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Outstanding Issues 
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l. 	Renewal Communities 

Points of Agreement: 
• 	 Create 40 Re'!'Ie~al Communities 
• 	 Tax incentives hut from 2002 through 2009 


Include additiohal S35,000 of sec. 179 expensing 

• 	 Include commercial revitalization deduction 

Outstanding Issu,es: 
• 	 Do we want to provide mo:~""~apHllLgains cxe!usions? 

We offered 6(yl1o exclusion for individuals holding small business stock, plus:3 zero~rate cupital gains 
rollover for gains from RC business property that is rolled over to another RC business property 
investment. Th~y insist on getting zerO' cap gains. 

• 	 Would we gront Res the EZ ~.age credit? 
We offered wore credit, which is less generous. In this offer, they asked for EZ wage credit for the 
first time. They suggest adding cap gains rollover exclusions to EZs to sweeten our side ofdeal. 

• 	 Are w~vil!ing to require localities to relax zoning ~~ licen~ing restrictions? 
We would rather not interfere with local decisionmaking. They fcellocalities shQuld relax these: 
requirements to encourage busmess investment and get tax incentives. 

• 	 For Familx DeV~!Opment Accounts (fI)As). do we insist on funding the mu~hJhrough a tax credit to 
banks. or would a deduction be acceptable'! 
We think a dcdu;ction is unlikely to be sufficient to encourage banks to provide matching funds. 
They want a taxi incentive that is nut a credit. Do we want to change this'! Should FDAs be available 
in EZs, too'! Should we try to eliminate FDAs altogether? 

2. 	 Empowerment Zones and DC Incentives 

Points of Agreement: 
• 	 Create 9 Round JIl Ezs, for a total of40 EZs 
• 	 Tax incentives rim from 2002 through 2009 
• 	 Include EZ Wage credit in ail zones 
• 	 Include EZ ta'v~xempt financing in aU zones 
• 	 Extend DC incentives through 2009 (but not first-time homebuyer credit) 

, 
Outstanding Issues: 
• 	 They want to make $200MM EZ appropriations conditional on our accepting oth<:r unspedfied 

requests in a final VA~HUD appropriation. , 
• 

• 	 Do we agree to phase-in tax incentives? 

They argue phase-in is necessary to 'imit revenue cost.
, 



• 	 Do we want to:provide any capital gains exclusions :n EZs'! 
We offered the: same cap gains provisions in both Res nnd EZs: 6(Y11o exclusion for individu<lls 
holding sman business stock, pius a zero·ratc capital gains rollover for gains from EZ business 
property that is' roned over 10 EZ business property. 

• 	 Do we insist on extension orDC first~time homebuyer credit? 
We think the credit has effectively influenced buyer behavior. and the homebuyer credit was the 
Democralic coinponent of the DC package. They say W&M obje<:ts to extending homebuyer credlL 

3. 	New Markets :fax Credit 
I 

POInts of Agreement 
• 	 Accept N~nC!con;;cptually (not as a credit), with objective criteria for allocation to community 

development entities, 

Outstanding Issues 
• 	 New Markets Tax: Credit: Will we accept a deduction rather than credit'? 

They say Archer is adamant, They suggest letting W&M and Treasury staff work out incentives :: 
$lB, but not ca'll it n credit They say Archer can't be seen backing down from stalements made to 
Summers. I 


I 

4. 	 Low Income Housing Tax Credit 

I 
Outstanding Issues 
• 	 TIley propose Q'utting LlHTC in the minimu!p wage bill. '\ 


ThtS is unacceptable. We should insist that LlHTC is included in this package, 

I 	 .. 

S. 	 APIC and New Markets Venture Capital ."irms 
,.

Points of Agreement 
• 	 Accept AriCs ~s marked~up 
• 	 Accept NMVC as negotiated by TalentwWatts, but without our 3 programmatic fixes. 

Thcy contend t~at Velasquez does n01 agree with these 3 '/';"MVC programmatic fixes. They suggest 
going to mark~up, with a prior meeting b/w Alvarez and Talent 

I ,. 
Outstanding Issues 
• 	 NMVC: Do ~ insist that Nlv1VC investments s(affb.c pennitted)o provide "opera~!.ng assistance"? 

Allowing NMV:C staff to provide operating assistance is a core principlc of community develQpment 
venture capitaL'Forbidding the same staff who make investment decisions from also providing 
operating assistance obstructs a central feature of the NMVC business model. 

• 	 NMVC: Should the SBA be able to license an !\,MVC \vithout the NMVC having up-front binding 
commitments for 100% of its matc~.~ng grant funds? 
We think that requiring btnding commitments is such a high hurdle that few NMVCs would be 
created, In practice, most of the grant match will be raised through time. Therefore, we suggest 
allOWing NMVCs to be licensed without up-front matching commitments. but that an NMVC can 
receive its gran, money only to the extent it has raised its match. 

, 
• 	 NMVC: Should NMVCs investment authority be expanded to ~.·equity·type·' investments? 

http:opera~!.ng


We think "equity-type" investing permits the runge of instruments. more' typical ofcommunity 
development venture capiui, ralher than reStricling investments to "equity" only. if necessary, this 
could be handled in legislative history. 

6. 	 Disposal of HUD-()wned Unoccupied Property 
I 

Outstanding Issues 
• 	 Would we acc~£t required disposal ofHUD~~:-vned unoccupied buildings, per HR 1776? 

We assert that HUD already has the authority to dispose of unoccupied prope:ties as HRl776 
contemplates. Cuomo and KasichjQimly announced such a "Dollar liome" program las! week. We 
can accept this ifabsolutely necessary. though we leel it creates a rigid process where there was none 
before, 

7. 	Charitable Choice Provisions for SAMHSA Drng Treatment 
I 

Outstanding Issues 
• 	 Would ~:.e accePt use of the term "vouchers?" 

Vouchers are e~plicitly nulhorized under Welfare Reform. The undedying SAMHSA statute is silent 
on vouchers. and some state programs in fact already use a vouchcr·type system, The Senare~pa&Sed 
Frist substance abuse bill does not authorize vouchers, They have offered to remove "vouchers" if we 
concede on nex~ point. 

• 	 Would we accept language that "Aid under)J1is program is ai~ to the individual. not to the 
organization'!" j 
'fney believe thllt this provision is necessary to protect the stlltute from Constitutional challenge. They 
may Illso see thi,s as part ofa longerwterm strntegy to change the terms of the political discussion. 
Neither the Welfare Reform law (WR) nor the Senate~passed Frist substance abuse bill has thts 
language, They: had previously agreed to silence on this issue, OLe advises that courts would not 
accept this characterization without conducting their own examination of the facts and Clrcumstam:es. 
Thus. (1S a/egal matter. this provision may not have practlca/ effect. However, the provision states a 
political position that wculd be pushed in other statutes, and \vould certainly raise Democratic 
objections. 

, 
• 	 Would ..ye accept preemption of state licensing requirements for drug treatment? 

They want to 5p::cify that. in applying educational requirements for program personnel in SAMSHA
funded facilities', (I) substance abuse training provided by ROs shat! given the same credit as secular 
training in drug 'treatment. and (2) if the state's educational requirements indude qualifications not 
speCific to substance abuse treatment, then religious edueaticn and training shall be given credit 
equivalent to secular education and training, and (3) that, under certain circumstances, the HHS 
Secretary can pre..empt any remaining educational requirements imposed on ROs. Neither WR nor 
the Senate-passed Frist substance abuse bill has this language. We have two major com;ems: First. 
we want to avoid preempting state law in licensing. an area where states have traditionally had 
responsibility, with no federal role. Second. preempting state licensing requirements only for 
religious organi2:auons is particularly vulnerable to a legal challenge. 

• 	 Would \1(.~ accedt a limite~.audit for religious organizations, if such organizations ~gregate their 
federal funds? I 
This provision is in Welfare Reform, We do not like the idea of separate audit me1ho~s for different 
types of organizations. 



THE WHITE: HOUSE 

WASHINGTON 

April 4, 2000 

MEMORANDUM 

TO: 	 GENE SPERLING 
BRUCE REED 
TOM FREEI)MAN 

FROM: 	 SIDNEY IlLUMENTHALfJ/J
I 

RE: 	 Ideas for New Market. 

These letters have been sent to me by Drexel Sprecher, active in the DLe, who suggests that we 
look into invoI~ement of the National Community Development Organi:mtion and the 
Assemblies in the New Markets project. l hope this can be looked into to see if it is a good idea. , 



M"",h 27, 2OQO 

Sidney Blumenthal 
Assistant to the President 
The \\1;ite House: 
Washington, DC 20500 

Dear Sid, 

The president's April 9 visit to the Mis."issippi Delta provides a marvelous opportunity to 
apply your Madisonian perspectiveon the Tbird Way to one of his most crucial legacy iniltalivcs. 

The recent broadca.<:t of your Princeton speech on presidents and dem,)cracy confirmcJ to 
me that we haves broad range of shared perspectives and concerns. Your discussion of the 
~,ladisonian synthesls, especially your analogy to Third Way politics, is of great contemporary 
importance_ Youranalysis may inspire Democrats to reclaim Madisonian pluralism and governance 
from the Federalist Society and other legal absolutists. I viewthis as an essential step un the path to 
an authentic pO$(liberal politics, And your emphasis (m using politics to advancedemocrac)' may 
assist our party in achieving a better reconciliation of ,high ideals and principles wi!h practical 
political strategy and. tactics. 

As you may know, 1 have been advocating conservative means to hberal ends for two 
decades, and have argued that the distinction between human nalure and human potential provides a 
strong moral basis for integrating these apparent opposites. indeed these ideas have been at the 
heart of many discussions with our tnutual friends Ralph \Vhitehead and Morley Winograd over 
many years. I am confidentthat an integration of this sort will ultimatelyenable Democra~s to claim 
a new and higher;moral ground and end divided government with a dear mandate for governance. 

Their m~re immediate relevance is in community capacity development to ensure the 
success of New Markets. 'With this in mind. I am forwarding to you a letter I wrote to the president 
a month ago (which was hand deliveredto him by Craig Smith). The letter suggests combining the 
New Markets initiative,especially its mi£:fOcreditand dlgjlaldivide components, with a Jeffersonian 
approach to scli1governance(of which Madison would surely have approved). A way to do this 
effectively,at almost no cost, is to involveDon Anderson of the National Community Development 
Organization and the Assemblies that be has ~)rganized throughout the Black Belt of the South as a 
way to enahle impoverishedcommunities to lake charge of their destiny, 

The Assemblies offer the promise of markedly increasing the capacity of communities 10 

benefit from the'microlending and computer li1eracy components of New Markets. In\.'iting Don 
and his colleagues to lend their expertise and his extensiveorganizationand capacity to the initiative, 
and specificaUy the president's visit to the Delta where the Assemblies have a presence, could be 
decisivein Ihe credibility and results of this essential initiative, 

As yOlJ may know, ~forJey Winograd and I have had numerous discussions about the 
importance of decentralizedand integrated govttnance, and be shares my sense tbat this sort of seJf
governance will, make many programs: more effective. ,He encouraged me to bring it to your 
altention in order to enlist your support in ensuring tbat it is included in the tour. I also know that 
Susan Andersen', who talked witb you at the Conason book party in ~ew Ymk, mentioneu the input 
sbe has given Melanne 'Verveeron closing the digital divide, and she is also t:nth4sillstic about the 
prospect of marrying New Markets to self~governaoce,, 

Eneouragingthe president to include this approach to self-governance in New Markets is ;a 

perfect way to c~rry out your commitmenHo using. politics to advancedemocracy., 



I 

I have disclI-Ssed this with Don and be agrees this would be an exemplary and entirely 
feasible applicatio'nofthe methodology he has developed. 

I 

Susan and 1 would be more 'than happy to do anything we can to assist you with this. 

I will plan to call you shmtly to hear :your thoughts and to learn how you think we might 
hcst proceed, 

Kindest regards, 

Drexel Sprecher 



" 

February l7,200<? 

The Honorable William Jefferson Clinton 
President of the United States' 

The "''hite House: DETERMINED TO BE AN 

Washington, DC fOSOO ADMINw'r"ATIVE MARKING 

PERSONAL ANp ~: 11a1 DATE:.3.t1£ 

Dearest Bill, 

As you begin the final year of your presidency, it is heartening to sec YOu with so much 
cornmitmentand so many plans to make a. difference until the provcrhlallasf hour of the Ia..<;t day of 
your term. Your tone has been magnificent On many recent occasions, Your lighthearted yet 
devastatingresponse yesterday to the question about the inces . .'..anl personal attacks on you by Three 
Quarter George and Senator McCain, pOinting out the lack of suhstantiveissues for them to run on, 
W1.<; an impressive blend of tactics and transcendence. 

Everyday i am reminded of the limited time remainlngon your watch. This often deeply 
saddens me. Eve'n if our efforts to elect the Second Minister as your suecessor are suceessful, there 
are so many wnys in whlch neither be nor anyone else on the American political stage can replace 
you, ' 

It IS wonderrul to hear that you will continue to promote your New Markets initiative with 
an April visit to 'Mississippi and other places Robert Kennedy visited in his own crusade to 
empower the poor. As you know, your friend Hiram Eastland 1 have often discussed the parallels 
between you and:Bobby, and we have both written you about him on several occa."ions. New 
~larkets is an opportunity to experiment in the uncharted territory envisioned by Bobby and only 
partially explored with his pioneering work in Bedford~Stuyvesant 

The rossi'oility Ihat you may in.;orporate microcredit inilialives into New Markets is very 
exciting. I remember when you were still O(wemor when you shared your enthusiasm for the 
mlcrocreditinittativesof Mohammed Yunus (who once attended a semlnaron beyond left and right 
thinking that J presented at Cenler for Strategic and International Studies), Equally exciting is your 
cornrnitmentto cl~sing the digital dividein the conetxlof New Markets. 

Your addition of these components to New Markets couid be tremendously sl~ngthened by 
enhanced civicand democratic participation. Your 1992 campaign evoked the idea of free enterprise 
for the many rather than tbe few. You have often said that America must bring free enterprise and 
democratic participation to tbe developing world. r suggest that combining free enterprise and 
democratic participation under the auspices of New Markets would greatly leverage the resources 
invested in antipovertyefforu here in America. 

One of 'be major factors determining the degree of success of mlcrocredit is mutual l'Upport 
among membl.:r~rof the community. Best practices fOI" microc;redit programs generally involve 
organizing the community into support groups and raising the civic consciousness of these groups. 
Organizing in~tiUs the capacity for community planning, decision making. and action. A more 
~pecific result is to provide group support for loan recipients as a substitute for hard collateral. 
This organizing process would normally require a substantial invcstmentin training and staff. 

There is an exciting altemativewbich is already availableand well matched to New Markets. 

http:DATE:.3.t1


Don And~rSon of the National Community Development Organization has demonstrated 
~uccess in empowering some of the poorest communities in America to lift themselves out or 
poverty and begi~ to determine their futures. Don may have done more than any person (and 
perhaps more tha~ any single antipovertyinitiativc)to hring impoverishedcilizeng and communities 
into greater parti~ipation in American lire. He il'l. a black Jeffersonian educated at the. London 
School of Economics and the University or Michigan Law School. He abandoned a leadership role 
in the Congressio~al commiltecworking on antipovertylcgislalion in the t 960s to devote his life to 
pursuing an alternativeviston for which no evirlenceexisted. 

Over the last three decades, he bas organized hundreds of thousands of citizens through the 
Black Belt of the South .into paragovemmentalorganizations modeled after the ward repuhlics 
Jefferson described two ct:nturies ago. These community polJticat ·institution~ make decisions 
about local conce'rns and serve as intermediaries between citizens and formal government at the' 
county, stale, and~federat levels, They solicit grants and raise money ror commonly determint:o 
purposes. 

Assemblies provide a method to create horizontal relationships in which tbe existing. 
complementary skills of the members are cons_ldered community assets. r...lembers of a community 
provide services through mutual nonmonetary exchange of knowledge and care. This exchange 
progressively replaces the need for many governmentserviccs. When done well,this provides great 
leverageand cost-;effecti veness. 

Although the Assemblies are not voter registration organizations, Assembly members have 
registered enough voters 10 have provided the margin victory for a number of ejected officials, 
amnog them fonner Virginia Governor Douglas wader, Senator Robb, and Representative Eva 
Clayton. They have been the primary cause of ending white minority rllle In several majority black 
cuuntics in the South, 

Don Anderson says access to capital is one of the major factors limiting what these 
communities can do once organized, This suggests thal combining them with New Markets is a 
natural step. 

The Assembly model is replicahle and cost-effective. Assemblies are currently active in 
sil;ty-four countries in Virginia, North and South Carolina, Georgia Rnd Mississippi, and in three 
cities, the largest of which IS Cleveland, Ohio. Organizing Assemhlies in new areaS is inexpensive 
and rakes only ah9ut a year, Don;s confident that the Assemhly model >:ould be adapted for Pine 
Ridge and other [ndian reservations, 

Assemblies provide an existing and ready community support structure of the type that 
enables lending for small enterprise to work. They can replace the need for much of the st3ff and 
training thai microcredit would require, 

I 

Your New Markets Initiative would become even more powerful when combined with this 
approach to co~unity decision making. , 

Don is a dose friend of Ambassador Wyche Fowler, who supported Don's early work in 
the South. was a trustee until you appointed him. Wyche can youch for the power of the Assembly 
model. When Wyche was a Senator, you hriefly visited With himand Don at a Democratic meeting 
hosted by Smi.th Bagley at the Homestead in Hot Springs, Virginia. I wouid like to reintroduce you 
to Don and encourage you to make use of his exemplary life and innovative work. You may reach 
him .t (202) 554-3265. , 

The struct~re offered by the Assembtjes would ,also support your efforts to bridge the 
digital divide. Mu~ual support within a community will be a major fa<:tor determining the degree of 
successful assimilation of technology into people's lives, work, and learning, 



You may n~t know that last faU [ was nominated to be a reUowat the United States Inlemet 
Council. ThaI may make me the first Democrat in a policy role with the Council. My colleague 
Micbael Vlahos and I plan to think about long term issues involving the relationship hetween 
cyberspace and ct~ilization. Michael and some others at the Council would be very interested in 
expanding access to the Infosphere. , 

The week before last I partidpatedin organizing a meeting between President Iglesias of the 
Inter-American DevelopmentBank and some thought leaders and execujivesin Silicon Valley. The 
topic was ways to use technology to improve economic and social development in Latin America. 
\'Ve discussed the importance of subjective factors in the beneficial assimiiation of technology. 
S'usan Duggan and Don Presson of the ,"Vorld Internet Center made a ~Irong c~e for the 
importance of human capital. I suggested to President Iglesias that he search for ways to address 
the false choice between establishing equal objectivc legal rights and providing programs ihai 
recognilc the wide variance in subjective capacity among different individuals and communitics 
whose circle of coricern ranges from the dan to the entire wori<t He responded very favorably to 
this idea and J eXpect that it will be discussed at the Bank's conference on technology and 
developmentin Ne~Orle~ns in March. 

You may Te:member me introducing you to New York Universily professor Susan Andersen 
at the DLe's t\alional Conversation in Baltimore lust July, You may also remembertht1t Susan later 
sent you the Mandela biography (which we noticed you carrying off Air Force One a few days 
later). In October, Susan wrote Melanne Verveer about combining service learning and 
AmeriCorps with high tech tutoring to reduce the digital divide. She also wrote Mclanne the first 
week in January about marrying effort.s to bridge the digital divide to New Markets. 'Melanne 
forwarded these 1~t1ers to Jerry Edmunds for consideration for the State of tbe Union. Susan 
agrees that the impbrtanceof this is that the technology must be complemented by attention to the 
individualand com~unity capacityto use it 

As you knJw, I believethat the success of the Third Way ~nd your synthesis of opportunity 
and responsibility has been due in large part to its integration of the subjective factors recognized 
by conservatjvesand the objectivefactors recognized by liberals. 

You are a livingexamp'e of tbe import'ance of subjective factors. As r have said, you share 
with Robert Kennedy the rare ability to appreciate people at aU stages of 'developmentas subjects 
with concerns and aspifatio~ rather than objects \\,ltb rights. The LAst PUfTicif.tI1 presented some of 
the evidence that Bobby appreciatedthe transcendental stages of subjectiverievelopmcntand that his 

, !cgendat}' connection with the poor in Mississippi and his ability to hear the voices or the poor in 
Bedf()rd-Stuyve:.;arit were because of this rare capacity. 

I 
'What is stiU needed is a higher and more expansive Third Way, a political pbilosophy that 

integrates sUbjective and objective factors at all stages of development and in cultural as well as 
economic arenas. My cotleagues and I continue to work on defining this, and it is becoming a 
cenlerpieceof my collaboration with Ken Wilber on the Integral Politics project of his Integral 
Institute. As America becomes more diverse, we will continue (0 be challenged by tbe fruse choice 
between cultural identity and national unity. That is why the next stage of the Tblrd Vla.y must 
ihdude the integration of pluralism and universalism. And this universal pluralism will require 
decentralized and integrated governance. Morley Vlinograd and 1 continue to discuss this ahd 
agree. that this is the future of governance. Don's Assemblies are an outstanding example of the 
local component ofidecentralized and integrated governance. New Markets has the potential to be 
an outstanding example of the federal component. 

I 
One principle of the next stage of the Third \-Vay is that objective interventions, whether 

financial or technical, must he integtated with the recognition of subjective factors at the stages of 
devclopmeniappropriate to partic:ularcommunitiet Combining New Markets with self-governance 



is a conerete e:'(ample of a way to translate this principle into practice. Robert Kennedy thought the 
federal government and business community should invest in Bedford~Sluyvesantto bring it into 
fuil participation in the American community while allowing a high degree of local community self 
governance (and ;possibly some freedom from federal rules to enahle more choices to be made 
there), 

SUSan and i ha\'c already discussed these ideas at some lenglh wilh Hiram Ea..<i>tlnnd, Last 
summer at the National Con .... ersation, the three of us met with Cindy Ayers~ElIiot, an investment 
banker from Mississippi. She recognized the Importance of community support structures and was 
very receptiveto the idea of combining investment in microcredit with the Assemblies. It would be 
relatively easy to for the four of us to convene a group to assist you and the staff working ou this in 
thinking through and planning this. '. 

Enhancin~ your New Markets initiati .... e with the Assemblies could be the best eump[c to 
date of what Bohhy advocated. It would reduce the cost of launchjng microcredit and digital divide 
initiativesand increase their effectiveness, This combination offers a perfect opportunity to advance 
empowerment of:the poor to unprecedented levels. This CQuld result in the most powerful anti~ 
poverty initiativeeverat a modest cost. Its philosophicai foundation and practical effects would also 
allow you to present it as an outstanding example of using conservative means to liberal ends, with 
aU the political benefits that implies. 

\Ve look forward to an opportunity to support you in this great endeavor. 

In the meAntime,much love and Godspeed. 

Kindest regards. 

Drexel 

Drexel Sprecher
133 Kearny Street 
San Francisco, Ca_lifornia 94f08 

(415) 440-1 II 1 l 

drexei@amerieanrenaissance,com, 



i Presii:lent Clinton's Challenge To InvestIn 
America's New Mar.kets 

• 	 The President's Ne\y Markets Tou! will H~lp Direct the Flow of Opportunity and 
Investment into Some of the Most Stubborn Pocket~ of Poverty in our Nation. The 
President will 'not do so with big~govemment solutions more appropriate for an earHer time. 
lnstead, he wi!l expand on the innovative approach to community empowennent he and the 
Vice Presiden~ have pioneered for nearly seven years. He will hamess the entrepreneurial 
spirit and enlightened self-interest ofille private sector to bring new capital and jobs to 
communities that the prosperity of the past 6 !t2 years has passed by. The President will lead a 
bipartisan deJ¢gation ofcorporate CEOs, Members ofCongress and Cabinet Secretaries on 
an unprecedented tour of communities in great need of capital and support. This four..nay 
tour through America will shine a spotlight on the grca1 potential of these untapped markets. 

• 	 The President 'Will Be Traveling to the .Following Communities Across the Nation. (1) 
Annville, KYIHazard, KY (Appalachia); (2) Clarksdale, Mississippi; (3) East St. Louis, IL; 
(4) Pine Ridg~ Indian Reservation, SD; (5) Phoenix, AZ; (6) Los Angeles, CNAnaheim, CA 
On this trip, the President will mobilize a large and broad array of private-sector investments 
in our untappoo domestic markets~ highlight for the nation that these investments represent 
wise business. decisions ~ especially at this time of rapid economic growth) when finns are 
eagerly searching for new workers and new markets, 

• 	 America is EnjoY~!1g .a Time of Remarka~Jc Economic Expansion. Because this 
expansion has been so strong and so sustained, the bencfits of economic growth have flowed 
to milltons of people once cut off from the economic mainstream. Wages are rising and 
welfare rolls are shrinking. Unemployment bas dropped from 7 2 percent to just 4,2 percent
the lowest it's been since 1970. 

• 	 Too Many Communities in America where Une~ploymcnt is Too High and 
O~~~unity is Too Scarce. In our inner cities. small- and medium-sized towns, rural arcas, 
and Native American communities l there is consumer market that is grossiy underdeveloped. 
There will never be a bener time for America to develop this market. 

, 
• 	 Attr,!ctiug New !nvestmeuts. Later this month, the President will announce legislation that 

- through new tax incentives and investment tools -- will make it more attractive for 
corporate An~erica to search for opportunities in places where they have rarely. i rever, 
looked befor~, These undcrserved areas or New Markets include economically devastated 
communities throtlghoul1hc country. The President's New Markets initiative will provide to 
investors the;sarne tax credits and loan guarantees already provided to investors in emerging 
economics overseas, 

.. , 




PRESIDENT CLINTON AND VICE PRESIDENT GORE'S SIX-YEAR RECORD OF 

PROMOTING GROWTH AND OPPORTUNITY IN AMERICA'S COMMUNITIES 


Since 1993, President Clinton nod Vice President Gore have been committed to tapping the potential of 
America's urban and rural communities, They have I) demonstrated record of creating new initiatives and 
expanding existing l11itiatives to promote community and economic development The Clinton-Gore 
Administration hus worked with the prjv3te scc~or, states, and localities to help revitalize America's 
communities by hringing capital, jobs, and opportunity to distressed areas and clcaniJig up the urban 
environment ·President Clinton and Vice President Gore have created or expanded the foUowing initiatives 
over the last six years: 

Helping to firing Private Entcrprls~ and Capital to Distressed Areas. The Clinton~Gore 
Administration has renewed the commitment orthe Federal government to help bring private 
entcrprise into underserved communities and improve access to capital for low-income households, 
minorities, and traditionally underserved borrowers. 

• 	 125 Empowerment Zones and El1tf.!.Cerise Communities,. The Clinton Administration has 
announced 105 ~Zs and Ees across the country. This effort was proposed by President Clinton 
and passed by Congress in 1993. Since then. the EZiEC effort has generated more than $2 billion 
ofnew private sector investment in community development activities. The President also has 
signed inlo law a second round ofEZs -- 15 new urban and 5 new rural zones -- which wil1 qualify 
for tax incentives, smaH business expensing, and private activity bonds. In FY 1999. President 
Clinton and Congress provided first~year funding of$55 million for the new EZs, and 55 million in 
first-year funding for 20 new rural Enterprise Communities announced in January. 

• 	 Strengthened (111(1 Simplified the Comm~~!!.!-:ty Reinvestment Act (eRA). In April 1995, the Clinton 
Administration rclormed the eRA regulations to empbasize pcrfonnance. According to thc National 
Community Reinvestment Coalition (NCRC), the private sector has pledged more than $1 trillion 
going forward idloans to distressed communities - and morc than 95 percent of these financial 
commitments have been made since 1992. Banks made $18,6 billion in community development 
loans in 1997 ah?nc. Lending to minority and low-income borrowers is also on the rise. 

• 	 Created the Community Development Financial brstit!llJ~IlS Fund (CDFI). Proposed and signed into 
law by the Prcsi~ient in 1994, the CDFi fund, through grants, loans, and equity investments, is 
helping to creat~ a network of community development financial institutions in distressed areas 
across the United States, In FY99, funding was increased 19 percent to $95 million from $80 
million, ' 

• 	 The Economic DevdopmenJ !!.!{ti(lllve (EDI) (Iud Seclion 108 Loon Guoralltee. EDI grants are used to 
infuse capital iOlo community development projects, enhancing the debt financing provided by lhc 
Section! 08 10al'1 guarantee program, Together. these programs support critical economic 
development in Idistrcssed communities. Estimated jobs supported by ED! and the Section 108 loan 
guarantee have grown by 300,000 from 1994 to 1998. During this time period EDI and the Section 
108 toan guarantee programs have funded $3.5 billion for marc than 650 separate project 
comll~itll1cnts. i 



Helpfnl: to Brine Jobs and Opportunity to Distressed Areas. A cornerstone of the Administration's 
community empowerment agenda is helping to bring jobs and opportunity back to distressed areas: 

• 	 $3 Billion Welfare-la-Work Jobs Initiative. The Clinton Administration fought for a S3 binton 
welrare-to~work jobs initiative as part of the 1997 Balanced Budget Agreement. The 
Administration is implementing these welfare-tv-work grants directly to both cities and states for 
allocating additional reSOUrces to help iongwtenTI. hard~towserve welfare recipients find and keep 
jobs. I 

• 	 Wel{are-towWork Tax Credit alld Work Opportwlit}' Tax Credit. The Wclfare-to·WQrk Tax Credit. 
enacted in the 1997 Balanced Budget Agreement. provides a credit equal to 35 percent of the first 
$10,000 in wages in the first year of employment. and 50 percent of the first $10,000 in wages in 
the second year. to encourage the hiring and retention oflong~term welfare recipients. This credit 
complements the Work Opportunity Tax Credit, which expands eligible businesses to include those 
who hire young adults living in Empowerment Zones and Enterprise Communities. 

• 	 COt1l!!.luflitV Development Block GraJ~.( (CDnG) Expansion. President Clirllon's FY 2000 budget 
included an expansion of CDBG. The final budget increases funding for CDBG from 54.750 
billion in FY 1999 to $4.775 billion in FY 2000, a $25 million expansion this year. 

Clcanine Up the Urban Environment The Clinton Administration has launched a landmark effort, 
including the Brownfields Tax Incentive. to clean up and redevelop Brownfields sites. In total, the 
Bro'l.'<11fields action agenda has marshaled funds to clean up and redevelop up to 5,000 properties! 
leveraging between $5 billion and $28 hillion in private investment and creating and supporting 
196,000 jobs. I 

PRESJI)ENT CLIN1'ON AND VICE PRESJI)ENT GORE ARE BUILDING ON THEIR PAST 
ACHIEVEMENTS THROUGH A NUMBER OF NEW INITIATIVES THIS YEAR. 
While Americans are enjoying the fruits of our strong economy. we still need to do more to improve 
conditions in underserved urban and rural communities, To address this need, President Clinton and 
Vice President Gore are working on sevcml fronts, , 

The New Markets J~itiative. President Clinton's FY 2000 balanced budget provides a new initiative 
designed to create the conditions for economic success by prompting approximately $) 5 billion in new 
investment in urban and rural areas through: 

, 
• 	 The New Markets Tax Credit, To help spur $6 bilIion in new equity capital. this tax credit is worth 

up Lo 25 perccnt for invesll'!1ents in a widc range of vehicles serving these communities, including 
community dcveiopl'nent bunks, venture funds, and the new investment company programs created 
by this initiative (sec below), A wide~rangc of businesses eould be nnanced by these investment 
funds, including small technology firms, ilUlerwcity shopping centers, manufacturers with hundreds 
of employees. und retail stores. 

• 	 Americas Private iJl1'est!.~!.e!lt Companies CAPles). Just as America's support for the Overseas 
Private Investment CorportltiQIl helps promote growth in emerging markets abroad, APICs \vill 
encourage privnte' investment in this country's untapped markets, by lcvemging up to $1.5 hilion in 
investment in new development projects and larger businesses that are expanding or relocating in .• 
inner city and nll·41 areas. 
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• 	 . SBIC's Targelc(tto New Markets. For over 40 years, SBA's Smal1 Business Investment Company 
(SBIC) program has provided roughly $20 billion in equity and debt financing to mOre than 85,000 
different companies, helping them to grow from small businesses to household names, like AOL 
and Staples. However. 100 linle of the ca.pital invested has benefited our cities and rural distressed 
communities. S~A now will offer more flexibility and new financing tenns for SBICs that invest 
in underserved areas, 

.. 	 New Markets Venture Capital (.NMVq Firms, N'MVC !inns will make both capital and expert 
guidance available to small business entrepreneurs in inner~city and rural areas. Ten to twenty 
NMVC fifrr!s arc' planned. SBA will match the equity and technical assistance ofprivate investors. 

• 	 New Markets Lending Companies (NMLC). For the first time in many years, SBA will approve 
approximately 10 new non-bank lenders ~~~ firms authorized to originate loans under SBA's largest 
loan program - the 7(a) General Business loan Guaranty program. Under the 7(a) program. SBA 
guarantees up to 80 percent of a loan made by a lender to a creditworthy small businesses that 
cannot otherwise secure financing on reasonable tenns. Firms musl have a strategy to target 
lending to underserved areas. 

• 	 MicrOtJ1!.~.erprise Lending alld Teclmi<:.ai Assistance. Microenterprise initiatives in the FY 2000 
budget include tlie proposed PRIME Act, under which the CDF! Fund will provide microen!c!]>ris. 
technical assistance through competitive grants to microenterprise development organizations that 
focus on low-income entrepreneurs. President Clinton's and Vice President Gore's proposal a1so 
includes a doubling of support for technical assistance in SBA's Microloan Program and a 
doubling of support for SBA lending to leverage over $75 million in new microlending. The 
microenterprise strategy will also Involve new funding for Individual Development Accounts 
(IDAs) and for SBA's One-Stop Capilal Shops. 

• 	 Regioftai Connections. Regional Connections win provide competitive funding to Stares and 
partnerships of local governments to develop and implement new, locaHy driven "smarter growthH 

strategies that create more livllble communities by addressing economic and community 
development nee~s across jurisdictional lines. Regional Connections, as part of the 
Administrations' Livability Agenda, will complement existing federal programs that respond to 
growth and itwcstmem patterns. The budget proposes funding at $50 million in FY 2000, 

• 	 The ECOttQ!!!.ic J)ellelopmenllfljli(lfi\'e.~lId Section J08 Loan Guarantee Program. This program 
supports critical economic development in distressed communities in conjunction with the Section 
108 loan guaranlee program to help bring cconomic'deveiopment to residents. In FY 2000 many 
projects will be eligible to participate in the Community Empowerment Fund Trust, a pilot 
program j which will enable the pooling ofloans and the creation of a private sector secondary 
market for economic developmcnt loans. The CEF spcciflcally targels Welfarc-to-Work and City
Suburb Business ,Connections, building upon the success ofHUD's EDI and Section 108 loan 
guarantee program, 

• 	 EmpmvermeJ1l Z/mcs and Enterprise COIJJ1J1!lllities. The FY 2000 Budget proposes mandatory 
funding for tcn years: $150 million a year for urban EZs and Strategic Planning Communities; $10 
minion a year for rural EZs; and $5 million a year for rural ECs, 
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• 	. Communit~:.pevelopmeJtl Fintmciallllstitutions (CDFl) Fund The budget proposes to expand 
funding for the CDFI Fund to $125 million--a $30 million increase from 1999. The Fund increases 
the availability of credit, investment capital, financial services. and other development services in 
distressed communities. 

• 	 BusincssLfNC The President's FY 2000 budget includes seed money to expand Business LlNC-
an innovative puplic-private partnership launched by Vice President Gore ~-- for new markets in 
economically dis,tressed communities. BusincssLl:"lC (Learning, Infommtion, Networking and 
Collaboration) is designed to encourage large businesses to work with small business owners and , 
entrepreneurs. 

• 	 Low-lncomt}...Holising Tax Credit. Since its creation in 1986, the Low-lncome Housing Tax Credit 
(L1HTC) has given states tax credits of$1.25 per capita to alloca!e to developers of affordable 
housing. While building costs have increased 40 percent in the last decade, the amount of the 
credit has not been adjusted for inflation. Tberefore) President Clinton and Vice President Gore 
propose to incrca'sc the cap on the LIHTC from $1.25 per capita to $1,75 per capita -- restoring the 
vaiue of the credit to its 1986 levei and helpiug to an create additional 150,000-180,000 new low
income rental housing units over the next five years., 

• 	 PJay~by-the-Rulcs. Tbis program will anow renters 'with solid payment track records to own a 
home. The FY 2000 Budget proposes a second round of$15 milHon for this initiative. 

I 
• 	 Jle/ping America 's Communities Redevelo/! Abandoned Buildings. Redevelopment of Abandoned 

Buildings, as part orthe Administrations' "Livability Agenda," would attack one of the primary 
causes of blight in urban neighborhoods: abandoned'apartment buildings, single~family homes. 
warehouses, office buildings, and commercial CL'11ters. Under the proposal, HUD will provide $50 
million in competitive grant funds in FY2000 to local governments to support the demolition or 
deconstruction of,blightcd, abandoned spaces. 

, 

...
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The President's Trip to America's New Markets 

Below i~· a short profile (}u each ofthe communities the President will visit. These 
communities represent a broad range ofcommunities tltat reflect (he cnltural altd geographic 
diversity ofthe cOllntry. Each cOIIlt1Ulllity allows the President to colt atlemion to the I1ced for 
a.ccc.\'S to cap/fill ill economically ,listressed areas, as well as identify IIII! economic potential 
for investmellt in these under-serl'ml markets. 

y 	 Annville/Hazard? Kentucky: The President is traveling to Kentucky to call attention to the 
need for investment in Appalachia and new market opportunities in these rural are.as. 

). 	 Clarksdale, Mississippi; The President is traveling to Clarksdale - a rural community in 
the Mississippi Delta - to focus on investment in the Delta and mrnl new markets. 

>- East Sf. Louis: East St. Louis is an empowennent zone community. The President is 
tmveling to East St. Louis to call attention to the economic problems in fonner industrial 
centers and new market opportunities in urban enterprise zone communities. 

l 

). 	 Pine Ridge Indian Reservation, South Dakota President Clinton will travel to Pine Ridge 
to call attenJion to {he lack ofprivalc sector investment in Native American communities:. 
Pine Ridge is the first Enterprise Zone on a reservation. 

)- South Phoenix, AZ: South Phoenix is historically one ofthc poorest neighborhoods in the 
city_ The President is traveling to Soulh Phoenix - an Enterprise Community with a large 
Hispanic population - to call attention to the need for access to capital in Hispanic 
communities. 

y 	 Los Angeles/Anaheim) CA: The President is traveling to LA to call attention to the need to 
provide job trai.ning to disadvantaged youth, and the new market potential in tapping a new, 
productive workforce. The President win travel to Anaheim to encourage private sector 
workforce investments in disadvantaged youth. 



" 

,, 
Despite the longest peacetime economic expansion in history. marked by tremendous business 
and job groWth. and much capital in search of good investment opportunities, many urban and 
rural areas tic the country have not participated in the capital investment that has spurred job 
growth and :economic development elsewhere at home and abroad. President Clinton's. 
commitment to building one America is a commitment to making progress for all Americans, in 
every homeland community in the nation. 

I 
President Clinton challenged the leaders ofWall Street, who are fueling America's economic 
growth, to t~ke the lead in investing in America's own '~ew :\1arkets" -- inner-city areas, like 
New York's East Harlem. and distressed rural areas like parts ofAppalachia. The President's FY 
2000 balanc1ed budget includes a new initiative designed to create the conditions for success by: 

• 	 providing tax credit and loan guarantee incentives to stimulate billions ofnew 
private capital investment in targeted areas; 

• 	 building a network ofprivate investment institutions to funnel credit, equity, and 
technical assistance into businesses in America's new markets; and 

• 	 providing the expertise to targeted small businesses that will allow them to use 
new investment to grow. 

WORKING WITH EXPERTS AND CONGRESS 

The President's New Markets Initiative was developed by an Administration task force that 
consulted with investment advisors, community development financial and venture capital 
pioneers, and Members ofCongress who have lead efforts to promote investment in underserved 
areas. 	President Clinton has laid out. solid framework from which to build, but he will further 
solicit the reactions and ideas of a wide range of experts and Congressionai Jeaders before he 
sends the legislation to Congress. 

HARNESSING THE POWER OF THE PRIVATE MARKET TO REVITALIZE 
. COMMUNITIES 

The New Markets initiative wiU prompt approximately $15 billion in new investment in urban,
and rural areas , through: 

1. 	 Th. New Markets Tax Credit - To help spur $6 billion in new equity capital for, 
investment in America's New Markets, President Clinton has proposed a tax credit worth 
up to 2S percent for investments in a wide range ofvehicIes serving these communities, , 



2. 

3. 

4. 

incJuding community development banks, venture funds and corporations, the new 
investment company programs announced by the President (see descriptions below), and, 
other targeted investment funds. Credits would be allocated to the targeted investment 
veh'icles which could use the tax credits to attract investors, The investment funds , 
w0l:lld make their own decisions about what investments or loans to make to help create 
and grow businesses in the New Markets. A wide range ofbusinesses could be financed 
by ipese investment funds, including small technology finns. inner-city shopping centers, 
manufacturers with hundreds of emplDyees. and retail stores. ~ 

, . 
Am'!rica's Private Investment Companies (APICs) ~ For years, America has supported 
OPI,C. the Overseas Private Investment Corporation, to promote growth in emerging 
markets abroad. Now we must do the same thing in America's New Markets. Under this 
program, investors will put a minimum of$100 mHiion in equity into new private 
investment partnerships to be known as America's Private Investment Companies 
(APICs). HUD and SBA working together will provide up to another $200 million in 
loan guarantees for each, APICs wiB make eqUity investments in larger businesses that 
are expanding or relocating in inner cities and rural areas. Under the financing structure, 
the private investors' funds are at risk ahead of the government. However, the individual 
jnvestment decisions must be approved by the government for consistency with the 
public policy mission of the program, 

SBles Targeted to New Markets -Over 40 years, the SBA's smalI business inves~ment 
company (SBIC) program has provided roughly $20 billion in equity and debt financing 
to more than 85J OOO different companies, helping them at a critical stage to grow from 
small businesses to household names,like AOL and Staples. However, 100 little of the 
capital invesled has benefited our cities and rural distressed communities, Last summer. 
the Vice President challenged the SBA to find ways to meet better the needs ofminority 
finns and underserved markets, In response~ SBA detennined that, under existing 
legislation. the Agency can offer more flexibility and new financing {enns to make it 
more attractive for SBICs to invest in businesses in low and moderate income (LMl) 
areas.; Specifically. SBres r.:Jaking LMI investments will be eligible for a new type of 
federally guaranteed loan to augment their capital for business investment. Interest on the 
guarahteed funding wHl be deferred for the first five years of the 1 O~year term to give 
SBles more time to nurture their investments in sman businesses before they must 
prodube a return. In addition, SBA win conduct an aggressive outreach campaign 
aroun~ the counuy to promote LMI investments. 

New Markets VClllurc Capital Firms (NMVCs) - There are thousands of inner-city and, 
rural ~ntrepreneurs who need both capital and expert guidance to transfonn their small 
busine,sses and great ideas into thriving companies. SBA will select ten-to-twenty 
N1\1fV~ firms whose management has successful records in community·based venture 
capital, The equity funds ofprivate investors win be matched with government debt 
guarantees ofup 10 $10 minion per NMVC. \'lith interest on the debt deferred. Investors , 
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must also provide at least $1.5 million in technical assistance over five years to the target 
firms, matching SBA's grants of technical assistance. The program should provide long~ 
tC11ll) patient growtn capital and facilitate critically needed technology and management 
skills development for smaller businesses in new markets.,, 

S. 	 1'1,,,, Markels Lending Companies (NMLC) - For the first time in many years, SBA will 
app,rove approximately 10 new non~bank lenders ~- firms authorized to originate loans 
under SBA's largest loan program •• the 7(a) General Business Loan Guaranty program. 
Under the 7(.) program, SBA guarantees up to 80% of a loan that is made by a lender to • 
creditworthy small business that cannot othenvise secure finandng on reasonable teons. 
The finns selected must have a strategy to target their lending to underserved areas, 

6. 	 C(m'tinued Growth/or CDFls - The President's jnitiative to develop community 
dev~lopment financial institutions (CDFls), locany~based institutions with expertise in 
lending and investment in underserved areas, wiil continue to grow. His FY 2000 
balanced budget will include $125 million for the CDFl fund. Thus far, CDFJ has made 
over~$180 mimon in awards to community deyelopment organizations and financial 
institutions. 

7. 	 BusiltessLINC - The President's budget will include $3 million in seed money to 
expand BusinessLINC ~~ an innovative publlc~priva!e partnership launched by Vice 
President Gore and led by Treasury Secretary Rubin and SBA Administrator Alvarez ~~ 10 

new fnarkets in economically distressed communities. BusinessLINC (Learning, 
Information. Networking and Co!Jaboration) is designed to encourage large businesses to 
work :with small business owners and entrepreneurs in order to improve the economic 
compbtitiveness of smaller fimis located in distressed areas. both urban and rural. The 
funds:will be used to leverage pri\'ate sector efforts to spur new BusinessLINC 
partnerships at the national and local level, 

, 

8. 	 Specialized Smafl Business Im'£slmeflf Companies (SSBICs) - The President's budget 
will expand current tax incentives to increase the amount ofequity capital available to 
economically disadvantaged people by making it easier for Specialized SmaH Business 
Investment Companies (SSBICs) to qualify as ta.x-favored regulated investment .. 
compames., 
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