative process on this issue, a second
round option may ultimately be adopted that s not cost-cffective. We are also exploring an
idea about a Government Sponsored Enterprise (GSE} option that could be part of an urban
package that would not be'limited 1o the zones. We propose that the DPC/NEC, in
consultation with the Vice President’s office, hegin discussions on this issue.

If we are going to have any influence on the content of the FY 1996 Budget regarding
EZ/ECs, we need to reach a consensus over the next several woeeks.

There are several compelling reasons for building on the existing EZ/EC initiative:
Fizst, as recent news articles from across the country indicate, the Administration's

EZ/EC initiative has had #s intended effect of bringing together diverse partners in 4
commurnty 1o focus encrgy on a distressed community -~ partners that nommally do not work



together, Many of these reports indicate that communitics have for the first time developed a
*holistic” approach (o economic revitalization and public—private partnerships have developed
as a result of the application process that will be a force for chunge in the future,

Second, because we will only be designating nine EZs this fall, there will be a number
of communitics that will be disappointed who may have been deserving of a designation. By
announcing that we will be planning (with the help of Congress} a sccond round, we can
diffuse considerable tensions around the initial selections.

.. Third, a second round would provide a strong incentive to designated ECs o follow
through on their strategic plans and commiiments.

We recommend that you convene a meeling of Bruce Reed, Gene Sperling, Jack
Quinn, Kumiki Gibson, and us carly next week to discuss this fssue.,

t



THE WHITE HOUSE
WASHINGTON

June 13, 1994

MEMORANDUM FOR CAROL RASCO
FROM: Paul Weinstcin

SUBJECT: Empowerment Zone/Enterprisc Community
(EZ/EC) Designation Process Timetable

+ Last Wednesday, HUD bricfed us on their proposed process for screcning the EZ/EC
applications. Attached is their overview of the process and a scparate memo from Peter
Necheles on USDA's.

Two issucs came up which you need to consider: (1) At what point do the Vice
President and the you and Bob Rubin wish to have your staffs involved in the process of
reviewing applications? and (2) is HUD's proposcd completion date of September 1 carly
enough for the White House.

1) I recommend White House Staff not review any application until Sccretary Cisneros
and Sceretary 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 Whitc House staff would review applications prior to review by the secretarics.

I believe such a policy is dangerous because it would give the appearance of White Housc
political interference. In addition, reviewing 200 applications is probably not the best use of
White House staff time. (The rcason this is an issue is that Jack Quinn originally wanted the
staff for OVP, NEC, and DPC to revicw all the "most viable" applications. 1 am not clear on
his current views of this matter).

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

Agrcc
Discuss Further

—TC: Bruce Reed



~ THE GOALS

% Supplement a review process thatl produces by September 1, 1994
all information necessary for the Secretary to begin-consultation withthe .
Community. Empowerment Board (CEB) and then make final Empowerment Zone

(EZ) and Enierprise Community (EC) designations.

. Provide a comprehensive and efficient syétem io 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 10 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;dollaboraﬁvely with the Depantment of Agriculture to coordinate
the HUD and USDA review and designation processes.



THE TOOLS

*.  Centrai location for ali EZ and EC acilivities at the Reporter's Building
directly across from HUD on Seventh.Street.  All HUD and USDA staff, along with
all staff of other federal agencies, will work from this central location.

. Full mtegratxon of HUD and USDA operations, including central fzimg,
computer, duplication, fax and other systems.-

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

o Trammg programs for ail HUD and non-HUD personnel conceming the
gvaluation of applications, use of the custom computer program, and other
necessary skills.

o iy

L



THE PROCESS

e June 27
- . Trainingcf all HUD and non-HUD personnel begins.

X
i

»  Full EZ and EC operations transferred 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 compuier
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
representatwes of the CEB and other federa agemzes

Cw m— R ¢ bk,
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s Review of applications begir';s. |
¥

. The reviews will be conducted by trained HUD and o’mer
federal agency staff members working in teams of five.

*  Each team will be supervised by a HU[} eﬁrcnal
expeneﬂced in the review of economic ﬁevelopment proposals

® Each reviewer will be responsible for a series of

apphcatlons each application will be reviewed for completeness, eligibility, requests |

for federal waivers and funding, and content.

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



* July 11

. The Ratmg Panel begins hearing presemtattons by
apphcatlon rewewers

!

* - The size of the Rating Panel will be determined by the fotal
- number of applications received; it is likely {0 consist of three or five membaers.

. The Rating Panel wjllwacaomplish 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; 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.

. Throughout the review prccess distribute to other
federal agencses appl ications that are likely to require quick decisions on federal
program waivers and funding availability.



e Julyi2

. The Ratiri:g Panel notifies other federal agencies that particular
applications are available for review to determine federal program waivers and
funding availability. e e e e s

- ¢ Other federal agencies begin reviewing 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

e The Rating Panel completes its review of all EZ and EC
applications and begins scoring each application on a relative point scale.

i The Rating Panel incorporates the decisions of other federal
agencies regarding program waivers and funding availability.

e September 1

¢ The Rating Panel presents the resulis of its work to the Secretary.

* The Seéretary begins his consultation with the CED .and then
makes his final designations.
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GOALS g . DR AFT

« Selection process that will provide the Secretary with options to present 50 of the most
appropriate demonstration projects in rural America prior to September 1, 1994,

+ Implement a selection process that permits the comprehensive review and analysis of 250
applications by every member of the Community Enterprise Board, and that provides adequate
period for the determination of program and waiver approvals by oiher federal ageocies

PROCESS
June 27th Training for all EZ/EC reviewers and other interested foderad cmployees

Training consists of the introduction 1o the philosophy and cahjectives of
the EZ/BC program (will request Rasco, Rubin, Espy and Cisneros
participate in training); the goals of the review; the wols and process of
the review; and ground rules -- sccunty, conf Edential'ity‘ biasies, ete.

June 29th The EZ/EC operations at the Reporter's Building is initiated

Computer system running; office equipment in place; file systam
operational; copy center and mail room erganized; seourtly puard
assignad for 1% hour shifis {from Gam 1o 9pm), and on Sararday hours
{from Sam to Spm).

Employees will be directed not to work on a foxible weok wchedale and
their hours will be stagpered © essure continued operations from . 7am
to 7pm. Staff for the file room will work during the hours of operation.

June 30th Applications received ?
Must be received by 4pm DS time. Oniginal and at least voe (1) copy
reczived at USDA, room 5405, Mih and Independonce Avenue, SW.
Booths will be set up in the moming on the curbside of USDDA ot the
main entrance of the Administrabon Bulding and on the Foupth Wing
of the South Building. Signs will be at all entrances directing
applicanis o bring their packages o those two sites. Runnwig will
transfer applications euch hour fram the drop off sites 16 the Reporter's
Building. Wo applications will he accepied at the Reporier’s Building.

el (hia
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EZ/EC Program

June 29th Applications logged into the system

“Use of bar code system where each application entercd will be assipned
a bar code 1o track location end o restrict access. From Jane 29 July
I, approximately 30 staffers will enter name of applicant, contact
person, address, telephone aumber and whether an B2 or £C
application.

Runners will then carey applications to the fourth floor where
spproximately 3 staffers will create files in secured file room with
original copy in Jocked cabinet with limited access, and with two filg
copies that may be logged out to only those empl(}yws with the proper
access codes,

Copy center staff will duplicate applications that were submiited with
only one copy. (Maps and other media - such as video tape -- will not
be copied)

July 1st Logging completed and Repart Praduced

Report on the complete Hat of all applicants by State, city, wown or
county, Congressional district and whether applying for an FZ or an BC
will be completed prior 1o the close of business.

July 1st Eligibility Review Process Initiated

During the first wesk, approximatcly 20 employees work on the
eligibility review of applications, eusuring that applications me complete
{fully signed with maps). and that applicant satisfies poverty, size snd
population cnterla. Once this process is completed,, tthb t.,mploya.es
will be reassigned to the technical review teams, .

Applications that are not complete will be submitted to the nutreach
staff, initially S employees, who will contact the lead entity hrough
phone and fax, with a havd copy of the fax sent by regular mail,
indicating the items that are missing and providing the applizant with 3
working days 10 remedy the item. A report on all applicant that have
been notified will be compiled each day, indicating the resulis of our
inquiries, :
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EZ/EC Program

Tuly Sth Technics! Review Process Initiated

Approximately 5S¢ employees, in teams of 5, begin to review fhe
content of the applications. The review should not take longer than 1.5
days per spplication. As egach application will he reviewed by two
separate teams, each reviewer has a work load of just over 12
applications that must be compteted in no more than 30 working days.

Teams are structured with one manager, person with experienes fo the
process, and four reviewers -- from various Departments and agencies,
with at least one person from HHS on each group.

Individual reviewer has sccess i ouly those applications assigned to
hisher code (bar code i§ placed on buck of federal id). Reviewer only
permitted access to one application at a time, goes to the fils room and
requests file from clerk who notes removal on computer system.
Reviewer is required to return file prior 1o leaving the building for the
day. Manager has access to all applications assigned to muinbers of
his/her team,. '

Manzager assists with the review by {eatm members. Hvery second day,

teams will meet in assigned conference rooms to discuss the reviews,

The team manager will facilitate the presentation by the reviewsr of
Do each application 16 the group as a whole. QOther members wre required
to participats in the discussion of cach application, ensuring the wide
discussion of the strengths and weaknesses of the strategic plans. The
presenter takes notes of these comments.  These sessiohs should fast no
fonger than 2.5 hours. i
Individual reviewer, based on histher own review as well as the group
discussion, critiques the application and completes hisfher anulysis with
scores for the regulatory items. These are inputed inie the computer
system and the file is returned to the file room on the fourth floor. The
reviewer then obtains a new file for hisfher noxt roview.

]

The team manager, who has computer access to the work completed by
hisher review team, reads through the wark complated by cuch of the
individual reviewers and determines whether to return the application
for further consideration or grades the applicaton as “high”, "medium®
or "low". Based on the group discussion, s8¢ well as the ¢omputer work
sheet, as well as access to the application file, the mdnager writes an

&

; S
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executive summary which indicates the strengths and weaknesses of the
application. There are no scores on this summary,

Each application will be assigned 1o two separate review clusters who
are directed not to discuss their reviews outside thair own 1eam o

‘ensura impartial scoring.
July Sth Senior Mmgr Review ]

Three or four senior managers of the process will have access 1o all of
the work by the individual reviewcrs and the team mangers. To ensure
quality control, these senior managers will periodically attend the group
discussions and/or review an application with the computer 1eport andfor
executive summary. The senior managers are awthorizad to direet an
additional review, 8 rewrite of the exscutive summary, or the
reassignment of emplayees, according to their strengfiis'{ar weaknesses.

July 5th - Federal Departments Invited to Independently Review ﬂ;}pii‘caiiﬁns

Those employees who receive training are permitied o use the system
and granted access fo any application. These employees are not
permitted access 10 the computer system and their review will not be
included in the applicant's file. BEmplovess may not review wiore than
one file at a time and must return the file before leaving the fourth floor
reading area. Such employees are not provided access to the saventl
floor. .

Jaly 1ith Site Visits

i *.M,A;.«‘i‘ y - Btate FmHA/RDA Directors and EA/EC Coniact persons are provided
o - i with the complete list of applicaniz from their State or from multi-State
v " o> , applicants.  Directors are required 1o conduct a site visit of ail

fai

applicants. Prior to each site visit, Directors or Coneact persons are
briefed on the specifics of the application by the relgvant leam manager.
The site visit will use a questionnaire form that goes 16 'the concreteness
of the appheation. The results will be returned to the team wanager
who will ensure the site visit report is placed in the file.

July 18th Federal Departments Informed of Progran: end Waiver Requests

At the end of each day, a report will be prepared an applications that
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receive a "high” mark fram a single team manager, or that teceive two
"medium” marks from both team managers.

There will be at least three staffor appointed as haisons with the other
federal departments, Lizisons will review reports on daily basis and
compare with compuler penerated list of each program and waiver
request on a particular application.

Ligisons will contact the Departments by phone and by fax of the
presence of an application: stating only the code number fur the
application, and the programs or waivers requested. Further
identification will be limited 1o avoid the premature relenss of rankings.

Departments will be required to review the application on siw, they are
permitted to have only the pertineut pages photocopied for removal
from the premises. They will recetve a form that indicates their
conditional commitment for funding or approval of waiver. The forms
are to be completed by the Subcabinet member responsible for the
Empowerment Zone program and returned to the Liaison within the
sgreed upon time constraints (at prasent, ten working days). The data
on these forms is inputed by the lisison into the computer file.

July 18th Heath and Human Service Review for Title XX Feasibility

: At the end of each day, a report will be prepared on applications that
recetve a "high” mark from a single team manager, of that recsive two
"medium” marks {rom both teams,

Special Title XX HHS employees will receive the "high/medium® repornt
from senior managers and will be provided with access (o the
application file, the executive summary and 1o the computer review,
The Title XX emplovee will be expocted to complete histher review
within two working days and input mnto the computer file the siatus of
HHS' approval, and whather the use of the Title XX funds is considered
ay "high”, "medium® or *low" approval,

July 18th Review by the staff of the CEB Chair and Co-Chairs

Staff from the Vice President, NEC and DPC {1espectively, the Chair
and Co-Chairs of the CEB) will receive the "high/mediun® report

A : - I
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Special VP, NEC and DPC employces will receive a list of these
applications from the team manager and will be provided with access 10
the spplication file, the executive summary and to the computes ravigw,
Their review will not be included in the applicant’s file. They may not
review more than one file at 2 time, and must return the file before
leaving the fourth floor reading room.

July 25th Review by Panel of Rural Development Bxperts

A panel of five senior USDA employees with experience with rursl
development, grant making and/or other appropriate skills conducts a
review of the executive summarics and the applications for cnly those
spplications that receive "high/medium” marks.

Pane! staff will provide information on HHS' review and that of the
other agencies. Team managers may be called for additiona)
information en a particular applicaiion.

The panel wiall discuss the spplications and individually score such
factors as: quality of the strategic plan, the strengih of assurnces of
support, the quality of carmunity and business sector inpul,
innovativeness, feasibility, level of oced, and commusity favolvement

The review panel produces 3 hist of suggested finalisis to the Under
Secrstary who will have access 1o presentations by team managers as
well as to all files.

August 22nd  Presentation of the Finalist to the Secretary

The Under Secretary and Senior Mangers will present the Secrgtary with
all of the “high/medium™ applications and wil] indicate the relative
strengths and weaknesses, based on the analysis of the Panel, the
technical reviewers, the site visits, and the analysis by the Urndcr
Secretary. i

The Secretary will determine which applications are to be submitted to
the Community Enterprise Board for their consultation in compliance
with the President’s memoranduem.



A
THE WHITE HOUSE
WASMINGTON

November 10, 1993

MEMORANDUM FOR 8 CASHIN

K GIBSON

P WEINSTEIN
FROM: P DIMOND #

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.

Ttk ~—
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THE WHITE HOUSE
WABHINGTON

: Qctober 19, 1993

MEMCRANDUM FOR THE VICE PRESIDENT
- BOB RUBIN
CAROL RASCO

FROM: Rumiki Gibson
Panl Dimond
Sheryil Cashin
, Paul Weinstein

SUBJECT: Workplan for Empowerment Zong Implementation

: :
Cutlined below is the (revised] workplan for the Community
Empowerment Working &roup.

WEEX Q? OCTOBER 18, 1983
I. Seminars
Ku%iki will arrange the following seminars:
A. Application/Planning Process (October 26, 1893)
B, Governors & Mayors (November 2, 1833 (tentative})
C. Education {November 3, 19893 ({(tentative))
D. Public Safety {(Hovember 4, 1993 (tentative)}}

II. Contributions

Staff Members talk to OMB, HUD, USDA, and HHS regarding
each agency's proposed contributions

1. Accurate identification?
2. Any nore programs?

3. {ther types ¢f support?



WEEK

WEEK

WEEK

WEEK

OF OCTOBER 25, 1993

October 26, 19%3: Seminar on Application/Planning Process

Staff members work with issue groups on reports (List B)

OF NOVEMBER 1, 1983
Agencies revise contributions, cooperation and participation

Issue groups revise reports

November 2, 1843 (rentativel: Mestings with Mayors &
Governers

November 3, 1883 {tentativel: Bducation Seminar

November 4, 1893 {tentative}: Seminar on Public Safety

OF ROVEMBER 8§, 18§83

White House reviews agency and issue groups reports

Working group meetfing to revisw reports and resclve issues
OF NMOVEMBER 15, 1993

HUD, USDA, and BHE complete drafr NHOFA, application
(including selection criteria, performance measures, process
of assistance and designation); plan for workshops,
agsistance, communication, ingpiration

Working group meeting to discuss any issues

WEEKS OF ROVEMBER 22, 1993 AND NOVEMBER 29, 1983

WEEK

White House reviews NOFA, application, and plans for
workshops

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

OF DECEMBER &, 19883

Final revigions, planning, preparation



WEEK OF DECEMBER 13, 1593

Announce the selection criteria, goals, and federal
assistance and inducements to the country and issue the
relevant regulations

WEEKS OF DECEMBER 20, 1993 THROUGH JANUARY 14, 1993

Hold workshops in all regions; explain how faderal
government can be of assistance to applicants to engage in
transforming public-private~community planning

JANUARY 15 -~ MRY 1994
Federal Assistance with community planning {To Be Declded}
MAY 1854
Due date for applications
JUNE -~ JULY 1934
Review applications
Complete any negotiations regarding strategic plans
AUGUST 1, 1994
First round of designations will be made by the
Secretaries of HUD and USDR {in consultation with the
Enterprise Board)
AUGUST 1994 - JURE 1898
Complete remaining designations. {We have not yet
determined whether this will be accomplished through a
second round of applicaticns or through & process of,
rolling applications and designations.;
Provide assistance to designees to inmplement strategic
plans; complete any additional necessary legislative action
in Congress by Juns 30, 1595; customer driven, performance

review of progress of designees in implementing strategic
p.an based on agreed goals and benchmarks



MEMORANDIUM

THE WHITE HQUSE

WASHINGTON

October 18, 1993

MEMORANDUM FOR JACK QUINN
CAROL RASCO
BOB RUBIN

FROM: Pau! Weinstein
Paul Dimond
Sheryll Cashin
Kumiki Gibson

SUBJECT: Outstanding ssues Relating To
Empowerment Zonts

As we mentioned last week, several issues exist that may need to be resolved by you
in the nexi few weeks. The following is a list of those issues on which we require guidance:

1. Time-line for issuing the RFP.

Attached 15 a proposed communique to the Enterprise Board which includes a
workplan, We need (o know whether you are agreeable to this schedule and issuing this
communigue. We believe there would be great symbolic value 10 being able t© say that the
RFP ways issued in the first yvear of the Clinton Presidency. In addition, because of 1echnical
requirenients in the legislation we feel that late~December is the absolute latest date we can
1ssue the RFP.

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

We need to know how the President and the Vice President want the Titie XX money
10 be allocated. Based on the original empowerment zone legislation, we believe these scarce
resources should be utilized for three purposes: {1} Promoting economic development and the
creation of jobs; {2} encouraging the creation of capacity-building, community~based social
service institutions that contribute t¢ economic self-sufficiency and are self-sustaining, such
as child carc facilities, health centers, and leaming centers; (3) funding innovative
empowerment programs that are priorities for the President, including welfare reform,
Individual Development Accounts, and community safety initiatives.

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




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

3. The Community Empowerment Principles.

Last summer, Secretary Cisneros recommended that 2 set of principles be adopted as
the Administration's community empowerment principles:

A conmmitment to community,

A commitment to support families.

A commitment to economic lift.

A commitment to reciprocity and to balancing individual rights and
responsibilities.

A commitment 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 suill 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 cleariy defining the problems faced by communities in
order to revise these principles. Please fet us know if you disagree with this approach.

oC: Bruce Reed
{3ene Sperling
Elaine Kamarck



ASKING THE RIGHT QUESTIONS ABOUT DISTRESSED COMMUNITIES?

The nature and scope of the problems of distressed inner city communities have vexed
analysts, community leaders, blue ribbon commissions, Mayors, Governors, state fegislatures,
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, and a
flight of capital and people ~- are expanding geographically in the core of many central citics
and may threaten Jocal 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 dynamics of the flows of people, capital, firms and jobs in our gengraphically
expanding metropolitan areas

{2) the factors which contribute to these flows

{3) the fulcrum points where potential for effective application of levers of change
might be applicd and

(4) the basic foundation policies that may well serve 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, these four charts form the
makings of a policy for empowering distressed communitics and poor persons in those
communities 10 achieve economic independence through full integration into the fabric of the
larger metropolitan landscape and regional and national economy.

In reviewing the four charts, it may be belpful (o consider three aspects of the
dynamics of growth 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
sconomically independent people or firms move,

& In the U.S. and other dynamic ecconomics all across the globe, people of all races
and incomes and firms large and small have been locating in metropolitan arcas; at the
margin, the preponderance of the net growth has been centrifugal, ic., movement to
geographically expanding suburban rings and exurban spaces. Government cannot
dictate that people and firms not choose to buy an "acre” for their own bome or Gm.

#ln the United States, there are very few instances where Anglos move in any
numbers into areas that are identified as minority, particularly African—-American, and
many minorities fear (and have been effectively excluded) from moving into areas
perceived as whites-only, Historically, government has concentrated project-based,
subsidized and public housing —— and poor, minority houschalds —~ 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 thc 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 arc 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.

e 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
"ghettocs” in many inner cities expanded even more dramatically than the marked
geographic expansion 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.)

e 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 and 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 poverty concentrations.

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



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

& In the U.S,, there are numerous examples of bottom-up community initiatives that
are transforming communities block by block; there are waves of new immigrants who
are clawing their way up ladders of economic opportunity and transforming
commumitics biock by block; and there are many examples of Afncan~American and
other minorities who are seeking -~ and succeeding ~- in not only joining the
economic mainstream but creating additioval wellsprings, creeks and tributaries.

¢ In the U.S., many central cities have tremendous public and private assets ( e.g.,
rescarch universitics, hospital centers, headguarters and financial services, distribution
centers).

# In the new cconomy 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~fine, mass production factories conveniently located near transportation; but
telecommuting froms 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 arcas and regions. In drawing
conclusions from the attached itlustrations, 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 difficulties, strategies that work with the private
markets, dynamic flows, current asscts, and from the bottom-up hold more promise of
empowering poor families and distressed communities 1o assume responsibility for joining in
an historic crossing to full -- and increasing ~- opportunity for all Americans.
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Factors Which Contribute to Flows

Historic Net Flows
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Fulcrum Points Where Potential for Effective
Levers of Change

young ad s
or emply gesters

low and moderale income

aduits
S e s and new immigrants

or emply nesters

1. Increase appoviunities for b srad wioderate income persons and households and nevy immigrants o move to ouler rings
a. ending discrintinabion
b,  prometing mobility through housing vouthers {rof project-based subsidies)
. promoting links to local labor market jok and schood-to-work setworks
4. promwting low and modersie invome howse vwnership
2. Increase opporiunities and amenitics tn rmer ciby for young adults and empty nesters from outer rings wnd other places {gnd for current residents)
inves! in economic activity and building off of exishing assels and new apporiunilies ~ incroase expanding rodes of economic activity and jobs
yrovide safe sireels, neighborhoods, work, shopping, recreation
provide school choice, chariers
enconrage community, enterizinment, cultural, relail notivity
PHEOMTARE niches, havens, oasis
encourage mixed income, viot concentrated low-income, revbad housing and home oonership
. promate Hnk to Jocal labor nurrket job and school-to-work networks
3. Empower communities

a. jamilyfcooperative assets and firms, entreprevevrship (botlom-up economic empowerment}, healthy start, hend start, family-active learning, learning
levers

b, expand capacity (and spin-offs} of existing churches, firms, community-bused argenizations

Issues: Make fringe development in outer rings harder? Facilitate inmer city redevelopment through envivonment cleanup? Regional or State special service laxation
or cumpiects {e.g., Transpartation, Recreation, Culture, Schools, Water, Sewer)

o Ynm omon e



E - Cones

{a} IN GENERAL. -~ At the reguest of local governments that:

{1} have applied to have an ares designated as an
enterprise community or an empowverment zone pursuant to
the Federal designating law;

e or

{2) have developed a strategic plan for the purpeses of
revitalizing a compunity with pervasive poverty,
unemployment, and general distress;

d or

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

3

or

{4) are experiencing financial difficultises in part as
a result of Federal mandates.

the Community Enterprise Board may coordinate, provide
flexibility, or wailve any provision of Federal law or regulation
sdministered by the Secretary ©f Housing and Urban Development,
the Secretary ¢f Agriculture, the Secretary of Health and Human
Sexvices, the Secretary of Labor, the Secvretary of Education, the
Secretary of the Interior, the Secretary of Commerce, the
Secretary of Transportation, the Attorney General, if the Board
determines:

{1} that the public interest that would be served by
granting the proposed waiver cutweighs the public interest that
would be served in furthering the underlying purpeoses of the
applicable statute or regulation in the geographic area if the
proposed waiver is denied.

{b) LIMITATIONS ON WRAIVERS,

{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 fundis will be spent in accordance with a
plan that asdvances the purpoges of that program.

(2} The Community Enterprise Board may not waive provisions
of law or regulation governing programs that would have the



effect of directing Federal funds to enterprise communities or
empowarment zones that ¢ould not have received the funds absent
the waiver.

(3) The Community Enterprise Board ghall have no suthority
to waive any provision of law or any regulation unless the
Secretary of the Federesl Department charged with administering
that provision of law or regulation, after consultation with the
Community Enterprise Board, consents to the wsiver.

{4) No waiver may ba granted under this section regarding
eligibility and benefits under the Social Sacurity Act or the
Feood Stamp Act, or of any law or regulation respecting public or
individual 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.

{3) No walver may be granted under this gection that weould
have the effect of increasing direct Federal spending above
levels that would have ocourred in the absence of the walver.

(¢} PROCEDURE. «~ The appropriate Secrestary may receive
regquests for waivers under this section and refer those requests
to the Community Enterprise Board and to the Secretary of the
Federal Department charged with adminigtering the program for
which a waiver ils sought. The appropriste Secretary shall inform
the requesting party and the Congress of the disposition of the
requast for walver.

{d) REVOCATION. ~- The appropriate Secrebary, in
consultation with the Community Enterprise Board and following
hearing, may revoke waivers in the event of gubstantial
noencompliance with a strategic plan or failure to make progress
in achieving the benchmarks set forth therein

{e} SUNSBET. -~ This section ghall expire on September 30 of
the first fiscal year that begins & years after the date of
enactment.

{f} YMPLEMENTATION. -~ In consuliation with the Community
Enterprise Hoard, the appropriate Secretaries shall, by notice
jointly published in the Federal Register, establish such
reguirensnts as may be necessary to ¢arry out the provisions of
this Act. 8Such notice shall dascribe the oriteria and procedures
to be used by the Board in considering the waivers authorized by
(section 77) of this Act.



