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November 22. 1995 

MEMORANDUM FOR 	 TIM BARNICLE. USA LYNCH 

MICHAEL BARR, 

SHERYLL CASHIN. KUMIKI GIBSON 

ELAlNE KAMARCK 

BRUCE KAn, MIKE STEGMAN 

BOB UTAN, STEVE REDBURN 

MARK MAZUR 

ELLEN SEIDMAN 

MIKE SMITH, JUDY WURTZEL 

PAUL WEINSTEIN 


FROM: 	 PAUL DIMOND 

SUB1Ecr: 	 COMMUNITY EMPOWERMENT -- NEXT STEPS 

cc: 	 LAURA TYSON, GENE SPERLING 
BRUCE REED 
KEN APfEL, BARRY WHITE 
JEREMY BEN-AMI 

Thanks for your continuing help, Our schedule for completing development of the policy 
options for consideration by the Principals is. 'as follows:, 

• 	 By C.O.a. Wednesday, November 29, please """8mit two-page summary of the 

policy option(s) for which you are serving as. tcam leader to Paul Dimond (456
2223) and Mark Mazur (395-6809), Include whatever back-up, background Or 


supporting material that you believe is essential as an appendix. 

• 	 fn conjunction with the OMB PADs, Mark alld I will meet with the designated team 
leaders 	to discuss questions and any ·proposed revisions.on Thursdayj November 30 
and Friday, December L 

, 
. • 	 By C.O.B., Monday, December 4, we will circulate for your comments and 

suggestions the ,revised summary of the policy options along with a revised summary 
of the framewo~k for considering the options and issues for discussion. 

• 	 By C,O.B., Wednesday, December 6, we will finalize the policy options and any 
discussion paper. 
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The policy options and team leader(s) for each are: 
I 

• 	 Build on EZsIECs -- cashin, Gibson 
• 	 Build on CDI'Is -- Barr, Weinstein . 
• 	 Build on BrownfieldJPort Development -- Seidman 
• 	 Home-Ownership Communities -- Katt, Litan 
• 	 End Public Housing as we know it -- Katz, Litnll 
• 	 [Transform HUD. This proposal may be one "ption or component of a larger 

reinvention proposal. As a result, fuJI development and consideration of this proposal 
may proceed on a different timetable.] -- Litan, Kmarck, Katz. Weinstein~ and Cashin 

.• 	 Joblink -- Ba!llicle, Lynch, Cashin . 
• 	 rSchool-to-Work. This proposal will be colu;iccred primarily by the Youth Working 

Group.] -- Smith, Wurtzel 
• 	 [At-Risk Youtli/EC-EZ Youth. The•• proposals may be considered primarily by the 


Youth Working Group] -- Barnicle, Cashin 
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THE WHITe: HOUSe: 


WASHINGTON 


October 28, 1993 

MEMORANDUM FOR BOB RUBL'II 

FROM: Paul Weinstein 

SUBJECf: Community Empowerment Objectives 

The Building Blocks -- Jobs 
, 

The core objective' for empowerment zones and enterprise communities must be the 
creation of jobs. If the zones and communities do not create jobs) the program will be billed 
as a failure -- it's that si~ple. If we can create a job base in these distressed communities, 
then we can buHd outwar~s and develop the self-sustaining institutions that provide vital 
social services like child Care faciHties, health clinics, better schools. 

With our limited resources, we can't afford to focus on the outcomes of the problems 
in Our inner clties and dist'ressed rural communities, we must focus on the causes. And the 
number onc problem) in ~Y view, is the Jack of jobs and economic opportunity, 

,, 
The major tax incentive for the zones is the Wage Tax Credit (WTq. The Credit , 

should be effeclive in attracting labor intensive industries to the zones. The one problem with 
the WTC is that it is very ~costly to replicate. Therefore, we will need to study carefui.ly 
which of the other, less expensive tax incentives, also have a positive job effect. 

The Ultimate Test Of Reinvention -- Federal, State, County, City, and Community 
Coordination and Cooper:a,lion 

I think Carol Rasco is right when she describes Empowerment Zones and Enterprise 
Communities as th~ greate~t test of reinventing government For this program to be 
success.ful, at least four layers of government and the actual communities themselves are 
going to have to actuaUy cOmmunicate with each other, Nothing could seem more simp1e yet 

http:carefui.ly


so bard. rYe always felt that one of reasons governments in the past allocated more and more 
money for programs -- even if they were unsuccessful -- is because cooperation tequires a 
lot mOre effort than appr~priation. 

Intergovernmental cooperation, if we can get it to work in the zones, is something that 
can serve as a model for ~other communities. Two ways to promote cooperation is waiver 
authority -- to help oommunities cut through the red !ape and provide flexibility -- and the 
strategic plan) which can lserve as a compact between all the governmental entities involved, , 

Stakeholding -- Maklog Capital Available To The Inner ell), And Rural Amerka 

Past attempts to rebuild our inner cities and dist;essea ruraJ areas have failed for 
several reasons, two major ones being (1) the disconnect between government assistance 
programs and the private ~sector and (2) tbe failure to enSure that residents would have a 
financial stake in the economic future of their communities. 

, 
I 

The President has correctly argued that government programs should spur the private 
sector in distressed communities. and that we need to create entrepreneurship opportunities for 
the residents. OUf capital incentives programs -- refonn of the Community Reinvestment 
Act (CRA), passage of the Community Development Financial Institutions (CDFI) bill, SBA's 
Onc~StOp Capital Shop, SBA Microenterprise Loan Program, and the SSBIC! Bumpers tax 
break -- will pIa)' a more significant role in the revitalization of these communities than the 
Zones themselves, because they will provide residents with the opportunity to own their own 
businesses and homes. In a recent interview Jack Kemp stated that Democrats have 
traditionally focused on the "safety net" while Republicans have put their efforts into the 
"ladder of economic opportunity." Well, trickle down was hardly a ladder. But Kemp's point 
that government should work in concert with the pri\-ate sector to promote opportunJry is 
fundamenlal (itls too bad he never heeded his O\VJl advice), ' 

Security 

Of course you can't attract outside business and capital, and retain human capital if 
your streets aren1t safel if the education system is failing, jf you work all week and your 
income still faHs below the poverty line. That is wby several other Presidential initiatives, the 
crime bill, Headstart and Family Preservation, the EITC, health eMe reform, and welfare 
reform are integral components of any community empowerment strategy. 

cc: 	 Carol Rasco 
Bruce Reed 
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MEMORANDUM 

FROM: 

SUBJECT: 

1L-). -
THE WHITE HOOSE w'" ,.,CCl> "TV J:>O

WASHINGTON 

11i IS fi,R w!iU4tf.I
October 5, 1993 

!2fu(u'Vl - JlE ~ 
FOR:THE VICE PRESIDENT ~t.l (]05 7)fv£Ui'~J 

,CAROL RASCO fjvl1 (/.-, ~/M,
:ROBERT RUBIN 
• S~r, eTC· 
'PAUL DIMOND 
I<UMIKI GIBSON 	 -13'12
PAUL WEINSTEIN 

SHERYLL CASHIN' 


./
COMMUNITY ,EMPOWERMENT: RESOURCES ~~ STRATEGY 

" 

This memo~andum summarizes the federal resources - 
financial and 'otherwise -- that are currently available to 
support empowerment zones and enterprise communities. It also 
suggests how the empowerment zones implementation effort may 
inform,the dev~lopment of the broader community empowerment 
strategy. 

c::::~sununary(;f, Av~lli;;ie Federal ~eso~~' 
Designated zones and communities will be supported primarily 

through four souroes: 

• 	 Omnibus Budget Reconciliation Act of 1993 (Title 
xx grants and tax incentives), 

• 	 Additional agency contributions and assistance (to be 
finalized in October by agencies and interagency issue 
groups) 

• 	 Capital investments for business development through
SBA's hOne-Stop Capital Shops· 

• 	 Capital investments for housing and community 
development through Fannie Mee z Freddie Mac, FHA, and 
HUD!USDA programs 

Each of these sources may provide up to $3.0 billion in 

resources Over 5 years. 




-2

The following outline sets forth in more detail the federal 
resources available specifioally to the 9 designated empowerment 
zones and 95 enterprise communities. 

9 EMPOWERMENT ZONES "EZs"} 

Investments 

• 	 Title XX Block Grants -- Each designated urban EZ will 
receive two consecutive SSO mil~ion grants, and each 
designated rural ez will receive two consecutive $20 
million grants. The scope of potential uses for these 
funds is currently being determined. 

• 	 Coordination and Flexibility with Existing Funds - 
Through the Community Enterprise Board and interagency 
coordinating teams 1n each designated EZ, we will be 
able to provide designated EZs with strong interagency 
coordination and flexibility in existing programs, 
including some sort of waiver process. 

• 	 Eligibility for Participation in e Range of 
Additional Federal Investments and Assistance 
Each designated EZ will be eligible to participate 
in a range of additional federal programs, which 
we are in the process of identifying. 

• 	 SBA's One-Stop capital Shops -- Each designated EZ 
will receive targeted technical assistance, and 
approximately $400 million in small business . 
lending and investments will be distributed 
through each of the 9 shops, subject to OMS and WH 
approval and a commitment to seek an additional 
850 million over five years above the current 
budget baseline. While these shops would be 
located in the 9 zones; they also could serve as 
regional or national centers for investment in 
business development in distressed areas 
generally. 

• 	 Community Development Financial Institutions -- The 
Presi'dentfa bill, which Is pending in Congress, gives 
priority consideration for matohing grant assistance to 
applicants from EZs to start or expand & CDFI. In 
addition, we are exploring ways to create a 
complementary fund with investment from major national 
private foundations~ 



-3

• 	 Fannie Mae -- Fannie Mae may be able to provide special 
coordination and possibly as much as $1 billion in 
investment in housing and multi-family mortgages for 
eaoh,designated EZ. (We antioipate finalizing these 
agreements in October). 

• 	 Freddie Mac -- We are currently exploring with Freddie 
Mao the possibility of it providing EZs with special 
coordination and targeted investing in housing 
~ortgages. 

EmplPzmgnt T~x Incentives 

• 	 Employment and Training Credits of up to $3000 per year 
per employee for the cost of employing and training 
zone residents. These credits. which are available 
only to qualified businesses located in the EZs, will 
reduoe the cost of doing business in the zone and 
assure that the zone residents ~nef1t directly from 
the credits. 

Capital InOin~iye~ 

• 	 Increased Section 179 Property Expensing - 
Qualified businesses located in EZs will be 
eligible for up to $20,000 in increased expending 
(in addition to the $17,500 in 179 e~pending 
ourrently available). 

• 	 Tax-Exempt Private Facility Bonds for Investments 
in Land and Tangible Property -- Each business 
(per zone) will be.eligible for up to $3 million 
(subject to state volume cap). 

• 	 Expansion of the Low Income Housing Tax Credit to 
permit use of HOME funds in LIHTC projects. 

• 	 Tax Credit for Contributions to certain Community 
Development corporations -- Individuals and companies 
will receive up to 8 sot credit for up to $2 million in 
cash contributions to one of 20 CDCs.deslgnated by HUn 
(subjeot to a oommi~ent by MUD to inolude CDC 
designation-competition in the RFP for EZs and Ees). 

• 	 Incentives for Investments in SSBICs -- Capital gain
from sale of publicly traded securities can be deferred 
by reinvesting in a Specialized Small Business 
Investment Company (SSBIC); SOt ~Sumpers· capital, gains 
exclusion also applies to investments in corporate 
SSBICs. (These incentives are not limited to SSBICs 
located in zones and oommunities)~ 
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95 Enterprise Communities (-Ees) 

Investments 

• 	 Title XX Block Grants -- Each designated Ee will 
receive one $2.95 million grant. 

• 	 Coordination and Flexibility with Existing Funds 

• 	 Eligibility for Participation in a Range of Additional 
Federal Investments 

• 	 Eligible for SSA One-Stop Capital Shop Assistance 

• 	 Eligible for CDFI Bill Assistance 

• 	 Fannie Mae Coordination and Funds 

• Freddie Mac Coordination and Funds 


Employment Tax Incentives: None 


Capital Incentives 

• 	 Tax-Exempt Private Facility Bonds 

• 	 Expansion of the Low Income Housing Tax Credit 

• 	 Tax Credit for Contributions to certain COCa 

• 	 Incentives for Investments in SSBICs 

II. Other Potential Federal Commitments 

As we discussed 1n our last meeting, there are other 
potential sources of federal funding and technical assistance for 
EZs and ECs. For example, Fannie Mae is prepared to enter into a 
cooperative working agreement with the designated EZs to 
facilitate leveraging of public and private resources and to help 
the communities assess and meet their housing needs. 

Similar c~mmitments might be sought from: 

• 	 Large foundations and non-profit organizations 

• 	 Other GSEs (HUD will be talking to the Federal Home 
Loan: Banks and the state housing finance agencies) 

• 	 "Social investment" mutual funds 
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• 	 Bank and/or corporate -empowerment investment and 
assiatance8 consortia 

III. Summary of Activities That Coul~ Be Sponsored or Induced 

A. Capacity Building for COmmunity Development 

A portion of Title XX end CPBG fundS might be used as ~seed 
money" to start or expand permanent, development-related 
institutions that would survive the EZ and Be statuS. Applicants 
can use the challenge grant process to attract private sector 
commitments that match or exceed their own contributions for such 
efforts. 

The follo~lng are examples of the types of self-sustaining 
institutions that could pley 8 signifioant role in fostering 
economic revitalization and expanding economic opportunities for 
zone reSidents. In particular, these community-based 
institutions provide a necessary br1dge between 1ow- and 
moderate-income: residents and mainstream credit and investment 
markets: 

• 	 Commu~ity Development Banks 

• 	 Micro-enterprise Loan Funds 

• 	 Community Development/Revolving Loan Funds 
I 

• 	 Commu~lty Development COOperatives and Credit Unions 

• 	 Technical Assistance Agencies for small business and 
housing borrowers 

• 	 Community Oevelopment COrporations 

• 	 Small· Bus1ness Investment Companies (that provide 
venture capital and equity investment) 

Title XX and CDBG funds might also be used for training and 
wages for technical assistance provided by such institutions~ 
Communities could also use SIlA One-Stop Capital Shop resources 
(and CDFI funds once the CDFI bill is passed) to attract local 
private sector commitments. (The SSA capital shops proposal and 
the CDFI bill are summarized in your Community Empowerment 
Briefing Book.) 

B~ :Capacity Buildi_nQ for Human Development 

A portion of Title XX funds and possibly existing federal 
funds received by the communities could be used for a range of 
human development activities. The following are examples 
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provided in the OBRA legislation for uses of the Title xx funds: 

• 	 Health-Prevention: drug and alcohol prevention and 
treatment programs that offer services to pregnant 
women # mothers and chi~dren: 

• 	 Jab Training: training and employing disadvantaged 
adults and youth in construction and rehabilitation of 
affordable housing, public infrastructure end community 
facilities; 

• 	 Business Training: training in entrepreneurism and 
salf-employment; 

• 	 Family Preservation: after-school programs designed to 
promote and protect families and children; 

• 	 Economic Development Training: services designed to 
promote community and economic development, such ss 
skills training, job counseling, transportation 
services~ hOUSing, counseling, financial management and 
business counseling: 

• 	 Homeless Families Prevention: emergency shelter for 
disadvantaged families; 

, 	 Home OWnership and Education Counseling: programs that 
promote home ownersh1p~ education or other routes to 
economiC independence for low income families end 
individuals. 

We are currently exploring with HHS whether the Title XX 
funds can be used to invest in or start institutions that provide 
such services, SO that we can help the communities build 
permanent, community-based service delivery capacity in addition 
to providing critical services. 

We can also use the selection criteria to encourage local 
communities to create or expand volunteer programs and public
private partnerships to connect residents of distressed areas 
with the resources and opportunities of the entire 10cs1 region. 

Finally, we can use the selection criteria to induce 
communities to pay special attention to such issues as: 

, 	 Public Safety: This must be a bedrock foundation for 
any application. Apart from technical assistance 
provided by DOJ. the Office of National Drug Control 
Policy, and other federal agencies, we must ask the 
applicants to make provision for public safety 1n 
oooperation with the local community and private sector. 
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• 	 Local Labor Market Job Networks: We must ask the 
applicants to create area-wide networks or consortia of 
employers to provide residents of zones and communities 
with real access to jobs throughout the local ~abor 
market. 

• 	 Building on Existing Assets: Many distressed 
communities are 1n close proximity to major research 
universities, hospital complexes, and employment 
centers. The eligibility and selection criteria should 
be designed to encourage communities to build on such 
e~isting assets in order to transform their zoneS and 
communities into contrlbu~1ng, integral parts of their 
regional economies. 

IV. 	Relationship Between Implementation Efforts and 
Broader Community Empowerment Agenda 

The process of implementing the empowerment zones 
legislation should inform the development of the broader 
community ernpot-lerment agenda 1n several oritioal ways; 

• 	 Defining the Scope and Nature of the problem in 
Distressed Areas: Many of the responses of the cabinet 
Secretaries to the August 10 statement of ·Community 
Empowerment Principles~ indicated that we need to take 
8 step back to define the problems faced in distressed 
communities with care if we are to have 8 meaningful 
impact. Our empowerment zones implementation workplan 
includes several near-term opportunities for feedback 
from'communities and community activists on the nature 
of the problems they encounter in pursuing human, 
community and economic development strategies in 
distressed areas: (1) internal brainstorming sessions 
with:outside experts; (2) informal consultations with 
communities by HUO and USDA on the content of the 
proposed RFP; (3) regional technical assistance 
workshops with applicant communities after the RFP is 
issued. We should make every effort to document and 
synthesi~e the feedback we receive during these 
efforts .. • 

• 	 Identifying Points of Leverage to Empower and Transform 
Communities and their Residents: The internal 
brainstorming sessions and technical assistance 
workshops# as well as the aotual strategic plans that 
communities submit, should provide a wealth of 
information about what communities are actually doing 
to leverage their limited federal and local 
governmental dollars and change the way they approach 
development.. We also should make every effort to begin 
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systematically co~lecting And disseminuting information 
about successful models for leveraging and public
private partnerships. Ideally, the COmmunity 
Enterprise Board should serve as e olearinghouse for 
such 	information not only for Ezs and ECs but elso for 
all 	of America's communities. 

• 	 Refining Empowerment Principles to Guide Pol"1cy 
Choices: once we begin to define the nature of the 
probl.ems faced in distressed communities, we will be 
better equipped to refine the draft empowerment 
principles. Although there was general agreement with 
the thrust of the empowerment principles, there was 
also substantial concern that the principles were not 
sufficiently detailed to guide actual policy choices. 
We are now in the process of working with HOD end 
others to refine the principles based upon what we 
learn about the nature of the problem and the pOints of 
leverage for transforming communities. 

cc: 	Jack Quinn: 
Elaine Kamarok 
Gene Sperling 
Bruce Reed' 
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June 9, 1993 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED, 
GENE 	SPERUNG 

SUBJECT: COMMUNITY EMPOWERMENT AGENDA 

This memorandum presents four themes that the DPC-NEC Interagenc), Task force, 
with the leadership of Secretary Cisneros. has developed for a community empowerment 
agenda: economic responsibility, community responsibility, family responsibility, and 
individual responsibility. We beiieve these themes could be used as a framework for future 
community empowenncnt initiatives and as a gUIde for agencies as they develop. manage and 
redirect relevant programs. The memorandum outlines the process by which we reached 
agreement on these thel11cs and recommends that you agree to a one-hour meeting with 
Secretary Cisneros and ~enior White House s1aff to discuss and mold these themes. 

I, 	 BACKGROUND 

A. 	 Secretary Cisneros' Presentation to White House. 

Following your approval in April of the Empowennent Zones, eRA Regulatory 
Reform and Community Development Banking initiatives, Secretary Cisneros made a 
presentation to senior White House Officials concerning his vision and themes for a 
comprehensive community empowerment agenda. The group included Mack McClarty, Bob 
Rubin, George SlCphanopolos, DPC and NEC Dcpoty Assistants, and senior policy 
representatives from the Vicc-Presidentls Office, Communications, and OMB. 

Secretary Cisner~s focused his presentation on policy directions for community 
empowennent. Based ~n his participation in the Interagency Task Force. his extensive review 
of HUD programs and problems with staff and consumers t and his O\vn policy review of 
HUD priorities in a series of seminars and retreats, the Secretary offered three basic themes 
and related action programs: 

• 	 A Commitment to Community Values -- supporting community solutions with 
bottom-up rather than top-down srrategiesi encouraging cOJI~prehcnsive solutions to 
local problems; making federal programs more flexible and responsive to community 
needs; encouraging economic diversity in communities; rebuilding the community 
economic base. 
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• 	 A Commitment to Economic Lift -- making work work; linking education, training 
and employment; making housing a platform for economic opportunity~ rebuilding the 
Metropolitan Economic Base. 

• 	 A Commitment ,to Confront Racism aDd Destructive Behaviors -- Icdudng spatial 
separation by race and incomcj balancing rights and responsibilities~ giving every child 
a fair chance; res,toring sanity to America's streets. 

Secretary Cisneros dosed his remarks with a strong plea for "the imperative for cross
cabinet coordination," He expressed his appreciation for the DPC-NEC interagency process 
as a means of developing meaningful, coordinated solutions to the real problems in distressed 
areas. And he has continued to underscore his view that a White House-led, interagency 
approach to community empowerment should continue not only in the formuiation of pohcy 
but also in the management and operation of relevant federal programs, The interagency 
Enterprise Boord that will be created under the Empowerment Zone initiative will be an 
important experimen1 inl Interagency program management, The Secretary urged the While 
House to continue to provide the leadersbip to enable such a process of interagency 
coordination to continue and to take root in tbe way the federal government docs business, 

The entire audience was impressed by the depth and direction of the Secretary's 
remarks. At the Sceretary1s suggestion, all encouraged the Secretary to work with the DPC
NEC Working Group on Community Empowerment in order to develop fhe agenda and to 
determine how best to ensure essential interagency cooperation. 

B. 	 Secretary Cisneros' Presentalions 10 Ibe DPC-NEC Inleragency Working Group 
on Communlly ;Empowermenl., 

The DPC-NEC Working Group convened senior policy officials from each of the 
agencies to consider the Secretary's proposals. In addition to the key DPe-NEe staff j 

panicipants included DiIVid Ellwood and Peter Edelman from HHS, Bob Nash from DoAg, 
Larry Katz and Doug. R,oss from DOL, Alicia Munnell and Maurice Foley from Treasury, 
Larry Parks from Commerce, Secretary Cisneros, Andrew Cuomo and Bruce Katz from HUD, 
Charlotte Hayes from the Vice-President's Office, and David Kusncl from Speechwrl.ing. 
Ovcr the course of several weeks we had two extensive meetings and eXChanged vicws 
directly and through written comments to refine the themes, 

The Working group agreed thaI it was importanllo bave unifying ,heme, that would 
articulate a coherent vision for what community empowerment means for the Ointon 
Administration and would inform each agency's. poHcymaking procc..'iSCS and it prioritIes in 
reviewing and redirecting existing programs. It was agreed that the themes would have to be 
consistent with the "New Democrat" direction of the campaign. The group also concurred in 
Secretary Cisneros' view that institutionalizing interagency cooperation would be critical to 
developing meaningful solutions to the problems of distressed rural and urban communities. 
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At the suggestion of the Vice-President and David Ellwood from HHS, and with the 
enthusiastic support of Secretary Cisneros, the Working Group agreed that support for family 
should be emphasized as a fundamental value. 

Some members of the group, especially Larry Parks of Commerce, expressed concern 
that economic growth --: the idea that the federal government shoutd be a catalyst for 
private-sector job creation in local communities -- WaS not sufficiently articulated by the 
Secretary's community values theme, 

To meet these and otber concerns while articulating a New Democratic message, 
preserving Secretary Cisneros1 core direction, and retaining notions of responsibility, we 
embraced four basic values: 

• 	 Economic Responsibility -- provlding incentives for job creation and economic 
opportunity; making work pa)'; encouraging public-private partnerships tbet build 
upon local ccono!nic generators. 

I 
• 	 Community Responsibility -- encouraging a renewed spirit of community where 

bonds expand beyond mere self-interest and cross racial. ethnic and geographic lines; 
encouraging comprehensive~ community based, bottom-up solutions; making the 
federal government flexible and responsive to unique local needs, 

• 	 Family Responsibility -- easing burdens on parenting; supporting and not penalizing 
marriage or families. 

• 	 Individual Responsibility -- renewing the social contract of rights and 
responsibilities; combating racism and other destructive behavior; rewarding learning. 
work and commitment to community. 

We have sugges1ed above some of the topics that might fit under each theme. However. 
these ideas are not exhaustive, 

C. 	 Secretary Cisneros' Draft Spee<:b 

Finally, Secretar), Cisneros took the lead in drafting a speech that presents these basic 
values and suggests directives you might give for future interagency cooperation and the FY 
1995 Budget Review. . 

The Working GrouP. including Secretary Cisneros, believes the draft is a good 
beginning but may appear too negative because it does not address the other half of the new 
covenant -- opportunity. 
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II. 	 RECOMMENDATION 

We believe that the four themes presented above provide the basis for a message on 
Community Empowerment that will resonate with all Americans.. These themes could also 
guide an interagency effort to review and redirect existing federal priorities and programs~ 
which could lake place during Ihe FY 1995 Budgel Review. 

, 
In order to develop these fOUf themes into such a powerful message, we recommend 

that you first meet with Secretary Cisneros and a small group of White House Staff for a 
one-bour meeting, We recommend that the discussion with the Secretary address three 

• 	 IqueSfJOns: j 

• 	 How well do the ,four basic themes capture the message of the New Direction set in 
your Economic Plan and its main initiatives? 

• 	 Do they provide a good foundation for speaking as a New Democratic President to the 
American people? 

• 	 How well would they work as: a guide for shaping federal policy and coordination 
among the Agen9ies and with the White House? 

In preparation for, this meeting) we will work with Secretary Cisneros and David 
Kusnct to prepare a brief set of talking points [hat seeks to capture the full reach of these 
themes with respect to each of the three: questions. Based on the results of thc discussion at 
the meeting, we can determine what next steps make sense. 

III. 	 DECISION 

_ Approve meeting to discuss Community Empowerment themes 

_ Approve m~ting as amended: 
, 

_ Rejeci 

_ Discuss Further 
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URBAN TASK FORCE MEETING (3/2/93) 

NAME 

Keith Boykin 

Paul Carey 

Paul Diamond 

Dave Dreyer 

Tom Epstein 
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x6266 x6244 



M E M 0 RAN DUM 


TO: DDreyer, BReed 

FROM: AWalker 

DATE: March 6, 1993 

RE: urban Task Force, 

cc: KTilley 

Following is an outline on how we might move forward on the urban 
agenda i$sue~. Please review and let's discuss delegation of 
tasks and next steps. If there are areas that you know others 
are currently working on or have already produced documents, 
please inform us so we avoid replication of work. 

OVERVIEW 

With the trial of the L.A. police officers underway, the R. De~ 
trial beginning on April 12th (postponed as of yesterday), and 
the anniversar.y of the '92 L.A. riots approaching (April 28), 
there is potential for problems in urban areas -- particularly 
L,A, 

The anticipated timeline on the trials is as follows: 

King Trial: 

-Expected to last 6 to a weeks (jury going out the middle to 

end of April) 


Deny Trial:· 
-postponed from March 15 to April 12th 
-Expected to last approximately 4 weeks (jury going out 
around the end of the middle of May}, 

As we cannot:predict the time necessary for the juries to deliver 
a verdict in:either case, it is very possible with this scenario 
that the ver~icts could be announced around the same time. 

(We will have information on the Harold Ford case on Monday.) 
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Q6JECTlYE 

o 	 Ensure calm, safety and peace in the nations' urban areas 
following the announcement of the verdicts (and through the 
summer ~) 

STBATEGJ(

(These recommendations should be reviewed for L.A. as well as 

other ,jat-risk" urban areas around the country.) 

o 	 Diffus~ tensions by focusing on the attention on programs 
created' to boost local economies, increase employment 
(focusing on youth) and provide opportunities. 

-apprenticeship prograos 

-education assistance 

-housing improvement 

-enterprise zones 

-community banking/lending 


o 	 Develop pro-active community involvement initiatives and 
dialogue by creating link/relationship between community 
"influencers l1 and national spokespeople 

o 	 Create unified "contingency plan" that pulls together all 
agencies (federal, state and local) thus ensuring that all 
bases are covered and roles and responsibilities are clearly 
defined. 

TACTIgs 

o 	 Identify the impact of specific stimulus programs and 
increaserl funding for programs that will benefit L.A. 

o 	 create ~ia wall of aspects of the economic program that 
~ean tangible and measurable differences (e.g. # of new jobs 
this summer, increase in funding for community based 
programs such as xxx, etc.) 

o 	 Use com~unity spokespeople and influencers to talk about 
expected economic improvements (e.g. former gang leaders, 
youth activists, musicians, actors, sports figures) 

, 
o 	 Send national figures into S. Central L~A. before there is a 

problem"~ A major complaint was that Bush ( and other 
politicians) never came to the area before the riots. Let 
the President go to South Central L.A. to talk about what 
his economic plan will do to help. 
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o 	 Identify national spokespeople to comment on the verdicts -
and limit all comments from the administration to these pre
identified people. This will avoid mixed messages 
(Bush/Kemp) and potential for inciteful comments. Messages 
and spokespeople will be given talking points, developed by 
WE Communications in conjunction with the Justice 
Department.

I 
o 	 Closely, track timeline and progress of the trials 

This is just a draft of a few ideas. The program can be 
developed into a more comprehensive document for use by the 
working group. 

It would be helpful if Kim Tilley and I could sit down with you 
to disouss hOH you see this evolving and what you want us to move 
ahead on. Let us know conventient time. 
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THE SECR'ETARY OF COMMERCE 

WASHINGTON D.C. 20230 

,
February 24, 1993 

To: 	 Robert E~ Rubin 
Assistant Secretary to the President 

on Economic Policy 

From: Ronald:H. Brown 

Re: Commerce and community Banks 

Introduction 

As you and I have discussed, I would be very excited if the 
Department of COl'lUDerce were given the opportunity to lead the 
President's effort for the creation of community banks. Let me 
explain why. T~ere are three critical factors in deciding which 
Department would best assure a successful Community Development 
Bank initiative. First, the Department should have expertise in 
providing management and technical assistance to businesses. This 
expertise will enable the Department to effectively evaluate and 
monitor the activities of the COBs, as well as provide resources to 
the entrepreneurs served by the COBs ~ Second f the Oepartment
should be free ,to drive the new initiative without conflictinq 
considerations from existing constituencies. CUrrently f SODle 

federally regulated financial institutions view the COBs as 
potentially taking away their business while others contend that 
the COBs will eliminate their need to reinvest in lower income 
communities. Third, the Department should have the goal of 
expanding economic opportunity for all Americans as a primary 
~ission.· That is, the Department needs to view the success of the 
Community Develqpment Bank initiative as a primary goal, not as an 
ancillary program. The Commerce Oepartment is best equipped to 
meet these objective•• 

Discussion 

Management_and Te~hnical Assistance 

community bank experts, commercial lenders, activists and business 
leaders all agree that in order for Community Development Banks 
("COBs") to flourish they will need both capital and technical 
assistance. Commerce currently is the repository of technical 
assistance for business in the federa.l government. This expertise 
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should be used as a buildin9 block for the community development 
banks. Several of the agencies at commerce provide a variety of 
technical and management assistance to start-up companies, medium 
sized companies and laZ"ge institutions in both domestic and foreign 
markets~ 

1. Economic DeveloplUllt. Administ.ration provides technical 
assistance for urban and rural development through 
University Centers that promote and demonstrate 
innovative methods of economic development for states and 
localities~ The agency also provides technical 
assistance through trade adjustment centers which help 
firms qualify for and receive assistance in adjusting to 
import:competition. 

2. MiDority 8tu,in88G Development Agency provides 
technical assistance to start-up and existing minority 
businesses to facilitate business growth in minority 
communities~ The agency has a network of 103 minority 
business centers throughout the country where minority 
entrepreneurs can obtain assistance in evaluating the 
feasibility of establishing a business, developing 
business plans, identifying capital sources, and 
receiving information on entering into or expanding 
operat~ons into qrowth industries~ 

3. Technology Administration has already fashioned a 
national reputation with its establishment of, 
manufacturing technology centers and manufacturing 
extension proqrams ~ These programs assist small and 
medium sized manufacturers by suggesting improvements in 
the use of manufacturing technology ( integrating new 
technology into older systems, advising on types of job 
training, providing job training, coordinating and 
disseminating manufacturing and business information 
scattered throughout the government, and facilitating 
business networking by establishing an electronic 
commerce exchange between businesses. 

4. tntornAtional Trldo Administ~ati9n currently provides
technical assistance to small, mid-size and large 
companies seeking to enter or expand exports in foreign 
markets There is currently a network of about 200a 

domestic and foreign offices which provide business 
counseling to American exporters. Counseling includes 
providing information on export financing, counseling, 
establishing trade events, creating business lead lists, 
and establishing databases on discs with information on 
particular markets. 
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. 
Structure of the Banks -- A Challenge to the Status Quo 

Credit market imperfections that community development banks are 
intended to redress require new innovative approaches. Existing 
banking oversight agencies are likely to tinker with the existing 
system rather than "apply new tools to combat an old problem. 
Commerce has exp~rtise in addressing the effects of market 

imperfection. As the above descriptions indicate, this expertise 
has thus far been limited to technical assistance~ The Community 
Development Bank initiative allows Commerce to apply its expertise
in the oapital area as well~ 

The Department believes the bankS should ensure maximum private 
sector discipline while maintaining a clearly stated public
objective. To t~is end, the federal charter for the banks should 

mission of the banks. The Department chosen should be sensitive to 

provide for the capitali2ation of the banks, prescribe the 
authority the banks will have, and establish an agency in the 
Department to administer the monies and monitor the banks for 
actions that put the government at undue risk or violate the 

the special natura of the CDBs. They are intended to fulfill a 
specific function: that of facilitating economic empowerment 
through a public/private investment in communities chronically
under-served by the traditional banking community.t I believe that 
we have -- and can easily supplement the necessary expertise. 

Given the scarce federal resources available to meet this 
tremendous unmet.need, the community bank program would use tools 
other than direct federal appropriations to facilitate the COBs. 
The proqram would need to be empowered to disburse loans, provide 
loan guarantees 1 ,purchase loans, facilitate the packaging of loans 
for pools for sale, and generally establish creative credit 
enhancements which facilitate business expansion in Under-served 
communities * The program would ensure that sufficient solvency is 
in place for each of the COBs~ Provisions would be made to revoke 
the COBs ability to participate if fraud, abuse and mismanagement 
are found, and sanctions would be established. The program would 

1 The federal government has created many specialized financial 
institutions, most of which operate in conjunction with the 
Department with ·expertise in the area. For instance: Fannie Hae 
and Freddie M.ac operate as quasi-public housing finance 
institutions that are regulated by HUD; and the Community Credit 
Corporation finances food salas abroad with loan quarantees. It is 
housed at Agriculture. All of these entities have a line of credit 
with the Treasury, but are not directly regulated by the Treasury. 
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encourage public/private funding of the CDBs so as to best leverage 
federal resources. The Department should not sign off on each 
loan administered, by the community development banks, nor establish 
uniform underwriting standards. 

As noted above, the Department would issue rules for participation
prescribing the characteristics for participation as a bank,such 
as~ economic development expertise, net worth requirement, lending 
track record, management abilities, technical assistance abilities, 
investors, and community support. Federally insured depository 
institutions along with non-insured institutions would be eligible 

to participate pr9vided they met criteria established and published 
by the Department. Joint ventures with existing federally insured 
banking institutions would be encouraged. The objective would be 
to develop and expand existing community based lenders. 

So as to avoid conflicts with existing commercial banks. credit 
unions, savings banks t and thrifts, the CDBs ~ay want to initially 
become non-depository institutions for entrepreneurs in need of 
pre-seed, seed, equity, debt and venture capital. Some COBs would 
be eligible to provide a number of services while others with less 
proven track records would initially be restricted to providing a 
limited number of credit initiatives. The COBs should not be 
lenders of last resort. They will operate as for - profit entities 
that generate significant interest and fee income and operate 
actuarially sound programs which adequately reserve against 
projected losses ~- while serving the economic needs of oft-ignored 
communities. 

£ru!U'n~.rce and Economic Opportunity 

I believe that, the fundamental mission of the Department of 
Commerce is to expand economic opportunity for Alnerieans. The COBs 
will enable this Department to fulfill this goal. If COlis are 
housed at Commerce, the Department would be reorganized to ensure 
that technical assistance and financial assistance were firmly 
linked to",ether. 

I would establish a new Undersecretariat for Economio Development 
which would co.ntaln the Assistant Secretary for community 
Development Banks, the Assistant secretary for the Economic 
Development Administration ("EnAn), and the Assistant Seoretary for 
Minority Business Development ("MEDA"). The Assistant Secretariats 
for EDA and MBDA would provide technical assistance to the 
Assistant secretariat for Community Development Banks~ EOA and 
MBDA would be brought under this new undersecretariat because of 
their expertise in providing technical assistance to distressed 
communities in urban, rural and minority areas -- areas targeted 
for assistance by the CDBs. Moreover, these Agencies have 
cooperative working relationships with the International Trade 
Administration and the Technology Administration -- agencies which 
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enhance growth-oriented industries and which should be represented 
in communities t~rgeted by COBs. 

Both the EOA and the MBOA have been receptive to such coordination. 
Moreover I each agency contends that it must ensure access to 
capital in order to reinvigorate the distressed communities in 
which they operate. Minority entrepreneurs contend that the lack 
of capital is the number one obstacle to the formation and 
expansion of minority businesses. If these businesses had access 
to capital, they would create job opportunities in ~any distressed 
communities and provide an empowerment vehicle in under-served 
areas. Similarly, EDA believes that reinvestment in ~any 

distressed rural and urban communities will require capital to 
enable small businesses to develop and grow. The communities 
served by BOA have unacceptable unemployment and underemployment
levels and are woefully under-served by the current banking system. 

Conclusion 

As you know, I believe strongly that COBs should be housed at the 
Department of Commerce. Commerce is the only federal department 
with the specifi~ mission of addressing economic development and 
business needs. COBs are development entities that combine capital 
and technical assistance to bring jobs, economic development and a 
sense of hope back to many distressed urban and rural communities. 
Commerce currently is chartered to meet only half of that equation.
That is, Commerce provides technical assistance to businesses in 
the technology, trade, rural, urban and minority business 
development areas~ With the COBs, Commerce would become a one-stop 
shop for business needs t and this, I believe, would help fulfill 
the President's desire to make the Department "power house." 
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DRAFT 


0U::;tDt 'AV 

EXisting rederal tax incentives generally are not targeted 
to benofit specifiC geographic areas. Alttiough the F.deral tax 
law contain. incentive. that may .ncourage ,development 1n 
economically distressed areas, the availability of the incentives 
is not conditioned on activity in or development of such areas. 

Blalon. for eh'Dgo 

Te help economically distrsssed araas ahare 1n the benefits 
ef economic growth. the Administration propele. to designate
Federal enterprise tona. which will benetit from targeted
employment and lnvestment tax incentive.. ITheae incentives will 
stimulate government and private .ector ravltaliletion of tho 
araas. 

IrOpolal 

D••igJltipD of I,tera:!" IPP" 

A total of SO entsrpri•• lones would bo designated during 
1994-1998, divided between 30 urban tax enterpr188 lone. (no 
tewer than halt of whioh are to be looatad in citie. with l ••e 
than 500,000 residents), 15 rural development investment &on•• , 
and 5 Indian reservation tax enterprise lonee, Up to 6 urban 
zones (3 larqo and 3 small), 3 rurel lone., and 1 Indian 
r.urvaUon zona would be designated each iyaar betw ••n 1994 and 
1998, Any shorttall in d.signationa of ZOnes within any category
oould De oarri.d forward to the followingiyaar, but not beyond 
19'8. Zona de.ignations generally would rea.in in efteot for 10 
years. ii, 

gQje~tiYB exit.:ia. Entarpri.e Ion... would be d••ignated
only from are.. s nominated by State and local qovernmenta (or a 
governing Dody of an Indian resarvation) 'land would have to meat 
the tollowing objective criteria: 

, ' (1) a minimum population (at loast 15,000 in large urban 
10nt., 7,500 in,8ma11 urban lona8,' 5,000 in rural zonee, and no 
population minimum tor Indian re.ervationl.lon••); 

(2) a oondit10n of unemployment and ieneral distr8•• 
(indicated bY factor. such "a hi9h crime rate. or d••ignation of 
the nee u a disaster area or hlqh-inUnalty druq tr.Uick,ini 
araa unCln the Anti-Drug Abue. Act of 198'8);

: I 
. (3) a geographic area (e) conaiating ot not mcre than 3 

noncontiguous araae. (b) located within not more than two States,
and (0) oovering no more than ao .quare mile. (10 square mil•• it 
an urban ne" with les8 than 500,000 resident•• and 1,000 squar. 
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miles it a rural ione or an Indian reservaticn lonel: 
I 

(4) poverty rates ot at least 25 percent in each of the 
are.'. census tracts; and I

(5) poverty rates of at least 30 percent in at least gO 
percent ot the census tracts. I 
The 25 percent poverty rate requirement would not apply to a 
tract that is not part of a central businssa diutrict (es defined 
in the applicable' Census of Retail Trade) and that has (i) a 
population of less than 2,000 residents it more than 75 percent 
ot the tract is zoned for commercial u •• , or (ii) no population. 

, I 
I ' cour,. ot action. In addition to these objective criteria,

the local and Stata governments would be required to agree 1n 
writing that they will adopt (or continue to follow) a specified 
course of action designed to reduce burdens' borne by employers in 
the nominatad area and to improve the oommupity for residents. A 
cour.. of action would have to include certain mandatory actions 
with respect to a nominated area and could lincluda additional 
optional lIIea"ur.'. The lIIandatory actions includ. the following: 

(1) a oouUment to increase the leve~. or efficiency of 
delivery, ot local public eervic.. (auch as publ1c satety 
protection) : I 

(2) involvement in the program by public or private entities 
(~. community groups), inoluding a commitment to'provida jobs
and job training, and technical, financial; or other a••iatance 
to employers, employeas, and residents of the areal 

(ll a progralll to ensure the necessary rehabilitation of 
publicly owned property; 

(4) certification by the State insurance commieeionar (or
similar otticial) that basic commercial property insurance, ot a 
typa comparable to that generally in toroelin urban or rural 
areas (whiohever is applicable) throughout:th. Stat., Is 
available to bUlinlsses within the nominated area;

I
(5) a commitment to involvo contractor. ownad and operated

by socially and economically dlaadvantaiad,iroupa, in oonnection 
vith activity in, the lone; I 

(6] oertain'programs to .ncouraie local financial 
institutions to maka loans to arsa buainessaa, with empbasis on 
amall and locally owned bu.in•••••; and I 

(7) spacial preferanca. for projacta within the area in 
allocations of the State'. low-income houolnq credit ceillng and 
privata activity bond ceiling. ' 
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The optional oomponent. of the required course of action 
would include. (1) a reduction of tax rat.alor faas applyinq
within the lene; (2) donationa of surplus land to community
erqanilations agreeinq to op.rate busine••es.on the land; and () 
programs to encouraqa employers to purcha.e health insurance for 
employ... on a pooled baaia. 

, 
IIployalAt iPAllttyt' 

The proposal contain. two employment inoentiv•• : a naw 
employer waq. cradit and the expansion of the tarv.ted jobs tax 
credit ('1'J'!'C). I 

Employer !loa credit. A 25 peroent or.ed1t avainat income 
tax liability would be available to all employers for the first 
$15,000 of w.q<18 paid with r ••pect to each :.mploy .. e Who (1) ill II 
zone resid.nt and (2) performs sUbstantialli all employment
servicBs within the zona, The aaxlmum crld t per employee would 
b .. $3,750 par year. For purpo ... ot this ciredit, qualified waqes
would include not only .alary and wa;a. (a. generally d.fined tor 
rUTA tax purpose.), but alao certain trainln\l' and .ducational 
expense. paid on behalf or a qualifi.d employae, provided that 
either (a) the expen.e. are paid to an unrelated third party and 
ara excludable tioe tro.. income of the employe. under section 
127, or (b) in the ca•• of an employee undar aV8 19, the expena8. 
are incurred by the .mployer in oparatinq • youth traininq 
proqram in conjunotion with local education ofticiale. Qualifi.d 
wage. would not include any amount. paid to an employee who ie 
ralated to the employer or who is employed tor le.a than 90 dey•• 

, 

Expansion of TJ'1'C. Tha TJ'rC _ld be expanded 80 that e 
peraon who re.id.. in an enterprise zona is treated a8 a memb.r 
of a tar9.tad qroup for purpo••• of that credit. How.ver, en 
employer WOUld not be able to claim beth aiTJ'rC (includln; a 
credit tor a youth apprentice) and an enterprise zone wave cradit 
with'respect to en employee's va9 •• in the s.... taxable year. 

IAy••t ••nt i",,;,y•• 
, 

ThO propo&al also centaina tour inv.stment inc.ntives. The 
inva.t~ent incentiv•• vould be available only with reepect to 
trade or business activitiss that .atiety the criteria tor an 
"enterprise lone bu.in.... " The crit.ria for ent"rprise Ion. 
businesses are d.eivned to .naur. thAt th.!activity ben.titin~ 
tr".. the tax incentive. ia tied closely tol the enterprise cona 
community and inolude, (1) it tha busine•• i. op.rated a. a 
corporation Dr partner.hlp, the sole tradsl or budn.... :I.. the 
active oonduct of a busineB8 within a lone; (2l at lea.t 80 
percent of tho total 9ro•• inco". i. derived fro. tb. active 
conduct ot the bUBin••• within a lone; (3)1 eul:!Stantially allot 
the use of ita tanq1ble property occur. within a lone; (4)
Bub.tantially all ot its intanqible prope:ity is used in, 'end ia, , , 

http:resid.nt


exclusively related to, the active con4uct of the busine.s; (5),
substantially all of the .erv1ces partormad by amployee8 are 
pertor=ed within a lone; Ie) at laa.t 3~ percent ot, the employees 
are residant. ot the lonel and (1) no mora than five percent of 
the averaqa of the aqqreqate unadjustedib.a•• of ths property
owned by the busin.s.·i. attributable to (a) cortain tinancial 
property, or (b) collectibles not h.ld pri_rily tor aale to 
customers. . 

Cartain bUBina•• activities would hot loa 'not eliq1b18, fOr 
these incentives, such u qambling hciHties and l1quor atore•. 
There a180 would be strict limitations on the extent to Which , 
leasing activit!e. may, be part of an enterprise lone loudness. 
In addition, general 10•• limitation rules (a...L., the passive
loas rul•• and the at-ri.k limitationa)I would apply to ' 
inv••t~ents in .nte~prlBe zene »u81neBsea. ThUG, an individual, 
with only a p'asdva invBBtmsnt in a lona busin... would not be 
able to usa leBSBs from that bUB in... to ott.et other income. 

. . ' I 
. Inoreased @pct.ion 179 txapn'iM. ,The .xpan.in; alloyanee 

tor certain ~epr.oiabl. buG noss prop.~y provided undar,.action 
179 would ba ·1ncreasad trom 910,000 to ,$75,000 and extended to 
all "qualified lone property" Ideprac:1a»le tan;1ble property • 
(includin; build!nq.) acquired from an ~nralated person, the 
or19inal use Of Which in the zone OOl!ll!lences with the taxpayer,
and substantially all of the Us. ot whfch is in tile lIona). All 
un~.r present law, the expansing allowanC:8 would be phased out 
tor oertain taxpayers with investment 1n doprec1a»le bus1n••• 
property during the taxable year above 1$200,000. However, for 
the allowance claimed with re.pect to qualified zone property,
the phaae-out rate would ba 50 paroont/ofthe investment 
(exclu8ive of buildings) made by the taxpayer durin; the taxable 
year in excess of $200,000. Thus, no expensin; allowance would 
be evailabletor taxpay.rs with ovar $350,000 in such 
invostments. I 

For purpo.e. ot oomputing an inveetment tax credit, only the' 
p~operty·. basie in exc••• ot the amount expensed would loa taken 

. into acoou.nt: , I < 

: . i 
, 

. 
Accelerated depr.ciatIcD. An entorprise zone bus in••• would 

generally determine daprec ation d.duc~ion8 with respect to 
qualified zone property by usin; the tollowing recovery periods: 

' ! - •. 'I
3-y.ar p~cpertY~ •• ' •••• '.4 •••••• ~ •••••• ~ •••• a year.
S-year property ............ t •• 4 3 years
4 ........ ......... 


'-year proparty •••••••••.•••••••• ~ ••••••••• ~4 years
. ' IlO-y.ar;property.•••...••••..•.....•..••••.. , y.ara

15-yaar property. ~ ..................... I................ .. , years
20-year property•••••.•••••••• ~ •• t, •...•..• 12 years..~.."~,,., ~'''''''''....r.. .. n .,.".'' 

http:acoou.nt
http:taxpay.rs


i , . 
For qualified zone property otherwise el19ible for the permanent
.mall bUBin.B. inve.tment tax credit orlthe incremental 
investment tax credit, an enterprise zone bUBine•• would be 
required tc elect either the credit or the•• anortened recovery
period.. If an inve.tment tax credit 1s elect84 with respect ·to 
.ueh property, current-law recovery period. would be u.ed for 
4etermlninq depreciation deductions. I 

Low·inoqme houlin; credit .xpan.lQn~ Fer purpo••• of the 
low-income houainq credit (LIKe), enterprise zones would 
automatically qualify .e "diffieult to develop· areae, within 
Which the eligible basis Of buildings for purposes of ccmputinq
the cradit is 130 percent of the cost basis. Thus, for LIKC 
projects in .nterprl.e aon•• , the credit wwould be baead on '1 
percant ot pre.ant value inst.ead or the; raqular LIKC rata of 70· 
percent of presant value. The State cr.dit cap would continua to 
apply. 

Qua.~tl&d eotorpri'9 IQOo facility bQndl. A naw cataqory of 
.xe~pt-tacility privata activity bonds rou1d b. authorized for 
usa in any area that ia eli;lble to ba an enterpri•• lona,
provided tho area ia nominatad to be a ~one and ita eliqibility
is certified. Tha•• bonds would b. allowed a 50 parcant
exclusion tram the Stat. private activity bon4 volume 
limitations. In addition, the general rule r.quirin9 hank. tc 
fora90 a portion ct their inter•• t expenas de~uction if they
invest in t.ax-exempt bond. would not apply to theBB honde. 

I
"Qualified enterprise aOne facility bend." would be benda 95 

porcant or mora Of the net procaa4. of which are u••d within a 
certified .area to provide qualified zone property tor an 
enterprise lone business and functicnally relat.d and sUbordinats 
land. For the bonds to ba tax-exempt, there would have to be 
actual compliance or qood faith .ftor~Gltc comply with the 
applicable requirements throughout the tarm ot the bonds. 
Exi.tin; chan,a-in-u•• rules would generally apply to these bonds 
to deny th. borrower's inter••t deduotion if there is non
qualify!nq uss. I.auas ot these bonds would be aUbject to a $3 
million limit. In addition, there would be • $3 _ill ion limit on 
the amount of suCh bond. that • principal user 88y be ellooated 
in each aone and a f20 million .9freiata 1i_it. The ienera! 
re.triction on financing existin9 property ie inapplicehle, and 
the rBstricotion on finanoinq the acquieition ot land would l>e a 
50 perc~nt (rather than s 25 percent.! Hmitatioft. 

I(flot. of 'r919,a1 

Enterprise Ion•• would encaur.,. private .aotor investment 
anel job c:rnt'ion 1n eoonomically distre....d areas throu9h 
.electe4 tax inc.ntives that r.duee the' coat. ot operating or 
expanelinq bualnss&8S 1n severely d.prel~ed ara... A ne" ara ot 
public/private partnarshipa ia needed to help distraesed citi•• 
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and rural areas help them••lvea. 
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"..-, ' 
February 19, 1993 

To: Paul Weinstein 
, , 

Fr: Mike Ale~nderI Jane McNeill USDA I 
Reo Secretary' Espy's ideas on community U;_td.entl empowern.ent initiatives 

I 
Secretary Espy has expressed his supponlfor several initiatives designed to 

empower residents of distressed urban and rural communities. The common denominator 
to all of these strategies is that Ihey rewgnize Ihe need ror those who are locked out or 
Ihe economic mainstream or our society to acc~mulate producll .... IJlrome produdng 
assets. Tradiiional welfare approaches transfer income to Ihe poor - but to cmp<lIWOr 
people, they, need more than a subsistence inco,'me, they need 10 ~uJJ'~.ts,fi.t.~ 

AssetS can be in many forms. For milliO!,. of Americans, thei{;insl impo~1 ~ 
asset is home ownership. That is why Mr. Espylhas supponed the H PE program to . 
help residents of public housing become home owners. The argument is that it ma.\<J:s 
little sense for government to invest billions ofl dollars, year after year. in paying rent for 
low income;peOPle,. I' . 

That enriches landlords· but does little more than ensure that law income 
persons have a roof. The real equity ownership that these programs produce continue 10 
accumulate into the hands of those who already are owners, So be will look at USDA:s 
housing assistance programs and see where thcy can really be modified 10 help low
income people accumulate housing assets. I 

Just as we provide billions. year in mangag. tax dedUcUODS to help working, 
middle, and even upper income people accut!>ulate housing assets, our stralegy sbuuJd 
.also help the neediest in our, society do the same. 

: I . 
Another strategy for asset accumulation are Individual de.-elopmmt aceounts . 

(IDAs) - a sort of IRA for the poor, where gOvernment would match ~ that low
income persons accumulate, The match would be from 9-1 down, depending upon the 
person's income, and the savings could be wied for education, to start a small business, 
as a down payment for a home, or to boost fonds for retirement. . 

Again, government and many Privatel sector companies already match ~ hy 
employe~s for retirement. They are encouraged to accumulate assets - but our policies 
don't do the same for the poor. I ' '. '. 
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In fac~ present policies work to discourage asset accumulation among Ibe poor, 
One of the key elements of Mr. Espy~ welfare ref6nn appro""h is 10 increase Ibe 
'assel limitation' for welfare recipients who stan smali businesses, or wbo try 10 save for , 
their children's education, Present law penalizes welfare recipients who accumulate more 
than $1,000 in assets for any reason, That should be _rsed, and asset accUmulation 
should be encouraged by raising Ibe limitation 10 ~lO,OOO, 

Two other asset development strategies suJponed by Mr. Espy relate more 
directly to enterprise zones and community development banks., 

I 

Enterprise zones should be a son of social ,laboratory where we test Ibese asset 
development strategies and other new ideas 10 help rebuild distressed communities. As 
such, they should do more than simply target tax breaks at investors who risk !heir 
capital in enterprise zones, In fact, enlerprise zones have run into trouble because many 
wonder how we'can ensure that residents of Ibe zones are !he ones who benefit from any 
tax breaks. as opposed to simply benefiting wealth). investors who live outside of Ibe 

zones. 1; . 

Of course, any investment we can entice int9 enterprise zones will be" welcome ~ 
especially if Ihey produce jobs for residents of Ibos'e zones. But wilb Ibis apPfO""h. we 
have an opponunity 10 do more. 

To ensure that residents of urban and rural enterprise wnes really benefit. Mr, 
Espy has proposed that one feature of enterprise z6nes is to provide enhanCes tax 
benefiIs for companies that share ownership with !\Ie workers through empJoree stock 
ownership plans. There are presendy 10,000 ESOP, companies in Ibe US, They include 
some of America's best run companies, In f~ companies where workers are pan 
owners and also' share in the management decisio~ are among Ibe most productive in 
the nation. j 

When workers are also owners. and have a slake in Ibe company's profit margins, 
they have extra incentive to reduce waste and work ito Ibe fuIIcst of Ibeir potential. 
ESOPs allow workers to accumulate Income producing assets. Also, wben workers are 
included in the decision making process, workers are truly empolOlel1!d and companies 
usually make better decisions, Where the interests Or workers and owners are congruent. 
there are also far less destructive labor/management disputes, 

Our tax code already provides tax incentives ~or investing in companies through 
Employee Stock Ownership Plans, However, Ibose fucentives do not provide sulJicient 
encouragement for banks or companies to finance new Or expanded operations in rural 
and urban enterprise zones. Mr. Espy has proposed :enbancing !hose incentives for 
companies that invest in enterprise zones when workers share in at least 30% ownership 
of the company, 
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For example, currently investors can exclude 50% of tbe interest ineome they 
receive on certain loans to an ESOP from taxable income, provided the ESOP bas more 
than 50% ownership in the sponsoring employer. I , 

Mr. Espy~ proposal would permit any lender (including a shareholder who sells 
his/her stock to an ESOP) to _Iude from taxable Income 1~ of tI.e Ia_ lacorne 
received on debt incurred by an ESOP to purchaSe stock which is allocated 10 the 
account of employees who reside in the enterpru!. %One. provided the ESOP holds at 
least 30% of the total value of outstanding stock, or 30% of each class of stock of the 
sponsoring company, 

i 
There are several other tax sweeteners thaI will make investing in companies with 

ESOPs in enterprise zones more attractive 10 banks, mutual funds, venture capitalists, 
and other investors, They would not be to the exclusion of non ESOP companies. 
However. these ESOP incentives would simply say to investors and eompanies that 
government will assist you more if you share the ownership of productive assets (in this 
case stock ownership) with the workers who reside in enterprise zones, 

: I 
This approach would effectively answer critics who see enterprise zones as simply 

• mechanism to do away with capital gains taxes for those who already have aceumulated 
savings to invest. With this approacb, we will also Ihelp workers a=u1ate savings (in 
the form of stock ownership) of their own, I 

On community development banking, Mr. Espy's idea is similar to die now well
known Grameen Bank model. His former congressional district is the third poorest in the 
country, It includes 11 of our 25 poorest counlies,1 Ye~ there are many people who are 
idea rich but capital poor. They are shut out of the private sectOr banking system, 
because they are considered too risky, Or their loah needs are simply too small 10 be 
profitable for t~e private sector. I 

But community development banking has 10 go beyond simply loaning money. A 
proactive approach is needed to develop entrepreneurs and encourage new venture 
creation, The services must be capacity building, .ind the bank must be an integral part 
of any sustained economic development. Mr, Espy; bas proposed a regional development 
institution which primarily supports rormation and growth of local institutions through 
capacity-building and investment activities. Such at regional institution would also 
undertake industrial sectoral development service~ and regional economic research and 
analysis. 

It is conceived as a holding company with three subsidiaries: a local capacity 
building not-for-profit, a for-profit enterprise fund,l and a not-far-profit regional services 
company. It would be a federally chartered, private corporation with a broad economic 
development mandate, capitalized with a grant or long-term, low-interest, fbJgivable 
loan. . 



One of the key purposes of the bank would be to make seed capital available and 
foster technical assistance for mlcroenlerprises. Again, by developing microenterprises 
we would be helping those who are trapped in p<)verty develop assets. 

. i 
In the long run, asset development strategies sbould supplant traditional welfare 

programs which rely on transferring the poor incOme. Income transfers are at best a 
strategy for subsistence. They do not. however, empower the poor nor roster the 
ownership of the productive assets they need to significantly imp""'" their standard of 
living. : I 

In vario'us ways. asset development strategies seek to expand """erohlp of assets. 
In the long run, the administration should seek 10 expand ownership of prIIductl.. 
capital. Poverty and economic instabilily persists for millions of Americans because too . 
they are effectively denied opponunities to own productive capital assets. Strategies 
which break those harriers. and foster expanded 6wnership of assets of all kinds, sbould 
be the Iynchpin of the Administrations new approach to empowerment. , 



EXECUTIVE OFFICE OF THE PRESIDENT , 
OFRCE OF MANAGeMENTIAND BUDGET 


WASHINGTON, 0_0" 2::;t;03 


MEMORANDUM TO: Paul weinstei·n a~0~}imOnd 
THROUGH: Kenneth F. RYde~~ 
FROM: J hosep ·C\:+·h· I fl. .F19Sc e1n Jenn1 Ma1n 

i
SUBJECT: Co~unity Investment and Enterprise Zone Proposals 

This is in response to your reqLest for a review of 
proposals for community financial institutions and enterprise 
zones. Section I below reviews community investment proposals 
and Section II discusses enterprise zone proposals. 

I. community Development Investment IBy Fihancial Institutigns, 

This section discusses proposal~ for community investment 
from sources including: 1) the Clinton Administrationis February 
17, 1993 document. 2) Clinton transition team material, 3) 
proposals from the Hill, and 4} outside banks, non-profits and 
other community development groups' recommendations. 

I 

11 Clinton Administration Februarv 17th Prouosal 

The bU~dget document printed FebJuary 17 f itA Vision of Change 
for At'lerica:, It included a brief parag~aph generally describing a 
comnunity development proposal that ~ould be funded at a level of 
$382 million over four years. Outlay,s would be $354 in the first 
four years, with $110 million outlay~d in FY97. The paragraph 
stated: , I ' 

Many American communities face problems of deteriorating 
housing. loss of jobs, lack of private enterprise, and 
declining economic and social in'frastructure. A network of 
community development banks willi be created to provide loans 
for business and housing purpose1s in distressed communities 
that h?ve previously been unders~rved by traditional lending 
institutions. Government investment and technical 
assistance would supplement priv~te funds and expertise to 
ensure community development banks' effectiveness in 
restoring healthy economic development in these communities. 

. i , 
These resources have been includ~d within the Treasury 

Departl'l'.ent bUdget totals also identified in the February 12th 
plan. I 



2) community ....~powerment Probos.l in' Clinton Transition pocUlI1ent 
I

The "Community Empowerment" chapter in the transition 
document "The Clinton Revolution: A! Domestic Policy Agenda For 
The First 100 Days, tI included an 'initiative to create a network 
of communi~y development banks. Thelproposal provided for: 

o 	 Creation of a National Community Development Trust (the 
Trust), an independent agency, which would establish and 
invest in community development Ibanks and related community 
investment institutions, provide technical assistance, and 
serve 'as a management assistance clearing house. 

I, 
o 	 Federal assistance would be open to all types of community 

development (CD) financial institutions includin9 CD banks, 
CD loan funds, CO credit unions,' CD corporations, and micro
enterprise funds. However, the Ifederal assistance would 
favor community development banks. , 	 I 

o 	 Types jOf federal assistance available vould include: 

- federal matching grants fO~ capital 
- g'rants for technical assistance and development 

services ! 
- d'irect loans and loan guara'ntees for technical 

assistance or capital projects 
- access/membership in the Fe'deral HOme Loan Bank System 
- tax credits for individuals! or entities who invest in 

COFIs 

- Community Reinvestment Act 
 (eRA) credit for banks who 

assist CDFls. 

o 	 Requirements for federal assistapce would include a strict 
community purpose and involvement test, and a commitment 
that at least 75 percent of loans and investments would be 
made it? targeted areas. \ 

o The TrJst would receive $850 million over five years. 

~) p'Op9&al~ In.Conqress 
I 

The only current community investment legislative proposals 
that we are :aware of include one bill I sponsored by Senator Riegle 
and one bill sponsored by Representative Leach. 

Rieglels Enterprise Zone Bill 
, 

Riegle's current Enterprise Zone Bill (SlOO), introduced on 
January 21, 1993, contains many of th~ same community investment 
proposals from the tax bill vetoed by 'Bush last year. In 
addition to enterprise zones, key provisions include: 



o 	 Estabiishrnent of a community development credit program 
under:Health and Human servicesI (HHS) which would provide 
for lines of credit to CD corporations to establish, 
maintain, or expand community development revolving loan 
funds~ program requirements include: 

- competitive applications fbr funds 

a 1:1 private/public matchlof funds 

only CD corporations could participate 
 < 

funds must he used in targeted areas for residents 
making less than the ruedian area income 

- up to 10 percent of the funds may be used for technical 
~ssistance. 	 ! 

o 	 Establishment of an MES grant program for emerging CD 
corporations to upgrade management and operational capacity. 
Eligibility'limited to CD corpo~ations with minimal 
experi'ence. Includes a maximum 'grant areount of.$75,OOO. 

o 	 Estab£ishment of a separate HHs!grant program for emerging
CD corporations to establish, maintain, or expand revolving 
loan funds~ make direct or guaranteed loans, or make capital 
invest':ments in local businesses': Eligibility limited to CD 
corporations with minimal experi1ence. Includes a maximum 
grant amount of $500,000, with up to 10 percent to be used 
for technical assistance. .! . 

o 	 Authorization for HHS to make grants for research, studies 
or demonstrations related to community economic development. 
CD corporations I universities, a'nd non-profits would be 
eligible for grants up to $50,Oo"O~ 

I . 	 I 
o 	 Total authorization for the HHS programs would be $40 

million for FY93. $100 million for FY94, and $125 million 
for FY95. The research grants are not included in these 
totals and would be appropriated "such sums as may be 
necessary#1I 

Q Authorization for the Department of Housing and Urban 
Development (HUD) to provide capital and technical 
assistance grants to eligible nonprofit coJTllt'lunity. 
development organizations for expanding affordable housing, 
economic and community development activities. The proposal 
includes: 

- competitive applications 
- grants of up to $1 million 
- a[HUD training program to assist CO organizations in .b,,:,ilding capacity.. . I 
- a;1:1 match of funds requlred 

$~OO million authorized in FY93, $200 million in F¥94'. 



, , ~. 

The Leach Bill . 
I

The "Community Development Bank~ng Act of 1993," was 
introduced by congressman Leach (R-IA) on January Sf 1993. His 
proposal does not set up a specific program, but instead amends 
existing legislation to provide morel requirements and incentives 
for community development lending. His proposal includes; . 	 I 
o 	 Reforming the eRA to as follows: 

- sets specific standards fO~ compliance 
- institutions receiving an .!Ioutstanding ll eRA rating 

could not be denied a request on eRA grounds by a 
Federal regulatory agency I 

- institutions that invest the "maximum amount 
permissible" in qualifying~community development 
investment will be considered to have met all eRA 
~equirernents. I 	 I 

o 	 Banks and thrifts would be allowed to "organize, sponsor, or 
underWrite securities issued by icompa·nies" that are located 
and primarily doing business in Iqualified distressed 
communities {as defined in the Bank Enterprise Act (BEA).] 
The business would have to be confined to designated areas. 

! 
o 	 Would establish a public awards ;program to recognize

outstanding efforts by depositor,y institutions in meeting 
the needs of their communities. i . 	 I 

o 	 Requires goals to be established for Fannie Mae and Freddie 
Mac to purchase mortgages origin'ated by community 
development organizations {as de'fined in the SEA) ~ 

o 	 Establishes a micro-loan 9uarant~e demonstration program 
which would be a model private s:econdary market for small 
business loans guaranteed under ~his section. 

o 	 Sets specific requirements for designating community 
development credit unions, and makes revisions to the 
National Credit Union Administration Community Development 
Revolving Loan Fund. 

IAt thi's time, there are nO maxi1t!um permissible amounts for 
community development investment set by re9ulators~ 

I 	 I 
, The BEA, enacted in December 1991, authorized the FDIC to 

assess lower deposit insurance premiu~s for federally-insured 
depository institutions that (1) originate new loans to low
income distressed communities and (2) Iprovide low-cost banking 
accounts for low-income individuals. The SEA requires 
discretionary appropriations; no funds have been appropriated to 
run the program, although $1 million was authorized to cover 
start-up costs~ 



\ 
o Enhances the BEA by: 

I 
expanding it to explicitly include community 
development banks and distressed rural areas 
allowing insured depositorY institutions located in 
qualified distressed communities to sell property and 
casualty insurance as lon91a5 the activities are 
confined to that area 

,- setting up a prioritization, process for SEA credit., 

o 	 Estab~ishes a program for Federll regulatory agencies to 
encourage insured depository institutions to offer financial 
educational services to consume~s residing in qualified 
distressed communities (as defined in the BEA)~ 

Development, DemonstretiQn proposal 
, 

The orily other recent community investment legislation we 
are aware 0'£ was introduced by Rep. Traficant (O-OR) in March 
199L entitled, "Economic Development Loan Assistance 
Demonstration program Act of 1991 1 " C:H.R. 1588). This brief 
proposal would have authorized Hun to' make grants to CD 
corporations for the purpose of Offer11ing reduced interest rate 
loans to businesses and non-profits. The funds would have to be 
used for economic development activities in specific enterprise 
zones selected by HUD for the demonst'ration program. The bill 
sought to appropriate $100 million over three years for the 
demonstration. i 
4} ProR2sa1s From outside Groups: Banks, Non-profits, and 
community Dev:~.lJ~pment OrgAniZAtions i 

The House and senate Bankinq comkittees have held numerous 
hearings on1community development andi related issues in the past 
few weeks. IWitnesses included CD ban~ersl CD loan fund 
organizations, CD credit unions, and other nonprofit institutions 
involved in:CD issues. Some witnesses offered recommendations 
for developing a CO program, but none! had specific proposals per 
se. Recommendations made by Milton Davis of the South Shore 
Bank f Lyndon comstock of the Co~munity Capital Bank, and a group 
of CD organizations are included here~ 

Hilton Davis of the South Shore Bank I 
To expand community development incentives for existing 

institutions, Davis recommended: I 
o 	 Instit~tions meeting a high threshold of community lending 

should be given expanded privileges, including interstate 
banking, authorization to sell insurance and underwrite 
securities, and higher levels of deposits insured. 



o 	 The eRA should be clarified to reward higher investment 
levels rather than focusing on resources spent on 
documentation and the compliance process.

I 
o 	 New mechanisms should be developed to encourage lenders to 

make ~ore small business loans'l 

o 	 Create an incentive structure to encourage commercial banks 
to invest in CD banks, CD loan funds, co credit unions and 
micro-credit programs. I 
To encourage the creation of new CD banks, Davis 

recommended: 1 

o 	 Provide federal funding for equity investments in 
development banks, but require a match from private funds, 
and require them to be privately owned, regulated financial 
instit'l1tions. 

o 	 Have a'n independent agency make and oversee the federal 
loans. lflnvestment agreements" that identify specific goals 
for ea·ch bank would be used as a performance-based control 
measure. For equity investment~, the agency should be an 
active, voting shareholder~ 

o 	 Allow ATM deposits across state Ilines for development banks 
to make their deposit programs m10re attractive~ 

o 	 Make grants, forgivable loans, a~d other creative financing 
available to non-profit, non-bank affiliates of CO banks to 
help support the development process. 

o 	 provide for appropriate training and capacity building 
progra~s. 

, 
Lyndon Comstock from the Community capital Bank 

cornsto~k made the following recokmendations for a federally
supported community development progra~!

I 
o 	 Any federal support should be available to all types of new 

and eXisting co financial institutions serving urban and 
rural ~reas and reservations. I 

o 	 Federa~ support should include f~deral equity investments, 
but the government should be a nonvoting shareholder. 

o 	 Technical ~ssistance funding sholld be available for 
business planning and board memb~r and management 
recruitment. 

, 
Io 	 A fede~al program would be best Administered by a quasi-

independent corporation. 
1 



Ad Roc Gro~p of CD Lenders 
, 	 .

An adl hoc group of elght CD lenders including: 

- the Association for Enterplise Opportunity 
- the Center for Community Self-Help 
- the Community Capital Bank! 
- First Nations Development Institute 
- the National Association of Community Development Loan 

Funds 	 I 
National Federation of Community Development Credit 
Unions, and 

- the Woodstock Institute t 

put together a document entitled "Principles of Community
Development Lending and Proposals for Key Federal Support,fI in 
response to Clinton's proposal and the various legislative 
hearings. ;Their key recommendations Iinclude: 

o 	 Community development .tbanks!! should be defined to include 
the spectrum of CDPle comprising CD loan funds, CD credit 
unions, micro-loan funds I and CD banks~, . 

o 	 The s~ope of CO lending should be expanded beyond small 
business credit to also include housing credit and consumer 
financial services. 

o 	 Experienced CD organizations shJuld be consulted in crafting 
legislation, and in setting up and evaluating the cD 
financial institution network~ !

• 	 I 
o 	 Program should emphasize expansion of existing Co financial 

institutions rather than simply lundertake wholesale efforts 
to create new development banks. 

i 
o 	 Proposal should reflect recognition that successful 

development lending institutions' are built over time and 
with incremental performance-bas'ed financial support. . 	 I 

o 	 Legislation should clarify the d'ifferent interests and 
responsibilities of conventional! lenders, public agencies, 
and CD' financial institutions. The eRA should be 
strengthened and expanded. I 

o 	 Strategic federal support ShOUld\ include: 
i 

- equity capital or net worth! grants 
- below-market and long-term deposits or loans 
- funds for human capital development such as 

internships, cooperative training agreements~ and 
regular seminars I 

- funds for technical assistance and new credit product 
development. 



a The funding level of S850 million over five years reportedly 
being,considered "seems to be at an appropriate scale." 

II. 	 Enterprise Zones 

This ~ection includes a brief background description and 
'discusses proposals for enterprise zones including: 1) Clinton 
Administration's February 17 t 1993 document, 2) 1992 
congressional enterprise zone legislation, 3) 1993 Congressional 
enterprise zone legislation, and 4) Bush Administration 
enterprise zone proposals. 

Backqround1proqram Description 

o 	 Enterprise zones are economically distressed areas 
designated for preferential gov~rnmental treatment to 
promote investment and job creation by private industry. 
The rationale behind enterpriseIzones is that reducing
governmental burdens on industry (through tax or regulatory 
relief) can compensate for higher risKs and potential costs 
associated with operating businesses in distressed areas 
(such as high crime and untrained labor). 

o 	 The objective of enterprise zonks is stated in the statement 
of purpose in the 1992 tax bill (H.R. 11, Title I): 

- to revitalize economically and physically distressed 
~reas, primarily by encouraging the formation of new 
businesses and the retention and expansion of existing
businesses i : . 

- ~o promote meaningful empl~yment for tax enterprise 
zone residents, andj I 

- to encourage individuals to reside in the tax 
enterprise zones in which they are employed. 

I 	 . o 	 Oesp i te numerous attempts to create a Federal enterpr1se 
zone program I no legislation that has included financial 
incent,ives has been enacted, in i1arge part because of the 
expected cost in terms of foregone receipts to the Treasury., 	 I . 

1} Clinton A.4ministration February 11th PropOSAl 
. 	 I 

Although there was no specific discussion of the tax 
incentives 'or number of zones in the IAdministrationls February 17 
document, the document did specify the amount of resources the 
Administration is prepared to commit ito enterprise zones: 

(In millionJ of dollars) 
JJ!ll ~ ll.lI.Ji JJilu l2.2..§. 94-97 

I
73 347 772 1228 1669 2420 

http:ll.lI.Ji


, 
o 	 Within the cost constraints established' by the President, 

there are a number of policy choices that have to be made to 
develop a specific Administrati~n proposal. These issues 
include: 

I - Number and size of zones (and urban/rural split). 

- specific w8qe and investmeJt incentives .. 

- Designation of zones (HUD f ~9riculturet Interior). 
. I 

- Design of non tax incentive's (funding targeted to 
zones, regulatory relief,' a!s well as State/local 
contributions)~ 

- Provision of tax incentives tor all areas that qualify 
by poverty/distress criteria (regardless of whether 
they are specifically designated as enterprise zones), 

o 	 The co~t estimate in,the Februar~ 17 document was based on 
Treasury projections of an enterprise zone proposal with the 
following general characteristics (similar to H.R. 11 
model) : -. 	 l

- 50 zones total, phased in between 199~4-199S. Includes 
30 urban (half to cities over 500,OOOj half to cities 
below 500/000 in population); 15 rural; 5 Indian 
reservation zones.. I 

- LOcalities must nominate areas for zone designation and 
commit to local course of action. Urban zones 
designated by secretary of Hun;, Rural zone~ designated
by Secretary of Agriculture;' Indian Zones designated by 
se.cretary of Interior. .1 
25% employer wage credit against the' first $15,000 of 
wages paid to employee Who.~oth resides and works in 
zone (max credit $3 I 750 per' 'qualified employee per 
ye~r) . . 1 " , 

Extension'of the targeted jobs tax credit to cover 
zones~ 

1 .I 
- Increase in, section 179 expensing allowance from 

$lP,OOO to $50,000 per year. 1 

Accelerated depreciation by, shortening the recovery 
period by 3S peroent. I 

I - Low income housing credit expanded so that low income 
housing projects in zones would receive beneficial 
treatment. 



- A new category of tax-exempt bonds (enterprise zone 
facility bonds) available in areas meeting zone 
7riteria. I 

, 
o 	 In addition to the enterprise z~ne tax incentives # the 

February 17 document also included funding targeted to 
enterprise zones. The estimated cost is $500 million in FY 
1993 and $516 million in FY 1994, based on a model 
authorized under Title Xl of H.R. 11 and appropriated under 
the 1992 Supplemental Appropriations Act. The funding is 
comprised of an Enterprise community Block Grant 
Demonstration Program and a National Public/Private 
Partnership program (NP/PP). According to H.R. 11 
authorization language, the block grant funding can be used 
to augment available funding for a broad range of Federal 
pro9r~ms related to providing community assistance. The 
NP/PP also consists of a range of Federal programs in the 
areas >of health care, drug treatment, job training~ 
neighborhood investment and law Ienforcement. , 

199. 	congressional gnterpriae zole Legi.1Ation 
I 

o 	 At the end of the 1992 Congressional session, Congress 
passed H.R. 11, a $27 billion urban aid-tax relief bill 
containing a federal enterprise lzone program. This 
legislation was vetoed by President Bush. 

Io The enterprise zone program passed by Congress as H.R. 11 
provided 50 zones, 25 in urban areas and 25 in rural areas. 
It also provided 2 Indian reservation incentives. The 
propos,al was essentially the ve~sion passed earlier in the 
session by the House as proposed, by Rep. Dan Rostenkowski 
(D- ILl. The Senate had proposed a program of 125 zones. 

. I 
o 	 Urban zones designated by the Secretary of HUD; Rural zones 

designated by the Secretary of A'griculture, in consultation 
with t~e Secretary of COmmerce. I 

o 	 Zones must meet objective eligib:ility criteria based on 
population, distress, size, unemployment rate, and poverty 
rate+ 'Urban zones can not exceep 20 square miles and can 
not include any portion of a central business district; 
rural zones can not exceed 10,00:0 square miles and must be 
located entirely within one state+ All zones must 
demonstrate local ncourse of action" in addition to Federal 
incent~ves. : 

I 
o 	 The enterprise zone tax and credit incentives in H.R. 11 

included: j 

- a 15t credit for employers on the first $20,000 of 
wages paid to zone residents who wOrk in the zones; 



, 
- increased expensing allowances for depreciable" 

~usiness property; ! 
a 50% capital gains exclusion for individuals for gains 
on property in the zone used in a business; 

- deferral of capital gain oJ certain property, provided 
that the prooeeds are reinvested in the zone; 

- ordinary loss treatment on 'ldiSPOSitions of certain 
business property; 

i 
- expensing for individuals of up to $25,000 a year for 

purchasing certain stock; and 

- expansion of tax-exempt bonld rules for enterprise zone 
bus i nesses. 	 : 

o 	 In addition to the tax i~centivels, Congress provided a 
targeted spending component in H:.R~ 11 (Title XI - 
"Authorization for Additional Assistance to Distressed 
Comrnunities*') that would have fopused resources on 
enterprise zones. The bill authorized: 

- $l60 million in FY 1993 fori aNational Public/Private 
Partnership (NP/PP). There: were seven co~~unity 
development programs eligible for funding under the 
NP/PP. Only $30'million oflthe $180 million in the 
NPjPP was authorized for non-enterprise zones. 

- $~20 million in FY 1993 fori a block grant directed 
towards enterprise zones. The block grant authorized 
f~ndin9 for a range of programs in five broad program 
areas: crime and criminal justice; job training; 
education; health, nutrition, and family assistancej 
and housing and community development. 70 percent of 
funds were made available to urban zones and 30 percent 
of funds were available forirural zones. The bill 
authorized an Uinteragency council" of eight Federal 
agencies to review and approve applications for 
funding. I 

o 	 The cost of H.R~ 11 was estimated at between $2.4 and 2.8 
billion over a 5 year period between FY 1993-l997. 

. 	 . I 
3J 1993 congressional Enterprise Zone Legislation 

\ ' 
. 	 I io 	 There have already been several Congress onal enterprise 

zone pr'oposals introduced in 199~. S~ 100 (the tlEnhanc:ed 
Enterprise Zones Act of 1993"), l,ntroduced by Senator 
Rieg3e, is essentially a reintroduction of H.R. II as passed 
by Congress in 1992 (provides 50 'zones -~ 25 urban: 25 



rural). The cost of the Riegle proposal would approximate 
that estimated for H~R. 11~ 

I 	 : 
o 	 H~R. 15 ("Enterprise Zone Community Development Act of 

1993 U)l introduced by Representative Rangel, also closely 
follows the H~R. 11 model but provides more tones -- 150 
zones·between 1993 and 1991 (50lurban zones with population 
of at least 600,000; 50 urban zones with population below 
600,000; 50 rural zones). There is no available cost 
estimate of the Rangel proposal~ 

41 Other Enterprise Zone prgposalS 

o 	 In the 1992 Congressional sQssion f the Bush Administration 
supported enterprise zone legislation (S. 3111) introduced 
by Senators Kasten and Lieberman. This legislation can be 
viewed as an alternative to theIH.R. 11 model -- with no set 
limit on the number of zones. The bill proposed that all 
areas :that qualified by povertY/;distress criteria should 
receive zone tax benefits within an overall cost con$traint~ 
Under 'these criteria, an estimated 300 communities would be 
eligible -- 200 urban and 100 rural. The proposal included: 

- a' fixed tax expenditures c~p of $2.5 billion over five 
years. Once the cap is rea'ched, no additional zones 
would be designated; I 

, 	 , 
- zero capital gains tax on t'angible and intangible zone 

p~operty and investments; ! 
- expensing of up to $20,000 worth of stock in zone 

business by non-zone investors ($lOD/OOO lifetime) 
instead of zero capital gains~ 20ne residents and 
workers get both; I 

- a:refundable wage credit worth up to $900 extended to, 	 . 
unemployed youth and other low-income persons not now 
receiving Earned Income Tax! Credit;, 	 . 

- expensing of plant and equipment for small businesses 
(up to $50,000 of eqUiPmentjannuallY, rather than the 
current $10,000 limit); 

. 	 ' 
o 	 Similar to H.R. 11, the proposal! included $500 million in 

spending on targeted funding wit~in the Department of 
Justice ($30 million); Department of Labor ($92 million); 
Department of Health and Human S~rvices ($226 million); 
Department of Housing and urban Development ($90 million) 
and Department of Education ($56!million). Of the total 
$500 million in Federal resources, up to $400 million was 
directed to neighborhoods in enterprise zones. up to $100 
million was directed to neighborhoods that are not 
designated enterprise zones. 



o 	 There!has been no legislation introduced in 1993 that 
follows this model of unlimited zone 	designation ~ithin 'a 
fixed cost cap. 



THE WHITE HOUSE 


WASHINGTON 


Febl1lary 19, 1993 

MEMORANDUM FOR:COMMUNlTY INVESTMENT INTERAGENCY TASK 
FORCE I 

I 

FROM: Paul WeinStein 

SUBJECT: Polltkal caleodar for community llnan<:lal Institution/enterprise ZODe 
legislation 

Community Financial Institutions 
I , 

After discussions with the House and Senate Banking Committee staffs, it is clear that 
we need to move quickly,if we want 10 pass legislation this y~. 1be consensus is that we 
need to send a bill to Congress no later !han tbe beginning of 1'pril, although pref.",bly 
earlier. This will allow for hearings on the bill and a markup to take place in late April and, 
assuming the legislation is passed out of Committee, floor co~ideration before the August . . 
recess. Hopefully tbe bill will go to conference in tbe early fall and we can expect passage 
sometime in October, ; . I 

Sending the bill 10 Congress in late March or early April also makes ....se in light of 
other Presidential initiatives going to the hill this spring. Cong.... will be preoccupied with 
the budgel and tax bills in February and early March, while bealth care will be the dominant 
legislative issue in late spring. 

On the House side, there are some jurisdictional proble~s within the Banking 
Committee, Three subcommittees are interested in the legislatipn~ so the sooner we develop a 
policy framework, the quicker Gonzalez will designate jurisdiction. 

I 
Traditionally the Senate Banking Committee holds multiple bearings bul markups can 

occur quickly, with regards to community financial institutions!one day should suffice. The 
House Banking Committee tends to spend less time on hearings but their markups can deag 
on. 

Enterprise Zones 

Unlike the community financial institutions bill, enterprise zone legislation should not 
be a stand alone bill, The most obvious legislative vehicle for enterprise zone legislation is 



the omnibus revenue bill, which will likely be taken up in March. Thus, passage of enterprise 
wne legislation is conditioned on passage of • ,evenue bill thai includes the President's new 
tax initiatives. I 

A stumbling block on the enterprise zone legislation is the issue of multiple 
jurisdiction, On the House side, Ways and Means l Banking, Ehergy and Commerce, and 
AgricuJture~ all have jurisdiction, However, since the Congress: came close to passing 
legislation last year, they may be more likely to move a bill quickly, especially if it is part of 
a larger revenue package. 

Tentallv. LegIslative Target Dale. - Community F'luandal Institution. Legislation 

March 22 to April 9 -- Legislation submiued to Congress, I 
April 12 to May 1 -- Senale Banking Commi!!.. holds hearings, ,

and markup, House Banking Committee holds hearings and 
Subcommittee has markup. I 

May 7 to May 2) -- Legislation is considered on Senate floor. House Banking CQmmiuec 
holds full Committee markUp, I 

May 21 to lune 21 -- Legislation is considered on House floor.,
Posl-August Recess -- HousetSenate conference and final passage. 

I 
Tentative LegIslative Target Dates -- Enterprise Zone LegIslation 

I 
Depends on time frame of omnibus revenue bill, but we will ntied a proposal in March. 

ce: 	 Paul Dimond 
Shcryll Cashin 



THE WHITE HOUSE 


WASHiNGTON 


February 24, 1993 

WORJ<;XlfG..JilRQ!}P ON EMPOWI!;!!INGOPPOIlTUNITY AND RESPONSIBILITY 

FEBRUARY 25 MEETING 
OEOB ROOM 324; 9:30 - 11:30 

I~ 	 Role of Community Development Banks and Enterprise Zones in 
Plan for a New Direction (IO minutes) 

II. 	Enterprise Zones~ a Footprint for an Action Partnership 
Between Individuals, Commun1ties~ the Private Sector and 
Local State. and Federal government; and a Challenger 

Process for Encouraging more Commun1tLes to join 1n 

such Innovation (30 minutes) 


'A. Cri teria 'I 

B. 	 Challenge PrOCeSS 
C. 	 Interagency Coordination of Program 

I
III.Community Development Banks: One Eleme~t in a 

larger effort to End Discrimination and to Empower 
People with Capital, Banking services, and the Wherewithal 
to 	Build Businesses (30 minutes) 

A. 	 Nature of Entity or Entities 
B. 	 Type of lending: business, housing or consumer 
C. 	 Support services I 
D. 	 Relationship to Private CD Banking Initiative, 

eRA and Community Lending 

IV. 	 Next Steps (30 minutes) 
A. 	 Political Calendar 
B. 	 Specific Proposals 
C. 	 NEC/DPe Meeting with Secretaries 
D. 	 Reinventing Programs, Interagency Cooperation, Regulatory,

and 	Private Sector Initiatives 



THE WHITE HOUSE 
I 

WASHINGTON 

February 24, 1993 

, 
MEMORANDUM FOR INTERAGENCY TASK FORCE ON ENTERPRISE 
ZONES/COMMUNITY DEVEWPMENT FINANCIAL INSTITUTIONS , 

FROM: Paul Weinstein 

SUBJECT: Community development financial Institutions proposals 
(DIscussion Draft) 

Background 

During the campaign, President Clinton pledged to establish a network of community 
development banks (COBs). These innovative financial institutions would provide credit to 
communities not served by traditional sources of lending. 

There is substantial interest in Congress in e~PIOring ways to expand the role of non
traditional financial institutions in helping to revitaliZe distressed communities. The recently 
enacted Housing and Community Development Act 6r 1992 includes a provision establishing 
and authorizing funding for a "community investmerit corporation" demonstration program. 
However, we still lack a consensus as to the best wa1y to proceed. Issues that need to be 
resolved include: I 

1) Capitalization and alternative fonns of fmancial assistance 

2) Structure 

3) How many, how quickly 

4) The relevant geographic domain 

5) Selecting applicants 


1) Capitalization And Alternative Forms or Financial Assistance 

In the ~esident's budget, Community Develo~ment Financial Institutions (CDFIs) are 
targeted to receive $354 million through FY97. This represents a 50% increase in the total 
capitalization of CDFIs. However, we may want to htilize the private sector in providing 



additional capital. 

Menu of Options 

• Fl:deral Mak:biDIl GIllDts For Oipital -- For a CDFI of any type, the federal 
government .could provide a start up capital grant.: This contribution could be 
provided on;a one-thirdltwo thirds matching basj~ with privafe equity raised by 
the applicant (the contribution for a community dheJopment credit union could 
be in the foim of a pUICbase of membership shar~.). In mosl cases this would 
be a one tirrie contribution. The one time nature ?f capitai assistance would 
prevent dependence on annual government capital contributions and would 
therefore prevent political manipulation of CDFIs~ 

: 
In the case of a for-profit CDB, the federal govetnment could provide a start
up capital contribution through the purchase of stlbordinated equity. A srock 
purchase agreemenl could be structured so thai it. given CDB achieved a 
certain level of profitability> some or aU of the gbvernment's initial contribution 
would be repaid. Such an agreement would alSO: give the government 
additional control and leverage jf needed. The government could also choose 
to retain it~ equity for an indefinite period. A larger question is whether a11 
these institutions need to be for-profit. I 

• Soft Grants -- Grants could also be made for planning. rechnical1 and 
development services assistance. These grants ~ould not necessarily have to 
be made on a matched basis. I 

• Djrect Loans And Loan Guarantees -- The government could also make direct 
loans (at Treasury rates) or provide loan guarantees for expansion, technical 
assistance,; or for other services needed to enhartce the CDFl mission, The 
loans or loan guarantees would be made at term's to be determined by the 
government. , 

Access To The Federal Home Loan Bank System -.- The federal government • I 

could also pay for CDFI, to join the Federal Home Loan Bank System (FHLB) 
when appropriale, Because so many of the FHLB'. primary customers (lhriflS) 
have disappeared due to insolvency, the systeml has become an entity in search 
of a mission, Since the purpose of CDFJs is SO close to that to the thrifts of 
yesteryear, the system is a nalural support net~ork for CDBs, FHLB 
membership would give CDBs =ss to a liqUidity facility (a 'window' and, 
accc:ss [0 longer term funds at below market rares for community investment 
activities)" Under current law~ any financial institution may join the system. 
However) lbe cosl of membership through a ptirchase of FHLB stock can he 
high. panicularly for small banks, Having the ~8ovemment shoulder this cost 
would give CDFls a big boost. I 

, 

The Federal Home Loon Bank Act could be amended 10 provide CDFls wi!h an 



explicit authority to join the system with full membership rights. 

• 
, I 

Secondary Market -- As a government sponsored enterprise (GSE), the FHLB 
system could be an appropriate vehicle throukh which to establish a secondary 
market of COFI loans -- most of which, fori reasons of size and credit quality, 
don't confonn to current secondary market standards. A secondary market for 
small business loans would be particularly h~lpful to CDFIs and other small 
financial institutions and could certainly incr~ase credit availability. One way 
to market these loans is to place them in larger portfolios. This could be done 
with the cooperation of larger commercial bahks. 

• 
. 1 

CommuDity Reinyestment Act -- The currcnt Community Reinvestment Act 
(eRA) gives bank regulators broad discretionl to decide how, and in what ,
manner,: commercial banks may demonstrate that they arc making good faith 
efforts to lend to their local communities. cJrrently. regulators give banks 
eRA credit for contributions to and investments in CDBs. Without any 
legislative action, the regulators could easily let bankers know that a good way , 
to demonstrate "substantial compliance It with CRA is to invest in and assist the 
formation andlor operation of CDFIs. 

One additional step could be taken to provide even greater incentives for banks 
to assist CDFls; CRA could be amended to authorize the regulators to give 
banks eI?-hanced C~ credit for assistance to ~DFls. This would undoubtedly 
increase'bank assistance to CDFIs. However, it would also be highly 
controversial. Community groups would be opposed on the grounds the CDFI 
legislation would be used to circumvent CRA! or even gut it. Therefore, any 
proposal would also have to include specific measures to strengthen CRA, such 
as placing greater emphasis on lending perforinance. 

• 1 
I.ink Creation Of COFI Network To Expanded Powersanterstate Branching Or 
Banking -- Another way to increase the flowlof private sector funds to CDFIs 
would be to base the granting of expanded powers, such as interstate banking 
and branching. to contributions to COFIs. This linkage could also lessen the 
criticism of interstate banking and branching tiy community groups concerned . , 
about the consolidation of smaller lending institutions. 

i I 

One problem, however, is that an attempt to tie new powers to CDFI 
legislati~n could seriously delay passage of th~ proposal. The House Energy 
and Commerce Committee will claim jurisdiction over the bill, and the 
legislation could become gridlocked. 

2) Structure 

Another issue that remains to be decided is where to locate the network. Many 

different agencies would bring unique and valuable e~pertise. Treasury has a knowledge of 




banking and finance. HUD has the best undelStandipg of housing and urban e<:Ollomic 
development, and Agriculture rural development. Wbite Commerce has experience in 
commercial business development and in expandinglloppGnunity for minority entrepreneurs -
a prime objective of CDPls, 

, 
Wgic seems to dictate that all the mentioned agencies should be involved. The 

question then is how. One solution, but not the only~one. would be to create a new 
independent agency, a tnlst, with. oo.ro that included tbe representatives from each relevant 
agency, led by a chairman nominated by !be Presideht. 

I 
Making the tnlst an independent agency would give it edded prestige and political 

autonomy. It would give those administering the CDFI program flexibility. However, 
creating yet another agency might send the wrong niessage at a time of agency cutback and , 
burgeoning budget deficits. In addition, it is likely to be more expensive for the trust to 
operate as an independent entity with the support services it ~ight have as part of another 
agency. ' 

Another option would be to place CDFI program at the Federal Housing Finance 
Board (FHFB). The FHFB is an agency in search of a mission, with experience in 
establishing secondary markets and GSEs. We could arrange for Treasury. HUD. Commerce. 
and Agricultunf to serve as a type of board for the program. in order to tap into each of those 
agency's expertise. 

, 
. One prqblem is FHFB's legacy from the S&U crisis. While the agency has made 

significant strides, it might not be wise to place a n~w banking program with potential safety 
and soundness problems, at the FHFB. I 

This raises the issue of who will regulate and insure these new institutions. Should we 
continue on a 'piecemeal approach, Or should 'We draft a new charter? These question have 
yet to be resolved, 

! 

, 


3) How Manyl How Soon 
I 

During the campaign. President Clinton stated that he would like to create a network 
of 100 COBs. While a nice round figure like 100 is' an excellent press hit during. campaign. 
we want to avoid setting a numerical target for the tfumber of institutions, If we force the 
creation of institutions. we could have a major safet;: and soundness problem. The number of 
institutions should grow no faster than !be marketplaCe can absorb tbern. 

We may want to focus on the percentage mcLe in credit avaiillbility. Based on our 
budget request,' the federal government will be providing a 50% increase in COFI capitaL 
Private sectOr contributions may quadruple that amotint. 

4) Tbe Relevant Geograpblc Domain 



There is an ongoing dehate about whether the service area of a COFI would be 
broadly or narrowly circumscribed. By way of iIIusiratioo, South Shore targets five 
communities on Chicago's south and west sides. Arkansasl Elk Hom Bank serves a large 
portion of the Slate; New York Community Capital ~ serves all of New York City, 

, 
In favoi of • narrow definition is the risk COFIs will use suhaidized lending to 

achieve pu~ other than "community developme~t" Againsl such a narrow definition is 
the racr that rhe broader the lending area, the more likely the survival of the lending 
institution. A broader definition is also supported by the inevitability of market evolution and 
neighhorhood change, I 

What seems to be the host approach is regulafory flexibility, Under this approach, the 
statute would direcr the regulators to consider carefully how the applicant institution defines 
its relevant lending market in selecting making, Thi~ is particularly necessary as the planned 
network of COFls would serve a range of areas and likely reflo<:! a sp«:ltum of catchment
area definitions~ 

5) Selecting Applicrmls , 

There is a general consensus that who panicipates in the network should not be 
decided by the type of institution but rather by the nl,issiQn of the institution. There is a 
whole range ofdifferent kinds of non-traditional. co~unity-based financial institutions. 
These institutions are specifically dedicated to revitalization of distressed arcas and are 
typically able to underwrite more small and nonstandl.rd loans than tradition lenders due to ,
their expertise. commitment, and flexibility. These institutions are structured in a variety of 
forms: . 

• 	 Community Development Banks -- These a,l federaUy insured and regulated 
depository inslitutions that have been organizdd specifically to provide capital . 
to rebuild lower-income communities. Just fbur community development 
banks oPerate in the U.s. today: Sooth Shore' Bank in Chicago, Elk Hom Bank 
and Trust in Arkansas, Community capital runk in Brooklyn, NY. and the , 	 . 
Self-Help Credit Union in North Carolina. SOuth SOOr., Elk Hom, and Self-
Help Credit Union are part of larger baak or rion-profit holding companies that 
include independent, non-depository credit and support mechanisms such as 
venture Capital funds. development loan funds; and technical assistance 
agencies; I 

• 	 Community Development Oed;t Unions (CD<;1)s) -- These are regulated 
financial cooperatives owned and operated by lower-income individuals. 
Typically, CDCUs provide consumer banking 'services -- savings accounts, 
check caShing -- that may not be locally available to tbeir members, as well as 
personal loans forennsumer goods purchases, :home rehabilitation, and car 
purcbases, A growing number of COCUs are lmaking development loans for 
small business expansion and start-up, home purchases, and hoUSing, 

http:nonstandl.rd


rehabilitation. Prominent development lending credit unions include Self-Help 
Credit Union in Ithaca, NY, First Americans! Credit Union in Windo Rock, AZ. 
and the Santa Cruz Credit Union in California. CDCUs offer deposit insurance 
up 10 $'100,000 per account through the Nati':'na! Credit Union Administration; 

j I 
Community Dcvclopment Loan Funds (CDLfs) -- These are unregulated • 
financial intermediaries that aggregate capital from individual and institutional 
social investors .t below-market rates and re~l.nd this money primarily 10 
non-profit housing and business developers ip urban and rural lower-income 
communities. CDLFs place a strong emphasis on financing p~ects that 
provide new economic opportunities and re~rces to borrowers and others in 
their communities; I 
Micro-Loan Funds (MLFs) -- These are most often components of micro • , 
enterprise development programs that integrate both economic and human 
development strategies. Loans to micro enterPrises range typically between 
$250 and $10,000 to startup or expand self-employment or micro businesses 
up to five people, normally family members; 

Non-Profit Community DevelQjlment Co!pOrations (CDCs) -- These• 
, 

institutions bave evolved over the past 25 yeats. Many of these organizations 
nol only develop affordable bousing and small businesses, but also operate loan 
funds an? invest in housing and community dtvelopment projects. A subset of 
CDCs are the 180 Neighborworks communityfbased lenders, monitored by the 
Congressionally-chartered Neighborhood Reinvestment Corporation. There are 
some 2,000 CDCs in the United Sta'es today .• 

There are also a number of hybrid DCFIs that .do not fit exactly into these categories 
but thaI provide critical financing to community development efforts. 

All the ..: types of institutions should qualify flr the program. The question is how do 
we ensure that the participants fulfill the mission. Tht Senate Banking Committee lists 
several performance goals in their draft legislation. They include: 

I 
• 70% of all loans made to individuals must be to individuals who are low- or 

mooeratetincome residents of a targeted area ri: population; 
, I 

• 35% of all loans made to individuals must be to low-inoome residents of a 
targeted aka or population; I 

, 

• All loans to organizations, all development serVices provided, and all equity 
investments must principally benefit Iow-incorrtc residents of targeted 
geographif area or population. \ 

We must decide if these performance goals are workable, or if we should develop an 
alternative measurement, 



, . ~-' 

Draft Draft 

2/24/92 

options for Community Devel0PIP;ent Bank Proposal 

DRAFT 	 Draft 

I. 	 participants 

A. 	 Require all adequately capitalized bank holding
companies (or banks that are not sUbsidiaries of a bank 
holding company) I and thrifts with loans of more than a 
specified amount (e.g. $10 bfllion) as of 12/31/92 to: 

1) . 	 Dedicate a specified peJcentage of its total 
capital (e.g. 3/4%) toward the establishment of a 
community Development sank (COB) in an 
economically distresS~d larea. 

2) 	 Contribute an additional percentage of total 
capital (e.g. 1/4t) to a Capital Investment Fund 
(ClF) established to provide capital to 

, independent community development banks. 

B. 	 Allow all other banks, bank JOlding companies (BHCs), 
or :thrifts to establish CDBs!on identical terms, 
including the option of making their full capital 
contribution to the elF only;

I 
II . 	 List of Possible Inducements for ~articipatin9 Institutions: 

A~ Allow interstate branching by SHCs in states where: 

• state-wide branching is pe~itted; 
~ Nonresident SHCs are or WOlld be currently permitted 
to ,operate a banking or thrift subsidiary: and 

: 	 I
• BHC holds a "sufficient amount" of "qualifying
assets,f which demonstrate a meaningful and quantifiable 
commitment to community development in distressed areas 
of .that state. 	 . 

B. 	 Grant Community Reinvestment Act (CRA) credit and/or 
reduce eRA paperwork requirements.

I 
C. 	 Allow well-capitalized COBs to branch nationwide into 

economically distressed areaB~ 
I 

D. 	 Allow well-capitalized COBs located in distressed areas 
tOjinvest in, deal in, or underwrite securities issued 
by IsmaIl businesses located there. 

, 	 I 
E. 	 Allow well capitalized COBs to sell insurance in 

distressed areas~ 



III~ 	 Other Initiatives 

A. 	 Publidly reaffirm re9Ulators' commitment to the 
principles of safe and sound community reinvestment and 
affor9able housing'" I 

I 
B. 	 strengthen enforcement of fair lending standards. 

including establishment of pilot project utilizing 
IItest~rs. It I 

c. 	 Reexamine eRA requirements; dev~lop less burdensome, 
more results oriented examination. 

D. 	 Identify and address re9UlatOry' barriers to credit 
availability, including small b'l,lsiness lending and 
affordable housing. I 

E. 	 Facilitate investment in human capital neoessary for 
cOmE,unity development, e.g., development of management
capacity and a proper credit culture within CDBS; and 
provision of technical assistance needed to create and 
maintain the flow of new community development
projects. 



! 
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EN'l'ERPRISI! BONK PROPOSAL 

Submitted by HUDf 


, 
According'to rhetoric we have heardifrom both political 

parties, during the campaign and echoin~ in Congress, *enterprise 
zoneB~ are the federal prescription to the woes in distressed. 
urban and rural communities. However, discussions hald, 
proposals put forth, and certainly the name itself, largely 
suggest that the *zones· are primarily ~n entrepreneurial 
undertakinq based on the assumption that attracting business to 
an area assures resurgence. The premia'e is flawed. Congress 
signaled their recognition of this fact by introducing the 
concept of linkages between enterprise/zones and Bocial services, 
hOUSing, crime and community policing initiatives, and 
infrastructure. Not only is this apprOaCh politically viable but 
also it is intelligent social and economic policy. 

IIDLISTIC APPROACH I 
, I

OUr proposal is 'based on the thesis that a severely 
distressed area cannot be tire-vitalized" without a comprehensive 
approach. Over the past thirty years, we have learned that 
isolated, episodic efforts are destined to fail. A holistic 
approach which addresses the multi-faceted needs of the 
individual and community is the appropriate response. Because 
the plethora of ills in our cities +- crimo, welfare dependence,
infant mortality, substandard housi~g or no housing, and a 

'propenSity among residents for substance ab~se, have persisted 
through, literally; generations of ipeople now, long-term recovery 
of our cities can no longer be predicated on urban economic 
activity alone. J 

I
A close look at urban distressed areas would reveal that 

blight and egregious cIrcumstances drove out economic activity, 
therefore to attract and sustain ~uch activity, the blight and 
distress must be eradicated. This is no longer about the 
availab,ility of jobs alone -- it ·ia about a community'S capacity 
to thrive and to be an Incubatorlfor healthy, productive and 
skilled residents. IBM will notlbe lured by a package of 
financial incentives into a drug/and crime-ridden area whose 
residents are primarily under-trained or under-educated and 
dependent on government subsidies. Certainly, the financial 
package would not be the impetus' for such a move t because the 
presumed costs -- increased security, excessive job training - 
would-surpass presumed SaVings.; 

H~R. 11, vetoed last fall, and now, s. 100 offers at least 
the ~ecognition of the need for a comprehensive, enhanced 
approach by increasing current/services. But the missing element 
is the common thread which ties these services together in an 
integrated holistic approach that guarantees the woman who 
receives prenatal care, recei~es WIC and her child attends .~ 
Headstart, or that guarantees/a disenfranchised man receiving
substance abuse treatment, receives job training, job placement 

I, 
I 

I 
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and day care services. The needs of an individual are 
interdependent, as are the needs of a community. If a community 
has good payinq jobs, decent housing, adequate security, 
innovative schools, recreational outlets ~nd support 
organizations, it is thriving 4gain* This discussion must be as 
much about the disenfranchised American as it is the 
disenfranchised community. If it is not, Iany approach will fail. 

, I

To be sure~ the approach we propose ~oes not necessarily 

require additional resources (beyond tax incentives and the 
appropriated $500 million), but the better coordination of 
existing resources. This proposal would ~evelop a master plan 
for the area and focus federal funding programs while 
coordinating state and local funds. The ;thrust of the effort 
would be opportunity through economic de~elopment with the 
Enterprise Zone as the catalyst. Federal funds such as eDBG, 
HOME, Section 8, Youthbuild, JTPA, community development banks 
(when created) and child services would provide the 
infrastructure and enhancements. One of; the essential components 
is access to capital. CD banks is one a~ch vehicle. 

OUTLINE 

The outline provided here attempts ~o establish a framework 
for such a discussion and a basis for the proposal. A community
will qualify based on distressed criteria and, especially, the 
specific plan of action for comprehensive revitalization, with a 
strong emphasis on integration of current services~ This 
approach recognizes that different communities depending upon
geographio location, racial make-up, industrial base, and other 
factors have problems and needs unique to that area. The plans 
must provide the strategy for integrating services in a way which 
stresses self-help and tax incentives to their maximum benefit, 
both through community based initiatives. 

I 
Included in this outline is a prop6sal for targeted 

community lending activities -- which would address President 
Clinton's promise of establiahing community development banks. 
Clearly, a community cannot sustain itself economically, if it 
does not have'a lending network. This ~1Scu8sion must include 
making available access to basic lending services, legitimate 
credit services Many distressed communities have no banka 

branches and residents rely on check-cashing services to cash 
their basic income checks. An approach must be multi-pronged 
to include eRA enforcement; basic banking lawsi support for non
traditional institutions and strong GSE laws. 

I 

While the enterprise zone proposal is designed to meet the 
.problems most profound in urban communities, the community
lending activities would apply to both!rural and urban 
communities. ; This proposal could be free-standing. However, we 
sugqest that a community which receives, a zone designation also 
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receive the community lending initiative. This will dramatically
increase the chance of economic independence and success. 

I. Zones 

A. Defined 

Numberz! 	 It is our sense that you start with fewer --20 
-- and every two years increase t~is number. Two years 
allows time to change the Competitive rounds in such a 
way that reflects the successes and failures of active 
zones. Basically, what you have is a demonstration that 
graduates into a permanent program. 

I
Size: No more than 20 square miles within no more than 
3 non-contiguous areas for one zone. 

I
~i ,Length: The zones will benefit from the tax incentive 
~\ L-PaCkage, for ~en years. I 
~	 Designation, The secretary of HUp would designate the 

urban zones, the secretary of Agriculture the Rural 
zones, and the Secretary of Interior the Indian 
Reservation zones. 

B. Selection 

Applications will respond to RFPs which stress 
eligibility criteria -- minimum/maximum population of 
the city and the zone; unemployment and distressed 
statistics; need for community banking institutions and 
other criteria set forth. I 
Applicants will include in the application: 

-- Integrated, comprehensive and linnovative program 
which links services; jobs and community security. 
Communities must be given maximum flexibility to do 
this. A 	successful plan would weigh funds and services 
provided 	locally, privately, andjby the state and 
federal government. This plan must state explicitly 
what mechanism will be used to assure input and parti 
cipation 	by communities within t~e zone. This has not 
been done successfully before. A block grant may be 
awarded to the cities, communities to implement this 
plan -~ it may require new offices, substantial 
increase 	in personnel, etc. Communities must account 
for all money requested and demonstrate use. 

REVIEW'-- HUD, Agriculture and I~terior will be 
responsible for monitoring, assessing and~providing
technical assistance to their respective enterprise 

3 



zones. It is possible to provide for a mid-term 
evaluation by the departments inlthe language. Because 
this proposal does provide maximum flexibility to 
locals, the locals must receive renewal approval by 
their department every two years.1 The department would 
have the option of not continuing the enhancements and 
block grant, if it determines the monies are not well 
spent. But, however, the zone will benefit from 
the tax package for the duration 10f the ten years. 

There must be a program or strategy which provides 
an inventory of all community based self help 
organizations and resources. For example, the SBA has a 
program called SCORE. SCORE ia a network or retired 
executives which offer their ass.iJstance - free of charqe 
- to people who wish to start a small business. There 
are many, hundreds, of such tools'. The applicant must 
include a data-base or clearinghquse which keeps 
inventory of all available resources to be easily tapped 
into by any community member. I 
-- Program to ensure rehabilitation of publicly owned 
buildings and program to address ~acancies in multi 
family and single-family properties.

ILocal lending program (see item III). 

Strategy to include minority ~ed businesses in the 
contracting of any activities prdcured by any 
beneficiaries of the tax incentiv:e package~
Furthermore, we should consider mandating a percentage
of such, services from businesses ~ithin the city in 
which the zone is located (when available). . 	 I 

Strategy to demonstrate an ac;tive program which will 
develop an environment which fost,ers business creation 
--such as microenterprises--rathe·r than simply 
attracting jobs. One way is throuqh microenterprise l 

another is, perhaps, using universities and technology 
transfer activities. 

II. Federal Role 
• 

A. 	 Departmental Strike Force -- The zone legislation would 
establish an interagency tasK force. The Secretaries of 
Agriculture, Commerce, Education,1 HUD, HHS, Justice, 
Treasury, Transportation and other agencies would sit on 
the Task Force. Each departmental Secretary will have a 
staff person who serves on the taJsk force and is 
strictly responsible for coordinaJtion from within that 
agency for zone responsibilities. 
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Therefore, a benefit of designat~ zones will be 
assistance within federal bureaucracy in coordinatinq 
current services on the local level. 

I 
B, Tax Incentives (to be provided). 

IEnhanoements -- The enhanoement package included in HR 
11 	would be needed. president Clinton has recommended 
already'that many of the HR 11 targeted programs receive 
substantial increases in FY94 funding, The key is 
matching current services in such a way that an 
individual's needs are completely address. 

Block Grant -- The block grant could be granted to 
zones. It would be given with minimal restrictions 
davis bacon, environmental, fair and equal employment 
and for the purpose of implementing a holistic strategy.

I
III. Community Lending -- A Federal Action Plan 

I
A* Increased federal support for non-~radltional financial 

institutions 

Community Development Bank. I 
COmmunity Development Credit Unions 
cOmmunity Development Loan Funds 
Micro-business development programs 
Nonprofit Community Develo~ent Corporations

I
B. Enforcement of the 1977 community Reinvestment Act 

I
See 11/92 Report by Senate Housing Subcommittee 

Emphasize performance over Jroceee 
Tighten standards for eRA evaluations 
Increase training for eRA Examiners 
Enforce other anti-discriminatory laws 

C. 	 Enforcement of the 1992 GSE ReformiAct,
,,

Enforce affordable housing qoals 
Enforce central city goal. I 
Enforce special goals (expansion of new products) 

D. 	 ExpanSion of affordable housing aC~ivities of Federal 
Home Loan Banks 1 

E. 	Bnforcement of Fair Housing Act and other laws 

combatting mortgage discrimination I 


F. 	 Increased1regulation of con5ume~ finance industry 
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G. Enact meaningful check-cashing/basic banking 
legislation I 

H. Consolidate/Simplify federal subsidy programs 
. I 

I 
I. Conduct oversight of insuranca industryj review 

regulatory options. I 
HUD RESOURCES -- On Friday, 2-26-93, we will provide you with a 
complete inventory of HUD programs which wOuld fit into an 
enterprise zone proposal. This will include the Office of 
Enterprise Zones at HUDt the Economic Development Technical . 
Assistance program which is a $26 million annual discretionary
fund for technical assistance in communities; and the 1992 
Housing Act authorization of a Community Investment Corporation 
program to be housed at MUD. Please see attached papers on 
Enforcement of eRA Reform and HUD Technical AsSistance awarded 
for FY 1993. 
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Community Reinvestment Act 
Short Term Legislative and Administrative Agenda '. 

This memorandum outlines a series of shoh.term initiatives that the 
C1inten Administration could take to fulfill its commitment to strengthen the 
Community Reinvestment Act (ORA) and at the same time provide greatly 
expanded reSOurces for reinvestment in our innet cities and other areas that 
are starved for capital. The recommended actions would: 

increase'c~operation between the private Iand public sectors in order to 
increase significantly access to capital in areas that are currently 
underserved; '. I ' 

improv~ implementation and enforcemJnt of CRA and other 
antidiscrimination statntes such as the IEqual Credit Opportunity Act 
and the Fa1r Housing Act; and I 
streamiine'the process, thus eliminating unnecessary paperwork. 

i 
The Senate Housing Subcommittee has just completed a review of CRA, 

analyzing its effectiveness, the complaints expressed about it, and areas where 
improvements might be necessary. The conclusion the Subcommittee reached is 
that there is no reason to change the law. !iJ, written, the law provides . 
adequate flexibility and guidance. What is desperately needed, however, is a 
strong commitment to implement and enforce the law - a commitment that ha. 
been markedly absent in the last twelve years. • 

eRA is probably the most eifective teol thJ Federal government possesses 
for increasing private lending. Despite the regulatory agencies' record of 
Inconsistent and law enforcement of ORA, commUnity organizations have had 
great success in forging partnerships with the private sector. In the last 15 
years more than $30 billion has been eommitted ifor reinvestment in areas 
traditionally'underserved. With clear support rrdm the Administration, the 
potential resources for reinvestment in our inner cities and other capital
starved areas multiply dramatically. 

The agenda described below provides an action plan for the 
Administration to implement the law effectively, 'eliminate the overemphasis on 
paperwork and proces., and expand exponentially the partnerships between the 
public and private sectors, 



I. Increase Cooperation Between the Private and Public Sectors 

The most important step that the Clinton IAdministration can take is 
reaffirming CRA's goals, i.e., that financial institutions have an affirmative 
and continuing obligation to help meet the crewt needs of the entire 
community in which they are chartered. Knowtog that the Clinton 
Administration views CRA as a priority will proVide tremendous incentives for 
financial institutions to increase their CRA efforts. 

IReoommenda tions: I 
• Encourage stronger commitment from the agencies. To ensure 

that the Administration's pledge is implemented,1 obtain commitments from 
nominees for the FDIC, the acc and OTS to implement and enforce CRA. 

• Encourage financial Institutions to lioitiate private agreements 
with commuoity groups. The regulatory agencies should take a more active 
rele in monitoring and enforcing these kinds of agreements and giving greatar 
credit in CRA evaluations. I 

• State clearly the role of community development banks. The 
Administration needs to state that while the Achn;nistration strengly supports 
community development banks, participation in them can only be considered 
one component of a financial institution's CRA program. Financial institutions 
must not be allowed to buyout of their CRA obligation. . I 
II. Improve Implementation and Enforcement of eRA 

President-elect Clinton has pledged to str.!,gthen CRA. Since the law's 
enactment in 1977, the record of the regulatory agencies has been One of 
indifference and negligence. Only when Congress forced public disclosure of the 
CRA evaluations in 1989 as part of the Financial Institutions Recovery, Reform 
and Enforcement Act (FIRREA) has greater effort been made by both the 
regulatory agencies and the financial institutions' to meet their CRA obligations. 
While some progress has been made, much still remains to be done. , 

Recommendations: 

• Emphasize Performance 

Regulators I and financial institutions have focused too much attention on 
process rather tlUln performance. This approachl has led to excessive 
documentation, but more important, it has subverted the intent of CRA. 
Rether than concentrating on developing programs to provide loans to its entire 
delineated community, the financial institutions are canght up in documenting 
how often their officials attend CRA seminara and the numhar of times CRA 
was mentibned at a board meeting. To reorient :the focus te CRA's intent -
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reinvesting in the communities and neighborhoods in which the financial 
institution is chartered -- the following steps should be implemented:

I 
-- Incorporate CRA inte the financial institutions business strategy. As 


long as CRA remains a peripheral activity for the bank, the bank will perceive 

it as an onerous regulation imposed by WashingtOn. Currently, many banks 

fail to use the data collected for CRA compliance lalthough the information 

pertains directly to the bank's business, i.e., market penetration, success of 

marketing efforts,' market opportunities. To encojlrage greater integretion of 

CRA, regulators should evaluate financial institutions' efforts to incorporate 

CRA into their business strategy and include this assessment in the 

institution's rating ror CRA compliance. I . 


-- Clarify CRA's goals'" ensure distinction between CRA and charitable 

activities. Clearer understanding of CRA's goals I will help to streamline the 

process and eliminate marginal activities. Regulators must also insist on a 

precise definition: of what constitutes appropriate I activity by the financial 

institution to ascertain the community's credit needs. Normal business and 

social activities will not sullice. 
 I. 

-- Implement the guidelines issued by the -Federal Financial Institutions 

Examination Council (FFIEC), particularly those IpertainIng to necessary 

documentation, partinent data, antidiscrimination and fair lending. Many of 

the current complaints about paper work could Be resolved if the financial 

institutions and the regula"'r. would implement' existing guidelines. For 

example, as a matter of policy, all the regulatory agencies can and do 

distinguish between the capacity of small and large banks to produce 

documentation. ·New guidelines were issued this year to clarify what is 

required documentation. I 


• Tighten Standards for eRA Evaluations 

-- All the regulatory agencies' CRA evalwitions reflect severe grede 
inflation. Currently, 89 percent of all financial ,institutions received a 

. satisfactory or outstanding rating. The disparity between the capital-starved 
communities that . exist in virtually every metropolitan area and many rural 
areas and the ratings provided by tbe regula"'ry agencies for meeting those 
same credit needs indicates that the rating systam is badly skewed. Failure by 
the regulators to distinguish hatween those institutions that actually are 
meeting their CRA obligations successfully and Ithose that are not undermines 
faith in the system and deprives the financial institutions and the communities 
they serve of a consistent and fair means of assessing the institutions' 
performance.. Thus, the regulatory agencies need to impose more stringent 
s~dards on the CRA compliance evaluations'.1 

-- The CRA evaluation is the basic mechimism for enforcing eRA. The 
quality of current CRA evaluations, however, rlmg. from excellent to _.:(

, . 

3 



unacceptable. All the agencies need to fulfill the requirements of FIRREA and 
the Federal Deposit Insurance Corporation Improvement Act (FDICIA) to 
provide the relevant fa~ts and data that support the conclusions of the eRA 
evaluations. In addition, the agencies need to tdun their examiners ta provide 
cogent analysis. Finally, the agencies need to be: willing to take much stronger 
enforcement action against those institutions that do not meet their eRA 
obligations. . . I . 

- Currently, the regulatory agencies rely too heavily on information 
provided by the financial institutions. Examiners can contact community 
organizations ta verilY the information, but often' whether they do is 
discretionary. In order to provide a better perspective on the credit needs of 
the community and how well the financial institution is meeting those needs, 
input from local community groups should be required for every CRA 
evaluation. i I 

-- Regulatory agencies have been far too relu~tant to impose penalties for 
non-compliance with CRA requirements. Thus, non-performing institulions 
have little incentive to improve. The regulatory lagencies must be more willing 
to make use of existing tools available to them, including cease and desist 
orders. 

• Improve and Increase Training for eRA Examiners 
, 

-- Review. of eRA evaluations demonstrates that there often is a 
fundamental lack of understanding by the examiners of CRA's purpose and 
goals. As noted, poorly trained examiners cannOt provide the appropriate 
analysis. Further, a poorly trained examiner is Imore likely to fall to 
distinguish between necessary and unnecessary ~ata, m.aking the process more 
difficult for the financial institution. It is essenlial that CRA examiners receive 
more thorough and extensive tralning. I 

I 
• Ensure Adequate and Accurate Da~prove Accessibility 

,, 

-- The Home, Mortgage Disclosure Act (HMDA) is one of the principal 
tools for analyzing a financial institution's record of CRA compliance. The 
data, however, frequently are not recorded properly and the regulatory agencies 
have been reluctant to ensure that the data are' accurate. Thus, the data base 
may not properly reflect the actual lending perf?rmance. This is detrimental to 
the financial institution as well as to the commUnilies it serves. The 
regulatory agencies must improve their oversigllt of HMDA data collection. 

I 
-- Community groups have played an instrumental role in the successes 

of CRA, yet their :acce•• to information and data often is limited. The HMDA 
data are provided in a format that is prohibitively expensive for most 
organizalions and often they ~an oniy obtain it 'months after data have been 
:' ~ , .' '. ,,' 
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, ' ,! • I 
collected. The agencies should provide HMDA data in a timely fonnat at a 
more reasonable cost. I 

•• Access to the public CRA evaluations is, also Iimitod. Instituting an 
800 number, similar to the one available for call ,reports, would greatly 
alleviate this problem. I 

- The regulatory agencies need to devise better methodologies for 
determining whether financial institutions are meeting their CRA obligations in 
rural communities. Emphasis has been almost exclusively on urban areas, but 
eRA pertains to all communities, The Subcommittee's review reveals that 
there is insufficient data on how the credit needS of rural communities are 
being met. The Subcommittee's report uncovered instances where entire rural 
communities have effectively been redlined, but none of the financial 
institutions in the area were held accountable bi the regulatory agencies, 
indicating a severe bias on the part of the institutions gnd the regulators, 

• Enforce eRA and Other AntidiscriJmatory Laws 
, I 

There is an important linkage between eRA and the Fair Housing Act 
and the Equal Credit Opportunity Act. Examimition of tho CRA evaluations 
revealed that even, when the examiners made the connection, they or their 
supervisors failed to take appropriate action to elUoree the antidiscriminatory 
laws. Steps to take to improve enforcement include: 

.• The Department of Justice developed a kOdel in its case against 
Decatur Federal Savings and Loan in Atlanta tol use in other similar instances 
of apparent violations of the Fair Housing Act and the Equal Credit 
Opportunity Act (ECOA). The Clinton Department of Justice should use this 
model to pursue such cases aggressively. It would signal to the financial 
institutions the importance of meeting thair eRA obligations. (With improved 
standards in evaluating CRA, financial institution. that are meeting their eRA 
obligations should receive clear indications as to whether they are in violation 
of other antidiscriminatory laws.) 

•• Co';gresJ has ~equired that patterns or instance. where there is reason 
to believe that discrimination exists under ECOA must be referred to the 
Department of Justice. The Clinton Administration must ensure that 
regulatory agencies adhere to the law. 

In. Eliminate Unnecessary Paperwork 

The criticism leveled at CRA pertains .xclusively to the process. 
Implementation of the recommendations listed uhder I and II will significantly 
improve the process by reducing the paperwork,land make the process more 
predictable and reliable. Among the most pertinent steps to take are: 



•• . . 


~~ emphasize perfonnance over process, and 

.. integration of ORA into the bank's business strategy, 

.• implementation of the Oongrassionally.mJndated ch~ges of FIRREA 
and FDICIA and the subsequent FFlEC guideline~. 
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Status of Economic Development TA Funding 
as of 1/5/93 

A. Sources of Funds 

1. $14 million of Teohnical Assistance funds was earmarked 
for economic development activitie~ by the Conference Report 
on the HUD Appropriations Act for FY 1991. The specific 
project areas to be funded were defined in CPDrs Technical 
Assistance Strategy for FY 1991-1992, approved by the 
Secretary in May 1991. I 

, 

2. An additional $12.1 million was made available during FY 
1992 from recaptured UOAG funds fo~ Technical Aesistance To 
EmpoWer Low-Income Residents, Especially in Riot-Damaged 
Areas of LOB Angeles and in connect::.1:on With Enterprise 
Zones. (Per Frank Keating's May 8, ,1992 memorandum to 
Randall Ilrhen) I 
3. Total CurrentlY Available - $26.1 million 

B. Uses of Funds 


14 The originial $14 million; 


$ 1,000,000 - transferred to BBS, 9/91.
1,474,069 - 3 IQC Task Orders, 9/92. 

475,000 - West Dallas cooperative agreement, 9/92. 
1,484,849 - Securitization contract, 9/92. 

500,000 - Colonias contract, 9/92.
2,000,000 - Resident Self-Employment grants, 9/92. 

500,000 - added to MBE contract,' 9/92. 
1,483,169 - youth Self-Employment \grants, 11/92.

995.670 - CDC contract, 1/93. 
$ 9,912,757 - total announced to date out of the $14 million 

I 
$ 2.500,000 - pending for Empowerment coop. agreement(s) 
$12,412,757 - total announced and pe'nding award 

$ 1,587,243 - remaining for three prbjects on hold 
(Clearin~house, Creat'ive Financing and TA for 
Self-Employment winners), 

2. The additionat ~12.1 million' 

$ 	 4,000,000 - LA County grants, 9/92~ 
6,246,133 - Other Entitlement grants, 9/92 and 10/92. 
1,306,667 - State grants, 9/92. I 

$11,554,800 - total announced to date out of the $12.1 

$ 545.200 - pend:ng for two additilnal Entitlement grants. 
$12,100,000 - total announced and pending award 
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February 16, 1993 

President Bill Clinton 
The White House 
1600 Pennsylvania Ave., NW 
Washington, D~C* 

Dear Mr. President: 

I plan to introduce the Waters "Urban Youth and Young Adult 
Empowerment Initiative" this week. This four bill package is an 
integrated, comprehensive set of programs designed to give inner 
city young people a fair chance to empower themselves. 

IIn particular. I would like to call your attention to two 
specific pieces of leqislation which co~prise the most 
significant components in my program. Both bills are relevant to 
the economic stimulus package that you will discuss this week and 
Congress will ~onsider soon. 

First I the "Neighborhood Infrastructure Improvement and Inner 
City Job Creation Act" takes the idea of repairing infrastructure 
and assures that the economic benefit to be derived both in terms 
of jobs ~ the placement of the physical improvements reaches 
inner cities. tToO often, infrastructure jobs employ only semi
or highly skilled workers in specific crafts. My legislation 
targets high P9verty areas for more mod~st physical improvements 
and beautification, and would employ workers who do not 
necessarily know a trade or even have previous work experience. 
This is a crucial component of any economic stimulus strategy. 

I I 
Second, I have l included the "Job and Life Skills Improvem.ent 
Act." This bill is based on a jOb training program that was 
contained in the~rban aid bill, passedJpy bOth Cham~~d 
vetoed last~ear. It was the only newly authorized program 

alned in that legislation. This pr~gram is a stipend-based, 
comprehensive service training program which serves people aged 
14 - 30 years of age. As you know fromltouring the Maxine Waters 
Employment Preparation Center last year, there is an incredible 
demand for this approach to job training. Moreover, by earning a 
wage, participants could afford to learn a skill. Stipends are 
an integral elem.ent of any broad-based training program for poor 
communities. 
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r would hope you would seriously consider workinq thQse: two bills 
into the proposal you will ofter conqr~ss next week~ They are 
both absolutely necessary parts of a proqram to include poor
people and unskilled workers in a program of ~ational economic 
renewal. I look forwara to workin9 with you in the near future 
to solve these tttost difficult problems;. 

I 

SinCerelY,/. 

i 

I 
MAXINE WATERS 

MW/b. I 
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lOan CONGRESS 
1ST SESSION H.R. 

---:-

, 
IN THE HOUSE OF REPRESENTATIVES 

I 
MS. 'IVATEI!.S introdneed the foll~ billi wbieh .... ref"""; In the 

Committee on I 

A BILL 

To provide grants to cities to establish teen resourue and 

education centers to provide e;mcation, employment, 

recreation, social, and cultural ~wareness assistance to 
I 

at-risk youth. 

1 Be it ..naded by tlw Senate and House of Representa

2 tives of IIw United States ofAme.J. in Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act mav be cited as the "Twn Resource and • 

5 Education Centers Act of 1993". 
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2 
1 	 SEC. 2. GRANTS TO ClT!ES TO PROVIDE EDUCATION. EM. 

I
2 	 ,PLOYMENT. RECREATION. SOCIAL, AND COL

I 
3 TURAL AWARENESS A.j!SISTANCE TOAT.RISK 

4 YOlmL I 
: The Secretarv of Health and Hllman Services, in con• 	 I 

6 	 sultation with the Secretary of Education, sba.U, from 

. . . .-~ d . I 10 'de7 amoums appropna.l.t!U un er sectlon. .' provl .grants to 

8 not !more than 10 selected cities foi the purpose of assist
~ 	 " . 

9 	 ing such cities in establishing and operating teen resource 

and education centers in such citil to provide ed":cation.. 
. I " 

11 employment, recreation, social, and cultural awaren"'!'l as

12 sistanee to at-risk youth. 

13 SEC. 3. APPLICATION. 

14. . T9 receive a grant under section 2, ' .. city shall submit 

to the Secretary an application in kch form and contain

16 ' .l.. inf' • , th S I . mg su= ormatIon as e eerei" may reqwre. 

17 SEC... TEEN RESOURCE AND EDUCATION CENTERS. 

18 ! The Secretary may not makel a grant under section 

19 2 io a city nnless the city ~ that it will use all 

amounts received from such ~J to establish and oper-
I 

21 ate, in,conjunction with local social service ~cies. at 

22 I " east 9 ~ dteen resource an d· 1 '.'  .e uca.tlOtl centers m SUc.u. CIty 

23 to provide education, employment,! recreation, social, and 

24 cultural awareness assistance to at-risk vouth. A teen re. 	 I • 

source and education center established and operated 

http:WATERS.0.39
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1 using amounts from a grant under seetion 2 shall, at a 

" .. th~llo .1
.J. mmlmnm, meet e ,1.0 owmg reqwrjments: 

3 (1) EDUCATIONAL ASSISTANCE.-The teen ra

4 souree and education centJ sha.ll provide edu
o __ , o. -'_'  I th ~_ th

5 cabo..... assJStanee to at-c"",, you Lvf e purpose 
I

6 of

7 (A) providing infoltion on institutions 

8 of higher education to Jrisk youth interested 
I , 0 

9 in attending such institutions; 

10 (B) establishing a slmolarship seareh and 
o I 

11 resource program at the i center to provide as
! 

12 sistance to such youth u,: the preparation of fi

13 nancial ald applications] schola.rsbip applica


14 tions, and other relevant forms and applica


15 tions; and 


16 (0) establishing arid carrying out pre


17 paratory COUl'SllS for highl school equivalency ex


18 aminations and' college entrance examinations 


19 at the center. 


20 (2) EMPLOYMENT AND SKII.I.S TIl.AINlNG AS· 


21 
 SISTANCE.--The teen resoureJ and education center 
I 

22 sha.ll provide employment and skills training a&list

23 anee to at·risk youth by ~ teen peer counselors 

24 to-
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

4 

(Al pro,~de training to such youth in basic 

job skills, including inte~i.ewing, personal ap

.I··th kpearance, and commumcatlon WI cowor erg 

and superiors; 

(B) provide job re£<irral semees to suelt 

you~ and. I . . 
(0) establish job ba.liks for suelt youth by 

providing listings of job Jpenings in local, busi

nesses. ; 

(3) RECREATIONAL OPPORTUNITIES.-Tbe teen 

resource and edncation centL shall provide ree-
I 

I reational opportunities for at-risk youth by

: (A) establishing spirts teams for suelt 

youth and seeking financi~ support or sponsor

ship of suelt teams from local businesses; 
,, 

(B) establishing a garden at suelt center to 

give such youth a chanoi to work together to 

i.clrieve positive results frJm their efforts and to 

distribute the food harvekd from suelt garden 

. to the families of suelt y~uth and to neighbor

hood soup kiteltens; and I 
(0) estahlishing and Farrying out a reading 

program to introduce suelt youth to the intpar

tance of reading. 
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-" 
(4) DEVELOPMENT OF SOCLl.L sKILLS,-The 

. teen resource 	and education Jnter sha.ll provide for 

the development of the social Iskills of at-risk l'outh 

'hy

(Aj hiring adnit cou'nselors and providing 

1
snpport groups at such center for the purpose 

of counseling such youth bn social and personal
I 

issues, includmg issues relating to-

(') hi f ,I ,. ,1 pro ems acmg young nunontles, 

(11"j teen-age pregnancy,I inclu""-......, 
I 

pregnancy prevention and pregnancy man

agement; . 

(''') unemp ayment; I IIII 

(iv) crime; and 

(v) sex education. incht,.,;-~ education . 	 I . ~ 

relating to acquire4 inmtune deficiency 
I

syndrome (AIDS); a1id 
I 

, (El sponsoring trips for such youth to mu

seums, State capitals, conte=, plays, and other 

cultural and educational settings and events,
I 

(5) CtrLTURAL AW.AllENESs,-Tbe teen resource 
i, 

and education center shall assist in raising the cni

tural awareness of at-risk youth by

(AJ establishing and carrying out classes 

on the history and cnlture of African-.Ameri
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1 cans, Hispanics, and' otlier cultural groups to 

2 supplement courses taught in elementary and 

3 secondarv schools and to' bolster the social and• 

.4 personal self·esteem and pride of such youth; 

5 and 

6 . (B) encouragmg such youth to produce 
, 

7 plays, stories, and artWork that retlect their cul· 

g turaI heritage and pride. I . 
9 (6) FINANCIAL .l..8SISTANCE TO COLLEGE GRAD· 

I .
10 . UATES WOB.llJNG .AT TEEN RESOURCE AND EDU· 

.I 
11 , CATION CEN'l'EBS.

r • i ,12 
I 

. (A) IN Gl!lNEB.AIJ.-The teen resource and 

13 education center shall pr\,vide financial assist· 

14 ance from amOunts receiv1d from a grant under 
I

15 section 2 to graduates ofl institiltiOI1S of higher 

16 education who work full·time at such center for 
i i 

17 the purpose of assistinS' , such graduates' to 

18 repay _dent loans obta.n\.ed by such graduates 

19 to attend such schools. 

20 ,(B) AMOUNT OF .l..8SISTANCE. -The center . 
21 may provide financial assiStIlnce under subpara.

I .. , , 

22 graph (A) in,an amount e9)lal to not more than 
. I 

23 25 percent of the total amount owed by a grad· 

. tlial ch • .24 uate durmg any year I t su graauate 18 

25 working at such center for the repayment of 

http:obta.n\.ed
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1 student loans of such graduate. Such assistance 
. I 

2 may be pro\;ded to a graduate for up to 4 years 

3 that such graduate is w.Jking at such center. 

4 SEC. S. CITY REPORT. 

S The Secretary may not ma.ke a grant under section 

6 2 to a City unless the city agrees that it will submit, for 

7 any fiscal year in which such city Ireceives a grant under 

8 sue\>. section, a report to the Secre~ describing the use 

9 of such grant, including

10 (1) the number of at-risk youth receiving assist

11 '. a.nce at each teen resource ana education center es

12 . tablished in such city under sJtion 4; 

13 • (2) the types of services land referrals received 

14 by such at-risk youth; and 

15 (3) any other information the Secretary deter

16 mines to be appropriate. 

17 SEC. 6. SELECnON. 

18 (a) IN GENERA.L.-The Secretary shaJJ select cities 

19 to receive grants under section 2 w~ch have a large num

20 ber of at-risk youth. 

21 

22 

(b) GEOGRAPHIC Drv:ERsl.TY·
I 

To the ~nt prac

tieable, the Secretary shall make grants to cities under. . 
I 

23 section 2 in a manner which will eqnitably distribute such 

24 grants among the various regions A£ the United States. 
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8 
. SEC. 7. ALLOCATION. ,, 

,J ., i 
. I The Secretary may not make i a grant under section 

I, 
2 in a fiscal year to any ciw in ad amount tota.litul: more 

~ ,," ~ 

~ 10 perCent of amounts appropriated under section 

10 for that fiseaI vear. 
<t' ¥ • 

, 
SEC. 8. lIl!!PORTS. 

I 
' (a) L'ITEIUM REPORT.-Not later than January 1, 

199!,. the Seeretary sha.ll submit ~o the Congress an in- . 
. I . • 

termt :report conta lDlDg, 
(Ila compilation of the linformation contained 

, 
. : in the oit:y reports received by the Secretary pursu- . 
i' 
' ant to section 5; and I . 

(2l aproeess evaluation 
,

of the effectiveness of 

. the grant program. ' 
, I
(b) FINAL REPoRT.-Not later than January 1. 

199~. the Secretarv shall submit J the Congr~ss a final 
1 • I 

rep6rt con:taining the information described in subsection 

(a).:' 
. I 

SEC: 9. DEFINlTIONS. 
I
• 
:For purposes of this .Act, the following definitions 

apply: , 

i' (1) AT-RISK YOUTH.-The 
, 

, term "at-risk vouth". 
, I 

imeans individuals who have attained the age of 10 
" . .' 

Ibut have not attained the age ;0£ 22 and who live in , 


.a 'city in wbiclr- 
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1 (A) drug and gang ,activity, or other \~o-
, 

2 lent community activity, are prevalent; 

3 (B) a large number of youth are unlikely 

4. to complete an elementary or secondary edu

5 cation; 

6 (e) a large number of youth are runaway 

7 or homeless youth; 

8 (D) a large number of individuals receive 

9 public assistance: and 

10 (E) a large number of individuals are sin

11 gle parents. 

12 (2) L'<STITGTION OF HIGHER EDUCA.TION.-The 

13 :term "institution of higher education" has the 

14 ·meaning given such term under section 120lfai of 
I 

15 the Higher Education Act of 1965. 

16 (3) SECllET.ARY.-The tel "Secretarv', means 

17 the Secretarv of Health and Ehman Servie~s. 
- ! 

18 SEC. 10. AUTHORIZATION OF APPROPRIATIONS. 
I 

19 (a) L,< GENERAL.-There is aJthorued to be appro

20 priated $350,000,000 for each of ~e fiscal years 1994 

21 and 1995 to carry out section 2. 

22 :(b) AVAlI,AB1:uTY.-oAmounts appropriated under 

23 subsection (a) shall remain available until e:tpended. 
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103D CONGRESS 
1ST SESSION H.R. 

i 
m THE HOUSE OF REPRESENTATIVES , I 

I 
~Is, WATERS inl'l'Oduced the following bill; which was reieznd to the 

Commi_on I 

I 

A BILL
, , 

To provide employment opportunities to unemployed individ

uals in high unemployment areas inIprograms to repair 

and renovate essential community facilities, 
- I , 

1 Be it enacted by the Senate and House of RepreSfmta

2 lives of lite United States ofAmerica ,J Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act may be cited as the "yeighborhood Infra

5 structure Improvement and Inner Citoi Job Creation Act", 

6 SEC. 2. ESTABLISHMENT OF GRANT PROGRAM. 

7 The Secretary of Labor (ill this IAct referred to as 

8 the "S~cretary") shall provide grants Ito eligible adminis

9 trutive 'entities described in section 3(a) for the purpose 
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2 

of establishing and c~ out Pygrnms that prmide 

employment opportunities to unejployed incfuiduals 

through payments for labor and related costs associated 

with the repair and renovation or essential community fa

cilities. 

SEC. 3.! ELIGIBLE ADMINISTRATIVE ENTITlES. 

(aj IN GENERAL.-An adminisJative entity shall be 

"-'bl'· d' I 0 if I ..e~l e to receIVe a grant un er sectlqn _ tIe ent1t:'· lS-
I • I , 

(1) a private industry council (described under 
· · section 102 of the Job Training:Partnership ."ct 129 

U::S.C. 1512», 

(2) a unit of general local go,·ernment. 

(3) a nonprofit prn-ate orJ,zation. or 
I 

(4) in the case of a grant invohing a Xatn'e 
i 

American Indian tribe or .uada Nath'e \'illa>re. a 

grantee designated under subsJCtion I d Or (~I of 
I 

section 401 of the Job TrainingiPartnership Act. or 
· · 

a consortium of such grantees urtd the State.
• I' 


that serves 1 or more eligible jurisdictions described under 

subsection (b). 

(b) ELIGIBLE JURISDICTION-An eligible juris<ik

tion d~scribed under this subsection it an area which has 
! 

u poverty rate in excess of 30 percent rind which is

(11 it unit of general locali g-owrrullent wltiel! I " 
has " population of 50,000 or more individuals; or 
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(2) a Nath', •.unerican Indian tribe. band. orI . . 
group located on a Federal or State resermtion. the 

Oklahoma Indians, and any • .lJJka Native '-illage or 
,, 

group as defined in the • .lJaska N arive Claims Settle

ment Act, having a governing bory' 

(c) PRrORITY.-In selecting administrative entities 

described in subsection (a) to receive a grant under section 

2, priority shall be given to adminiStrath'e entities that 
l 

g:tVe' assurances to t he ecretary In'th I" b'S i app lcatIOn su nut

ted under section ;1 that such entitIes will give prlOr1ty 

to in,fu.;duals who are low-skilled worlers in selecting indi

viduals to participate in programs eshblished and carried 
, I 

out by,such entities under section ora), 

SEC. 4. APPLICATION. , 

The Secret.ru::l' may not make a grlUlt under section 

2 to an eligible administrati"e entity unless the entity sub

mits to the Secretary an application msuch form and con

taining such information as the SecreJar:;- may require, 

SEC. 5. USE OF AMOUNTS, 

(a) IN GENElUL.-Escept as p~ovided in subsection 
, 

(b), the Secretar:;' may not make a !grant under section 

2 to an eligible administl'uti,'e entity nnless the entity 

agrees that it "ill use ::ill amountS received from such 

grant ~to establish and carry out a program to provide, . ,, 
wages land related employment benefits to eligible in(li,';d
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'* 
uals described in subsections la) and Ibl of section 6 for 

the purpose of employing such indi1iduo1s to repair anu 

'01' f ill ha . drenO\+ate essentl COlDlnurut\" ac ItleS t t are wente 

,rithin the eligible jmisdict;on tidt tile enuty sen'es. 

including

(1) painting bridges; 

(2) repairing and renoYating public buildings 

and other community facilities] inc1mling public li

braries; 

(3) repamng and renm-atlng public housing 

units·,, 
(4) repairing water syste"'f and water 'dewiop

: 

ment projects; 
: 
: 

(:;) erecting or replacing ;t::,uffic control Sl!?11S 

and removing road sign obstrucJiollS: 

(6) replacing school. cross~g, interseetion. 'mu 

other road surface markings: I 
(7) repairing roads and streets, 

I 
(8) repairing and renovating parks and pla)'

grounds; 

(9) installing and repairing drainage pipes and 
I 

catch basins in areas subject to. Bonding:; 

(10) installing gradeu !'aLps f~r i.1ldh-idlHlls 
: 

,Vith disabilities; and 
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'(11) weatherizing community facilities and car

. . th I.. ..rVlIl12: out 0 er ene,-",:- conser'>lltlOn act1\1t!es. .- - . -'" I 

(b) ADMINISTRATITE CosTs.-Not more than 25 per· 

"f "dfr d ."1cent 0 amounts receIve om a grant un er sectIon ~ 
I 

for any fiscal vear rna" be used for the cost of administI'tl· 

tion ~d the a~quisiti;n of supplies. Jools. and other equip· 

ment: 
-

SEC, 6. ELIGIBLE INDIVIDUALS. : ... 
(a) L'I GENERAL.-An indi\~ddal shall be eligible to 

I 
participate in a program described in section 5(a) oni}' if 

the individual

(1) is an unemployed individual at the time of. 

enrollment in such programl 

(2) has been unemployed; at a l1l.l1lllllum, for 
i 

the duration of the IS-week period immediately pre

deding the date of such enrollment; and 

(3) has made a good-ntiJh attempt to obtain 

~mplo,-ment durh"1f( such 15.welk period..' - I . 
(b) .IDDlTION.AL REQlJ1RE1>!ENT FOR SECONDARY 
i 

SCHOOL-AGE L'IDITIDU.lliS.

(1) IN GENERAL.-In addition to meeting the 
i. , 

requiJ:ements described in subsection (a). It second· 
! 

'P":" school, age indh;t1ual shall be eligible to partici, 

. - d'b d .1 . -() ni 'fpate m a program escn e 1Il sectlon ;') a. 0 y 1 

the indh-idual has not attende~ " second!U''j' school 



; 
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1 for any part of the 6-month p~r;od immediately pre
, ,• 

2 ceding the date of enrollment ur such program. 
. , 


3 (2) SECOND.ARr SCHOOL-AGE r:<''DI'ILDLU- DE· 


4 FrNED.-For purposes of par~graph (1), the ·term 

5 l:'secondarv school-age indiV'iduL" means an i~diY:id
6 ual who ~as attained the age 1f 16 but has not at· 

7 tained the age of 20. 

8 (c) mORITY.-In selecting individurus described ill 

9 subs~tions la) and (b} to Partic;ptte in a program de

10 scribed in section 5(a), priority shall be given to the indio 

'd th' h11 VI UdJ.l:ij.1.'WJ10. at, e tIme 0f' I .1 Isa ectlOll :to t le program. .<lye 
, 

12 exhausted or are otherwise not eligil\le for unemployment 
. . 

13 insur~ce benefits, particularly those individuals "ho have 
l

14 been unemploved for the low<est periods of time l1reeedil1" .. . I 
15 the date of their selection to the pro~am, , I 

I ,
16 SEC. 7. NONDISCRIMINATION. , 


, I 

17 No individual shall be .xcluded from participation in . 

. , 
; 

18 denic~ the benefits of, subjected to jscrimination under. 

19 or denied emplovment in the administration of or ill eOIl.• I 
20 nection with any program described ill section :): a I be~ 

21 cause 'of race, color. relio-ion, sex.. national oria:1n. aue. djg
• . ". . I -, 

22 "biliq', or political affiliation or belief:, 
I 

23 SEC. S: LABOR STANDAlIDS. 
• 

24 The labor standards described lmder ,e~tiOIl l';':i of 
1 

25, the Job Training Partnership'Act (~9 l'.S.C, 155:il shail 



I 
, 
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7 
, 

1 apply for purposes of u program ~stablished under section 


2 5(a). 


3 SEC. 9; MAINTENANCE OF EXPENDITURES. 


4 
 The Secr~Uu:<' rna)' nOt make al grant under section 
, 

5 2 to lm eligible administrarn'e cnti1=:<' unless tbe entity 
. . ,I 

6 agrees, that it will 'maintain its aggregate c:'i:penditure~ 

7 from all otber sources for employing indi'dduais to repair 

8 and renovate essential COIIllnunitt' facilities at or ab",'o tbe 

9 Il\'el'age level of su,h e"Pendlru:.es l the 2 fiscal years 

10 preceding tbe date on which the entiJ"submits an a1'pl;ca

11 tion u.nder section '* to the Secretary. 

'12 SEC. 10. REPORT. 

13 The Secretary mar not make a grant tmder section' 

14 2 to im eligible administrath'e enti!:y unless the entity
, ,. , , 

15 agrees' that it will submit. for an:-' fiscal year ill "hioh the 
, . I 

16 entity receives a grant under snch section, a report to the 


. 17 Secretary describing the use of such Igrant imd an)' other 


18 informa.tion the Secretarr determinek to be appropriate. 
. . . I . 
19 SEC. 11. AurHOlUZATION OF APPROPRIATIONS. 

I 
20 (a) L'i GENERAL.-There is authorized to be appro

. I 
21 printed to CllIT\'- out section 2 $5.000.000.000 for fucal . I . 
22 year 1994 and such sums a.."i may be neceSSal1' for each 

23 succeeding fiscal yem'. 

http:e"Pendlru:.es
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1 
 (b) Av..I.ILUllI.ITI.-Funds aUfhorized to be appro. 

2 priated under subsection (a'l shall remain m'ailablc nntil 

3 expended. 

, 




TH E: WHITE HOUSE, 
WASHINGTON 

February 21, 

, i 
MEMORANDUM FOR GENE SPERLING AND BRUCE REED 

FROM: PAUL DIMOND 

SUBJECT: A PLACE CALLED HOPE 

I. OVERVIEW 

We need to develop a central theme for urban and rural economic 
and community development that builds on the powerful message of 
the President's new direction. This theme may be a phrase or an 
acronym. But it should be direct. short, and speak American. , I 
Capturing the right rhetoric is important for at least two 
reasons: 

*to,help carry the message of the plan, and the 
potential of ~ts various components. to the people 

*to;help us shape the plan by disciplining us to ask 
the right, hard questions in considering whether to include, 
redirect, cut back, expand or initiate alternative components. , I 

II. BACKG!!O!l!!D 
I

Urban economic and community development has been a graveyard for 
liberal Oemocrats for decades. Previous place-based, urban 
programs have consumed much public treasure and many political 
careers for little return. Prior programs have been overwhelmed 
by the market, economic, demographic and, yea, discrimination 
forces at work. We would be foolish tolattempt to boil the ocean 
to turn these sweeping tides cascading through metropolitan 
America. And the sweep of the tides surely has bean at least as 
powerful in rural America:· during the industrial era of the old 
economy and the modern advances in farmlproductivity, tens of 
millions of Americans migrated from rural farms and towns to 
urban, suburban and exurban America. I 
The President's new direction promises that we will work smarter: 
to help all Americans learn new ways to: ride with the changing 
tides and witQ the important undercurrerts that are and wi~l be 
at work in the new economy ahead. And we have to play the hand 
that we have been dealt. and play it as~, best we can. As just one 
example, this means that our plan must not be, and can not be 
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perceived as" a zero sum game pitting dlfferent places or racial 
groups against one another. We don't need urban VS~ suburban or,
black va white or Hispanic- or Korean- IVS~ Afric~n-American. 

The basic issue for your consideration)is how to speak and, 
thereby act American in the most powerful sense of the 
President's message. I. 

I . 
I don't have a proposal for a better banner than the diverse 
phrases used in the campaign; the inauguration, or the economic 
message and the plan for a new directi'on. I don't have one pat 
phrase yet. , I 
Instead, I ask you listen 'to the discussion which follows in Part 
IV of this memorandum with a differen~ ear. While reading the 
memo, .t ask you to hear the Pres1dentts personal story that 
resonates with all Americans: remember a "Qlace called ~.n 

I
The power of this message can sta.rt w,i th a hand-up--not a hand-
out--for our fellow Americans, particularly 1f we begin in,
rhetorical terms with the poorest child in a rural place and 
thereafter move to includa the poorest family in the most 
distressed ,urban place~ I 

All Americans know that we will all Jain if the most,disaffected 
persons in the most distressed places are provided with the 
opportunity--and required to step upl. to' the responsibility--to 
become contributing members of a ne~ direotion for America~ In 
fact, we now all know it in the deepest and most visible way~ the 
person and the message that is every 

, 
American's Pres~dent. every 

day. for the next eight years. I . 
I 

III. QUESTION PRESENTED 
I

Does a "place called Hope" offer a way to talk about--and to 
think and, act on--a bold, new plan?j COnsistent with the 
President's Economic Message to Congress. the plan might be 
called, "A New Direction for Amerie'a: '1\ call for HOpe in Every 
Place." Will the rhetoric of Mho~M and "place" resonate with 
all Americans? Will it work to convey the twin messages: to 
empower poor persons to participat~ in the new economy and to 
empower all Americans to help rebuild distressed urban and rural 
places? I 

IV. DISCUSSION 

I divide the discussion into threJ parts: 1) the challenge in the 
hand we've been dealt; 2} ways that, the President's main themes 
may help uS shape the components of a workable plan; 3) the 
limits and potential of the current phrases to capture the 
central message. I 

I 

I 
J 
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A. The Hand We've Been pealt 
i 

Cards in the urban or metropolitan hand inolude: 

*The migration of persons and jobs out of urban cores 
to expanding suburban, and exurban rings, has oocurred as the old 
industrial economy advanced throughout ~he world. This tide is 
not unique to' AMerica. Reasons for this out-migration include 
the urge to find a better single famil~ home in a better 
neighborhood ~ith better schools (whic~ are financed in this 
country by such inequitable state systems of local taxation as,to 
make for a series of publicly supported I but virtually private 
school districts. where the price of tuition 1s the cost and 
location of e home); the need for larg~r blooks of land outside 
central cities as the means of production shifted to 10n9. 
single-story lines of mess product1on;jfederal and state support 
for an interstate and metropolitan system of roads; and firms and 
jobs moving to locate where the peoPle/are rooving~ 

*Racial Discrimination initially divided and thereby 
further prop~lled this largely whites-only tide in America. From 
the start FHAI VA~ and Public Housing was run on an exclusively 
white or dual basis, financing whites only for single-family 
homes and building blacks-only public and subsidized, multi
family housing in black areas and whites-only multi-family 
housing in white areas. Raclal discri'mination still mars the 
market: for example, in 1990 upper income African-Americans were 
rejected more frequently than low~ and, moderate-income white 
Americans for home mortgage loans. The tide of out-migration has 
for too long been divided by a process of neighborhood 
succession, ,disInvestment I discrimination and racial 
ghettoizati:n. I 

*As upwardly mobile minorit~es join the outward 
migration, many central city residential areas and some older 
suburbs remain occupied primari1y by ~ow- and moderate-income 
minorities,ithe homeless. the disaffected or other elderly whites 
who do not have the wherewithal to move. Single, female-headed 
households with no support from fathers either live off of a 
welfare hand~out or remain poor working full-time in service 
jobs. Depending on the extent of the~ new in-migration of non
black minorities (Hispanic- and Asian'-Americans) in particular 
regions, many areas of the older cent'ral cities (outside of 
California, Texas, and Florida) have I~ substantial population 
over the past thirty years. 

, I 
*Home mortgage, small business, and consumer lending 

and banking simply pass by many persons in many distressed areas 
in central cities and some older suburbs. We can wring out some 
of the discrimination through enforcing existing anti
discrimination law. Sut we can create a much broader cross, 
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current only through innovative and powerful approaches that use 
cerrots and sticks to make the market work better for all 
Americans. Instead of offering such a hand-up. however # our 
financial and-housing markets now give minorities and most people,
in d1stressed'places the back of the hand. 

: I 
*The magnets for the earlier mass migrations from the 

farms and across the oceans to the central cities during the 
height of the industrial economy have l:argely vanished: the city 
1s no longer. .the auction place for the ~low-skilled 
industrial/tr,ade/service jobs. Such jo;bs for the old industrial 
economy, as well as the low-skill serv~ce jobs 1n our current 
economy in transition, are located in the expanding suburban and 
even exurban rings where a majority Ofl'the people now live. As a 
result of this rational, market-driven migration of firms and 
people, the average commuting times in ,the U.S. are less than 
one-half of those in Japan, for example. But this also means 
that getting .inner city youth" and their parents; .to suburban 
jobs may require rethinking urban massjtransit. 

*Some of the financial, medical. legal, accounting and 
major Univers1ty and cultural segmentslof the current economy 1n 
transition can be--and still are--located in identified downtown 
districts. Offices and stadiums are lOcated both in central 
districts and in increasing numbers of/expanding suburban 
commercial and office nodes. In many metropolitan areas, the 
existing vacant office supply is sufficient to meet the projected 
demand well ~nto the next century. ) 

*Although some central cities maintain major retail 
centers in downtown districts and even service stores in many 
neighborhoods, the bulk of both have followed where the majority,
of people now llve~ outside central cities. Indeed, in too many 
distressed places in urban cores~ the most profitable sma~l,
bus1nesses are gun shops, l~quor stor~s, pawn shops and other 
alternative check-cashing outlets, and illegal drug traffic~ 

, I 
*With the possible exception of the new means of heavy 

production of cars and planes. for example, the production means 
and jobs of the new economy (including information~ knowledge, 
transaction, research. etc.) could be: located 1.n central ofties t 

suburbs, exurbs and, to an 1ncreasingjexte.nt. in rural areas. 
Even the heaviest modern production plants can be located in a 
distressed urban core, 1f the land can be assembled and cleaned· 
up and if there is the will: witness Chrysler's new Jefferson 
Avenue plant in Detro1.t. But these are the exception, and 
Chrysler's move of its headquarters a~d design facility of the 
future out of the 'inner city to an exurban area on the outer ring 
is the more common example. Green fields and suburban housing 
have more appeal even to Lee Iacocca, I and his mangers and 
designers of the future, than the decay, blight, and crime of 

http:1ncreasingjexte.nt
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I 
Highland Park in the center of Detroit. 

*The firms of the new economy, and the increasing 
numbers of very mobile, symbolic analys~s who are no longer 
effectively tied to any firm, can effectively work and produce in 
urban, suburban, exurbsn, and even in rural places. Where they 
will locate, therefore, is not dictatedl by the restraints of the 
past. But it would be a mistake to ignore their continuing 
relevance or the current results cast in the concrete, the 
fabric, the firms, the Skills and the cultures of the quite 
different kinds Qf places within and between metropolitan areaS 
throughout America«  I 

*There are large variations specific to each 
metropoli tan area within the tides that' sweep across the country. 
There a.re substantial eddies and even slignificant cross-currents 
and backflows in many locales. Even in the most distressed 
places, there e.re many, ma.ny individuals. schools, Churches, 
community groups, and small enterprises working hard to make a 
difference in their own lives and those of their families, 
friends, and neighbors. We must embrace the local variation, and 
we should not attempt to d1rect~ by command and control, any,
grand progra~ of social engineering fr9m Washington, D.C., for 
any place. Individual market decisions~ personal location 
choices and the private sector will carry the day in every place~

I 
*It is within local places throughout the country where 

this hand--and much of the new economyi-will ultimately be 
played. 

*Our goal, therefore, shouldjbe to ohart the tides and 
to steer a course that will empower all Americans in all places 
to contribute to a more prosperous future. We must do so in a 
way that will be entirely cost efficient with public and private 
dollars~ The plan must build on marke~s and encourage diverse 
national; regional # state and local public-private coalitions and 
leverage. We must establish at the ohtset the process and the 
rhetoric to permit necessary mid-course, corrections as we go and 
the many tacks that will enable all Americans to sail in a new 
direction. I 

*The focus should be on jobs, good jobs, but jobs.
I

*As with the new economy, w~ must empower a broad range 
of actors to set sail in a new direction, to find their own ways 
to partiCipate in the new economy andJto rebuild distressed 
places in urban and rural areas. No massive federal galleon can 
be built in whiCh we ask the American Ipeople all to climb on 
board and place their backs to one federally commanded goal and 
then row blindly by brute" manual strength: that old, wood 
behemoth will go down faster than its modern day equivalent~ the 
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Titanic, in the rough seas ahead. Instead, we have a President 
who can spread a broad beacon of light across the surging tides 
to empower all Americans to build, to band together in smaller 
crews~ and to sail ~any. many smaller, agile i high tech-ships of 
the future on new voyages of discovery, whatever their current 
place. 

B. The Relevant Presidential Themes 
I

The President's main themes for such a rew direction fall into 
several categories: 

*Individual opportunity and personal responsibility, 
investing not consuming, rewarding work'--e~g., a hand-up rather 
than a hand out; each of us must be an ,engine of growth and 
change; end welfare as we know it, with training and a 
requirement to work once trained; demand that all absent parents 
take responsl'bility for providing support for their Children; 
assure that all full-time workers make lenough so that their 
families will, no longer be poor 

*reinventing government, and:empowerment not 
entitlement--e~g~; steering not commanding; offer~ng hope and a 
hand, not a cure-all and a command; placing bets on individuals 
and groups in the marketplaces where they are, not on any 
bureaucracy where the people to be served aren't; leveraging 
federal resources with state, local and private cooperation and 
support; making markets work for a new!direction rather than 
trying to command a different order; some things work and other 
things don't; start small, and if it works, expand. through a 
transition to private capital~ government-sponsored enterprise, 
state-local-private partnership; if itldoesn't work~ redirect or 
stop and try something else: in the end, we want more and more 
people not to need [even the federal government's hand-up) 
anymore , 

*communityand family. life-long learning~ faith--e.g •• 
investing in expectant mothers' nourishment, young children. 
better learn~ng [can we add more, smar~er, faster, cheaper, and 
actively, with and of the information/knowledge agel too?], youth 
apprenticeship. national service, worker retraining, life-long 
learning; Brady bill and 100,000 new police on the street in the 
community: [how does the "community" message ring out so that it 
offers support not exclusion and avoids group v. group battles? 
what is the nature and scope of "commu!tity" that is meant? we may 
want to look at John Gardner's recent address'on this for some 
ways of speaking and thinking); it's riot what's ~n it for mel but 
what's in it for us; there is no them~ there is only us 

*new, global economy--e.g.# information/knowledge age, 
research and development, etc. [determine how 'to avoid cutting 
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urban cores cr distressed rural areas off from these building 
blocks for the economy of the future] I 

*it's the economy~ stup1d--e.g., if we have a 
disaffected group of poor families isolated from the new economy. 
we're all going to be worse off: if we have distressed places 
within our urban and rural areas. each Of these local economies 
will be worse off; we can't afford to waste any person or any 
place 1f we are g01ng to compete successfully in the new global 
economy that is taking shape before our! eyes; [small business, 
infrastructure. environmental clean-up]; jobs, jobs, jobs; the 
more people who have jobs, particularly: jobs that will increase 
our ability to compete 1n the global ecbnomy~ the greater 
prosperity for all of us and all of ourl' childrenJ and all 'of our 
children's children~ in the years ahead, 

: , I c. Current phrases . I 
"Urban and rural economic and communitYI development" sounds like 
"tax and spend" liberal failure. It brings back memories of,
Urban Renewal, or Model Cities. Its turgid, too long, and doesn't 
say anything positive to most Americans. "Locational Economics" 
(the tentative name used internally fO~ our work in NEC) is as 
uninspiring as its counterpart, "human ,capital". They are too 
fancy and too academic to speak American. 

l
1Ilnvesting in communities" or "empower1ng communi ties" both have 
some potential. But they also run risks. The first may sound,
too much like a three-piece suit, big banker's special; and 
playing the hand we've been dealt requires more than l1investing!1 
dollars. The second may kindle fears among many suburbanites, 
blue collar and city workers, and unions of by-gone 
confrontations arising during "Black power" and "community 
control mOvements. Even the recent, hi-partisan initiative ofto 

the Detroit School Board to vest authority in the faculties of 
individual schools was thwarted by a bitter, four-week teaCher's 
strike: the banner of "empowerment to was viewed by the unions as 
too much of a threat (of what? accountability? control by parents 
from eaCh school community?). The teachers rejected any such 
notions of "full freedom" from central!bureaucracy and "taking 
responsibility" for the destiny of each school: they organized to 
defeat three of the four "Empowermentu:supporters in the November 
election. (The current school-based "empowerment" experiments in 
Chicago and some places in New York. Philadlephia, and other,
urban schools do offer hope for the meaning if not the term, 
"empowerment. "] ~ 

, 
, I'

"Empowerment!> standing alone has some raw political appeal, of 
course, if it serves to preempt Kemp. IWhen tied to community. 
however,. there is a greater risk that the perception (and the,
message) could be subverted.into a gro~p vs. group or place va. 
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place battle for scarce resources rather than a plan for 
promoting opportunity for all that will increase prosperity for 
everyone in the new economy. 

All of these problems led me to tryout some real pablum, 
something like "Rebuilding America: Emp<?wering People to Invest 
in our Communities f or "Empowering People to Rebuild America's• 

Communities". But these phrase don't capture for me the reach~ 
and personal commitment and inspiration) of the President's new 
direction. It Is also possible, of course, that only the 
President's personal speaking can infuse any phrase with the full 
measure of his message. 

IV. CONCLUSION 

Listen to the President's voice, again, I"A Place Called Hope,1/ as 
the story, the symbol and personal commitment of the President. 

I
Think about starting with a distressed rural area in Appalachia,
with a woman's cooperative, funded by loans from a CO bank and~ 
at the CD bank's urging, the local bank Ito make crafts. A 
worker-owned business has grown into a thriving enterprise~ 

, I 
Proceed to the son of a hard-working farmer in Alabama (or Iowa 
or Oklahoma) who finally had to sell the family farm because he 
couldn't make ends meet, earned a College degree in· journalism 
and communication with an inCOme continent loan, and joined the 
National Service for two years. He then returns to his roots 
near his home to participate in the new !knowledge age by writing 
a column, already syndicated in thirty papers nation-wide~ This 
son of the rural land also shares his insights, skills, and humor 
for a fee with a national network of rural enthUSiasts on an 
interactive. electronic forum. He is building interactive, 
multi-media learning programs with several partners around the 
country and' tests them for free with the

, 
teachers, children, and 

families in the area. He has received an equity position in a 
community-owned enterprise, funded by the CD network's regional 
venture fundi that is seeking to enhance its local grain/animal 
market by creating on-line a regional# network auotion. 

IRoll ahead a couple of years to a community-based education and 
training center in a blighted urban plada, in Newark (or the South 
Bronx or Philadelphia) that succeeds, with one-stop career 
shopping under DOL's new initiative, to get increas~ng numbers of 
drop-outs in the inner city onto the career ladder with training,,
both for entry-level service and high-tech jobs. This youth and 
worker training center is called r "Focus HOPE~" It works in 
partnership and for a fee with many busi'nesses throughout the 
metropolitan area, with additional capital lent by the major,
regional banks for its expansion. Because Focus Hope provides 
active learning for all who partiCipate to meet high standards i 
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its graduates can all demonstrate their capacity to know and to 
be able to do what the National Learning Standards recommend: to 
~earn how to learn for a lifetime. Andlthis is no idle promise: 
Hope's graduates can not only begin worK at a meaningful job~ but 
they can advance or change careers several times as the years go 
by; and~ they can participate in additional education and 
training financed by twenty-five year, income contingent loans 
provided by a new government-sponsored enterprise, UPLifT 
(Universal Personal Lifetime learning Trust). private investors 
buy enough of UPLifT'S bonds to providelthese loans to every 
person with the will to invest in his or her own learning for the 
future. :' 

proceed to a renovating neighborhood in another distressed ,urban 
core, in L.A., near U.S.C. Here~ a low1income project has been 
turned into a 'vibrant residential commu~ity by the jOint efforts
-and ownership--of its former tenants. IA new medical firm has 
located to take advantage of the spin-offs from the nearby 
medical complex and University research land the business c1imate 
and tax benefits provided by a federal-state-local University 
Enterprise Zone. This zone, formed forjseven years under the new 
Bentsen Reinvest in America Act. is also being tried in nine 
other urban areas. A new mixed-income townhouse block has been 
built by a public-private. California State Housing Authority
Fannie Mae partnership; and existing residents from the 
distressed area with section 8 vouchers iand training (good for 
three years) are joined here by service Iworkers and professionals 
working nearby. The new National Community Investment Trust 
Fund, formed with $500 million in capital and an additional $2 
Billion in lending· authority from the 500 largest national and 
regional banks in cooperation with a nation-wide coalition of 
community groups~ has invested in a locally owned. community 
bank. This CS has supported the start-up of new community-owned 
supermarkets and locally owned dry cleaning~ multi-media and,
computer stores, medical supply firms, atc., all side-by-side 
with much larger loans from banks and t~r1fts stepping up to 
their eRA obligations. Home mortgage. small business and 
consumer lending from all of the tradit~onal sources is also 
being made available in the community; and alternative check
cashing outlets are closing down. Community policing and 
neighborhood watch are bringing safety and a sense of personal 
security to the neighborhood; and, with Ithe Brady Act, gunshops 
are closing down as the demand for handguns is on the wane. 

I
Proceed to.~.~.~ ....•..••And there are poor families that are 
moving from distressed rural areas in Georgia and inner-city 
Atlanta and off of welfare to opportunities and jobs in the 
suburbs through the expanded, joint HUD1DOL program of Moving to 
Opportunities.) Regardless of their race~ color or national, ,
origin, these families can apply for credit and loans without 
discrimination from all lending sourcesJ 
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I
Anyway. you hear the message! in every place no matter how 
distressed, for every person no matter how poor and isolated~ 
there is hope_for becoming a contributing member of our society. 
Every person--in the suburbs, the central cities, the rural 
areas--knows that we will all do betterlif every where across 
this land can ,be a place called hope ...•Henc6? 

A new Direction for America: 

A Call for Hope in EverY!Place 


Well, that's my shot for the day: what say you? Does it work? 
Too risky because it ties the plan to the president's personal 
story? Or does it gain resonance and speak more directly to all 
Americans because it is the living emboqiment of the President's 
own life--and message--for a new direction? . 	 I 
Does the Presi:dent want to make such a Call for Hope in Every 
Place, 1.n no small measure because of hils own journey from a 
place called hope. If he explains the reasons for this call in,
such personal terms will it speak American to all Americans? 

I
1 think the resonance could be very pow~rful, indeed. Just image 
the President addressing a joint session of Congress. As he 
enters the House Chamber, a video of the', relevant portion of his 
acceptance speech rolls behind the Speaker and the Vice,
President. After the obligatory introductions, the President 
begins, liAS you know my journey to the well of the congress today 
began in a place called Hope ... ~ .•..•• ~ .1. [O.K., Bruce and Gene, 
with Kusnet and George, you draft the re,st of the speech which 
lets the President speak what he means']1 

As to the details (is that where the dev~l really is1)~ is there 
a phrase that fleshes out the message and forms the acronym HOPE 
(or PLACE)? Is there a tag line that can' be added that will flesh 
out the message but avoids the risks of 

,
standing alone when tied 

to hope: e.g., A Call for Hope 1n Every Place--Empowering All 
Americans to Rebuild our Communities. j 

I end where I began: Does such speaking convey the message? Does 
it discipline our own evaluation of the diverse components and 
development of a plan?, 
cc 	Sheryll Cashin 

Sylvia Matthews 
Paul Weinstein, 



THE WHITE HOUSe: 


WASHINGTON 


FEBRUARY 9. 1993 

MEMORANDUM FOR BRUCE REED. GENE SPERLING 

FROM: Paul Weinstein 

SUBJECf: Commnnlty Development Baok LegIslation 

On Monday. February 8, I met with Steve Harris, staff director of the Senate Banking 
Committee. He expressed to me Senator Reigle's desire to: work with us in drafting 
legislation to fulfill the President's campaign pledge to create a network of community 
development banks, 

Both the House and the Senate have held hearings pn communily development banks. 
In the House, Representatives Kennedy and Neal have had hearings in Iheir subcommittees 
and Reigle held his fiISt hearing on February 3 -- Milton Davis of the South Shore Bank 
testified. 

Unlike Reigle, neither Kennedy or Neal is very enthusiastic about community 
development bank legislation. Kennedy is lukewann to the idea at best, mainly because of 
Opposilion from groups such as ACORN, who fear we will use community development 
banks to weaken the Community Reinvestment Act (CRA). However, we can probably get 
Kennedy's support by dropping BCs proposal to allow Commercial banks to meet a small 
portion of their eRA requirement by financing community development banks. 

Neal feels that the Federal Government has no rotl in community dcve)opmcnt 
banking, He used his hearings to underscore that point. I .' 

Apparently Senator D'Amato will be introducing I~gislation on community 
development bank, in the next couple of weeks. His legi,slation will likely gut CRA. Reigle 
opposes the D'Amato legislative proposal, and has asked his staff to draft an alternative bilL 
Although only a preliminatry draft, Reigle's bill would create a trust authorized for three yeaIS 
at $400 million annually to operate three programs, which will: (\) invest in Community 
Development Banks (COBs); (2) invest in Community In~eslmenl Corporations (CICs) like 
community development credit unions and microentcrpriSes; and (.3) provide training and 
build capacity. . . I 

The Trust would provide assistance to promote dtelopment of affordable hOllsing, 
small business, job creation, commercial and community facilities, and basic financial services 



through: 

(1) Capital assistance to be used to provide loans, credit enhancement, equity investments, 
and loan loss reserves; I 
(2) Development Services assistance to provide business and financial counseling, 
management assistance and other support to borrowers. and 'program implementation costs t 

(3) Technical AssiSlam:e to build the capaCity of CDBs and laCs. 
Steve Harris would lik.e two things fmm us, One. he wants guidance on how to 

proceed. Should the Banking Committee continue with its hearings and at what pace? 
Second. he wants someone from the administration to meet 'confidentially with Democratic 
Senators so that Reigle can begin pulting together a coalitioh. 

. I 

. . 

, 




Community Development Meeting Agenda ~ 

1. Introductions -- Bob Rubin 
Gene Sperling 
Brude Reed 

II. Objective: 

The NEC would ,like to establish an interagency forum 
that will develop I a comprehensiva community 
development strategy for the Clinton Administration. 
Our objective for this meeting is to 1n1tiate a 
brief discussion abou~ how such an effort should be 
organized and what issues the task force should 
address. Obviouslyl, we will want to address 
community development; banking and enterprise zones. 
We would like this meeting to address to following:

I ' 
1 ) What other issues should be addressed by the 
interagency forum? I 
2) What should be the overarching"strategy of the,
forum and how will individual issues interrelate? 

Ill. Assigning of DiscussLn Papers 



TH E WHliE HOUSE 


WASHINGTON 


February 19, 1993 

MEMORANDUM FOR WORKING GROUP ON ENTERPRISE ZONES AND COMMUNITY 

DEVELOPMENT BANKS 

FROM: 	 Gene Sperling 
Bruoe ' Reed V 

SUBJECT: 	 Policy Discussion Meeting on Fe~. 2S, 1993 

I 
On Thursday, February 25. 1993 at 9:30 a.m. in OEOB (Room to 

be announced}, we will convene a meeting of Assistant Secretaries 
and/or Chief's of Staff to exchange ideas! on policy options 
concerning community development in distressed areas. Additional,
participants are welcome. We will conclude the meeting by 11:30~ 

I
If you would like to have materials (that you forwarded to 

the working group staff distribu~ed to o~her participants in 
advance of the meeting, please notify either Sheryll Cashin or 
Paul Dimond. : I . 

Attached is a memorandum from Paul Weinstein concerning the 
polit~cal calendar for legislation on co~unity financial 
institutions and enterprise zones~ Obviously, we need to move 
expeditiously so that Bob Rubin and Caro+ Rasco can make a 
presentation to the Cabinet Secretaries during the first week of 
u_. 	 . . . I 

Please call either Sheryll Cashin of Paul Dimond to confirm 
who will be coming from your agency so that they can be cleared 
through the security system. Attached is

, 
a revised phone list 

for working group participants and staff~ , 
I

We appreciate your continuing cooperation and input., 

-cc: 	 Carol Rasco 
Bob Rubin; 



Enterprise Zones and community Working ~roup on 
Development Banks 

pepl;. 

AGRIC. 

COMMERCE 

HUD 

LABOR 

OMB 

TREASURY 

DOMESTIC 
POLICY 
COUNCIL 

NEC 

Name 

Ron Blackley 
Jane McNeil 
Mike Alexander 

John Sallet 
Larry Parks 
Brian Mathis 

Andrew Cuomo 
Bruce Katz 
.Jacqu1e Lawing 

KHty Higgins 
Larry Katz 

Alice Rivlin 
Ken Ryder 

Frank Newman 
Dave Lebryck 

Bruce Reed 
paul 'Weinstein 

Gene-Sperling 
Paul' Dimond 
Sheryll Cashin 

. Phone No. 

720-3631 
720-3631 

' 720-9245 

482-4625 
482-5061 

708-2690 
708-2713 
708-0270 

219-8271 
219-6045 

395-4516 

622-2800 
622-0175 

456-6515 
456-7930 

456-2620 
456-7604 
456-6410 

FAX No. 

720-5437 
" " 
" " 

482-3610 
482-2693 

708-3336 

219-7659 

395-6889 

622-0387 
622-0387 

456-7739 

456-2878 
456-2223 

" " 



THE WHITI: HOUSE 


WASHINGTON 


February 19, 1993 

MEMORA"IDUM FOR COMMUNITY INVESTMENT INTERAGENCY TASK 
FORCE 

FROM: Paul Welnsleln 

SUBJECT: PoUllcahalendar for commuDl1y IID8n.lal institution/enterprise zone 
If>gislaUon' . I 

Community Financial Institutions 

After discussion's with the House and Senate Banking Committee staffs. it is clear that 
we need to move quickly jf we want to pass legislation this year. The consensus is that we 
need to send a bill to COngress no I.ter than the beginning of April, although preferably 
earlier. This will allow for hearings on the bill and a markup to take place in late April and, 
assuming the legislation is passed oul of Committee, floor ronsideration before the August , 
recess. Hopefully the bill will go 10 conference in the early fall and we can expect passage 
sometime in October, 

Sending the bill to Congress in late March or early APril also makes sense in light of 
other Presidential initiatives going to the hill Ihis spring, COngress will be preoccupied with 
the budget and tax bills in February and early March, while health care will be lh. dominant 
legislative issue in lare spring. ' I 

On the House side, there are some jurisdictional problems within tbe Banking 
COmmittee, Three subcommittees are interested in the legisl~tion, so tbe sooner wc develop a 
policy framework, the quicker Gonzalez will designate jurisdiction, 

Traditionally th~ Senate Banking COmmittee holds mittiPle bearings but markups can 
occur quickly, with regards to community finaneial instirutiol,s one day should suffi""_ The 
House Banking COmminee tends to spend less time on bearlDgs but their markups can drag 
on, 

Enterprise Zones 

, ' 
Unlike the community financial institutions bill, enter\>rlse zone legislation should not 

be a stand alone bill, The most obvious legislative vehicte for enterprise zone legislation is 



the omnibus revenue bill, ~hich will likely be taken up in Milrch, Thus, passage of enterprise 
ZOne: legis!ation is conditioned on passage of a revenue bilnilat includes the President's new 
tax 'initiatives. 1 

A stumbling block on tbe enterprise rone legislation ~ the issue of multiple 
jurisdiction, On the House side, Ways and Means, Banking, Energy and Commer~, and 
Agriculture, all have jurisdiction. However, since tbe Con~ss came close: 10 passing 
legislation last year, tbey may be more likely to move a bill quickly, especially if it is part of 
a larger revenue package. I 

,, 

Tentative LegI.I.Uv. Target Dates -- Community Flna""lal Instirutloos LegIslation 

March 	22 to April 9 -.; Legislation submitted to Congress, 
April 12 to May 7 -+ Senate Banking Committee holds hearings, 

: and markUp, House Banking Com.jitlee bolds hearings and 
, Subeommittee bas markup, 

May 7 to May 21 -- Legislation is considered on Senate floor, House Banking Committee 
, holds full Committee markUp, I 

May 21 to June 21 -- Legislation is considered on House floor. 
I

Post-August Recess -~ HouseJSena.e conference and final P,lISSOge,

I 
Tentative Legislative Target Date, -- Enterprise Zone Lei!IslatioD 

, 	 , , 

Depends on time frame of omnibus revenue bilt, but we will 'need a proposal in March, 

cc: 	 Paul Dimond 
Sheryll Cashin 

http:LegI.I.Uv


THE WHITE HOUSE: 
i 

WASHINGTON 

February 19) 1993 

:L.~>'---=-..c;:~~"';-
I 

MEMORANDUM FOR COMMUNITY NT6RAGENCY~ FORC;:::;: 

FROM: Gene Sperling 
Bruce Reed 

SUBJECT: Policy Discussion Meeting on Feb. 25, 1993 

On Thursday, February 25, 1993 at 9:30 a.m. in OEOB (Room to 
be announced)# we will convene a meeting of Assistant Secretaries 
and/or Chief's of Staff to exchange lideas on policy options
concerning community development in distressed areas. Additional 
participants are welcome. We will conclude the meeting by 11:30. 

, 

If you would like to have materials that you forwarded to 
the task force staff distributed tolother participants in advance 
of the meeting, please notify either Sheryll Cashin or Paul 
Dimond. 	 I 

Attached is a memorandum from ~aul Weinstein concerning the 
political calendar for legislation on community financial 

!~~~i~1~~~~ya~~ ~~~~r~~~s:u~~~e:~d ~~;~~u:!~~ow~~e:~k!Oamove 
presentation to the Cabinet Secretaries during the first week of 
March. , I 

Please call either Sheryll Cashin or Paul Dimond to confirm 
who will be coming from your agency.! Attached is a revised phone 
list for task force participants and staff. 

IWe appreciate your continuing cooperation and input. 

co: 	Carol Rasco 
Bob Rubin 



THE WHITE HOUSE 
I 

WASH!NGTON 

I 

Febl"1lllry 19, 1993 

I 
MEMORANDUM FOR COMMUNITY INVESTMENT INTERAGENCV TASK 
FORCE 

FROM: Paul Weinstein 

SUBJECT: Political calendar for community IID.nelal Instltutlollfeotuprise woe 
IeglslatloD 

Community Fjnancial Institutions 

After discussions with the House and Senate Banking Committee staffs, jt is clear that 
we need to move quickly if we want to pass leg.isl~tion this year. The consensus is that we 
need to send a bill 10 Con!!)"ess no later than the be!linning of April, although preferably 
earlier. This will allow for hearings On the bill and a markup to take place in late April and, 
assuming the legislation is passed out of Committ~. floor consideration before the August 
recess. Hopefully the bill will go to conference in the early fall and we can expec1 passage 
sometime in October. 

Sending tbe bill to Congress in late March or early April also makes sense in light of 
other Presidential initiatives going to the hill this sWing. Congress will be preoccupied with 
the budget and tax bills in February and early March, while bc:a1th care will be the dominant 
Jegislative issue in late spring. I 

, 

On the House side, tbere are some jurisdictional problems within the Banking 
Committee. Three subcommittees are imc:rcsted in ~e legislation, so the sooner we develop a 
policy ftamework. tbe quicker Gonzalez will designate jurisdiction. 

Traditionally the Senate Banking Conrmineclholds multiple bearings bul markups can 
occur quickly, with "'gsrds to community financial institutions one day should suffice. The 
House Banking Committee tends to spend less time on hearings but tbeir markups can drag 
on. 

Enterprise Zones 

Unlike tbe community financial institutions bill, enlerprise zone legislation should nol 
be a stand alone bilL The mOSt obvious legislative ~thicle for enterprise ZOne legislation is 



the omnibus revenue bill, which will likely be taken up in March. Thus, passage of enterprise 
lOne legislation is conditioned on passage of a ",v~nue bill that includes the President's new 
lax initiatives.. ! 

, 
A stumbling block on the enterprise lOne legislation is the issue of multiple 

jurisdiction. On the House side, Ways and Means, Banking, Energy and Commerce, and 
Agriculture, all have jurisdiction. However, since ~he Congress came close to passing 
legislation last year, tbey may be more likely to move a bill quicldy, especially if it is part of 
a Jarger revenue package. 

Tentatl.e Ugislati •• Target Dates -- Community Finaocial Instltutlons Ugi.lalioD 

I 
March 22 to April 9 -- Legislation submitted to Congress. 

April 12 to May 7 -- Senate Banking Committee holds hearings. 


and markup. House Banking Committee holds hearings and 
Subcommittee has markup. 

May 7 to Mal: 21 -- Legislation is considered ~n Senate floor. House Banking Committee 
holds full Committee markup. 

May 21 to Jun. 21 -- Legislation is considered On House floor.,
Pool-August Recess -- HouS</Senate eonference and final passage. 

TeDtatlve Legislative Tall!et Dates -- Ent.rprls~ Zone UgislalioD 

Depends on time frame of omnibus revenue bill, bUt we will need a proposal in March. 

ce, 	 Paul Dimond 
Sheryll Cashin 



, -

CelAe. , 

~~~~ 
~~+ueo..wr--~~~ ? 

~w.~. \j\l k usuJU ({" ~ 
-s,!>C 




THE WHITe: HOUSE 


WASHINGTON 


COMMUNITY INVESTMENT INTERAGENCY 
ASSIGNMENTS I FOLLOW-UP TO MEETINGI 17, 1993 

Phone and fax numbers for participants and task force staff 
are attached ~ I 

1) W~~.~._~: Agencies and OMS will CO~duct an immediate 
review of proposals for community financial institutions and 
enterprise ~ones and forward a review of proposals to the task 
force staff. The political calendar for action in this arena 
will also be determined. I 

paul Weinstein will coordinate and contact you today_ 
Please provide your input to him by Monday, Feb. 22. The agency 
contacts on this assignment are: 

Agriculture: Mike Alexander 
Commerce: Larry Parks 
HUD: Jacquie Lawing 
Treasury: Dave Lebryk 
OMB: Ken Ryder (Dep. Asst. Dir" Housing. Treasury 

and Finance)

I;.
2) Week 2: Agencies and OMB will conduct an 

evaluation/inventory of the extent to which existing programs 
could be redirected or revitalized. I 

Shery11 Cashin will coordinate and contact you today. 
Please complete,this task by Friday, Feb. 26. The agency 
contacts on this assignment are: 

Agriculture; Jane McNeil 

Commerce: Larry Parks 

HUD: Jacqui Lawing 

Treasury: Dave Lebryk 

OMS: Ken Ryder 


3) Week 2: Agency and OMS partiGipa~ts will meet with Paul 
Dimond individually over the next week toidiscuss development of 
an overall strategy for evaluation of newlinitiatives, including 
community financial institutions and enterprise zones. Please 
hold open Thursday, Feb. 25 at 9:30 a.m. for a group discussion 
of overall strategy. 

, 
i 

We wish to underscore the urgency of lour timeframe. We 
would like to have the group make a presentation to Bob Rubin and 
Carol Rasco on Tuesday, March 2 so that they Can meet with,
cabinet secretaries by the end of that week. Thanks for your 
enthusiasm and ¢ooperation: 



Community 

Degh Name 

AORIC. Ron Blackley 
Jane McNeil 
Mike AleKander 

COMMERCE John Sallet 
Larry Parks 

HUD Andrew Cuomo 
Bruce Katz 
Jacquie Lawing 

OMS Alice Ri.vlin 
Ken Ryder 

TREASURY Frank Kewman 
Dave Lebryck 

DOMESTIC 
POLICY 
COU));CIL Paul Weinstein 

NEC Paul Dimond 
Sheryll Cashin 

Investment Task Force 

Phone No, FAX No. 

720-3631 720-5437 
720-3631 " " 
720-9245 " " 

482-4625 482-3610 
482-5061 482-2693 

708-2690 

708-2713 

708-0270 
 708-3336 

395-4516 395-6889 

622-2800 622-0387 
622-0175 622-0387 

456-7930 456-7739 

456-7604 456-7739 
456-6410 " " 



THE WHITE HOUSE 
I 

WASHINGTON 

I 
February 15, 1993 

MEMORANDUM FOR 	 GENE SPERLING 
BRUCE REED 

FROM, 	 PAUL OIMOND-I>n 
SHllRYLL CASHIN;'CU 

RE: 	 COMMUNI'I'Y INVES'l'MENT AND RllNEWAL 

I 
I. OVerview 

I
We recommend a four-part approach to developing a strategy for 
community investment and renewal: ! 

• immediate review of proposals ifer community development 
banks and enterprise zones and the pq11t1cal calendar (week 1) 

I 
, evaluation by Treasury, Commerce, HUD, Agriculture and OMB 

of the exte'nt to which existing programs could be redirected or 
revitalized (week 2) I 

• development of an overall strategy for evaluation of new 
initiatives, including community development banks and enterprise 
zones (week 2) I 

• development of a process to involve Education, Labor, HHS. 
DOT and Justice (week ~) 

, 
II. Discussion 

I
A. With the assistance of the agencies, we will undertake a 

review of the specific issues of community financial institutions 
and snterp~iae zones. This review w+ll fully inform us on any 
alternative bills in Congress and any pressures for early action. 
At the same time, we will seek cooperation from the Hill in 
delaying consideration of any specific proposal pending the 
development of a more comprehensive strategy. This review will 
be completed in ons week and will include the time constraints 
for legislative and political action! 

~ I 
B. 'l'reasury', HUn, COmmerce. Agriculture and OMS will be 

asked to conduct an inventory of existing investment programs 
that impact urban (and rural) economic and community development. 
The purpose of this inventory is to ask each agency to determine: 

I 
1. how redirecting or revitalizing the programs could 

increase the availability of credit ~nd investment in distressed 
areas; and 



,<6 " 	 .. 

2. the extent to which such r~irection may contribute 
to improvirig the economy. I 
This inventory will begin immedistely and will be completed in 
two weeks. I 

C. We will undertake a series of policy conversations with 
the key pe~sons in these agencies to!develop an overall strategy 
for economic investment and the appropriate mix of redirecting 
existing programs and proposing new initiatives. We will also 
ask OMS to evaluate the extent to which coordinated challenge 
grants f or other portfolio management approaches I should be 
considered., This process will begin immediately and will be 
completed in two weeks. 

Within ten days~ we should have sufficient information to prepare 
talking points for a meeting chaired by Bob Rubin and Carol Rasco 
with the Cabinet Secretaries and thei'r designated staff. This 
meeting will introduce the framework land timing for exploring, 
developing and implementing an overalll policy and specific 
components thereof. I 

D. Finally, the larger social context for any such economic 
investment strategy to renew conununit,ies should be considered-
e.g., education and training, law enforcement and drug 
prevention,' health and welfare reforml

, transportation. Over the 
next ten days we will evaluate how Ed'ucation, HHS, Labor, DOT and 
Justice can be woven into the fabric 'of a larger initiative. 

I
III. Conclusion 

I
Please let us know if this approach and time frame is on the mark 
and what changes or modifications youjwant. We will begin 
contacting ~he key persons in the age~cies immediately to gather 
the information necessary fOr whatever approaches you direct. . 	 I 
Finally, Gene, we would like to work with you on the message that 
should shape {and be shaped by} this approach. 

co: 	 Carol Rasco 
Bob Rubin 
Bo Cutter 
Paul Weinstein 
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I. Int..ooudion 

The past 15 years have seen a remad::ab1e resurgence of citizen activism. Residents of America's 

urban neighborhoods have ignited what Harry Boyte called a ~backyard revolution" of community 

activism. I Most American cities, and many inner~ring sUburbJ, have at least some level of grassroots 

neighborhood participation. Today. there are tens of thOUSands!Of neighborhood organizations involved 
i, , 

in a wide range of community improvement effortS. Some organiZations combine community mobilization 
I 

with the delivery of services (child care. job training. housing counseling) andlor with community 
, ' 

development (such as affordable housing and small business crJiOn), but the rOOt of the new community 

". .. I'a] and' .1 blempowerment movement IS grassroots orgamzmg to so ve SOCI pro ems tmprove eoononuc 

conditions in distressed urban neighborhoods. 

The range of lsSUes and concerns is quite remarkable.' i~cluding public safety I crime and drugs; 
, 

tenants' rights~ abandoned housing:, and bousing discrimination; environmental and public health issues 

such as the dumping of toxic wastes, smoking, lead paint, ~d pollution; community reinvestment, 
. I 

redlining, and related maners~ economic development. job training, and plant cI~sings~ youth, education~ 

and recreation; and the delivery"of municipal services. Some conktunity orgaruzatiOns focus on one issue, 

! 
while others tackle a variety of issues under one organizational ~mbrella. Some groups focus entirely on 

problems on their block or in their neighborhood. Some grJups branch o~t to tackle issues across 

neighborhoods, either by expanding their own "turl." or bJ forging alliances/coalitions with their 
I 

counterparts in other neighborhoods, These community organizations vary widely in size, scope. and 

oo~~. I 
The experiences and activities of the nation's community-based empowerment organizations 

lHarry Boyte, The Backyard Revolution: Understanding the New C"juo Muvement. Philadelphia: 
Temple University Press~ 1980; Harry Boyte, Commonwealth: 'A Return to Citizen Politics. New York: 
Free Press, 1989; and Jeffrey Berry, Kent Ponney, and Ken Thomson, Ille Rebillll of Urban 
DemQCOl'~. Wash., D.C,: Brookings Institution, 1993. 

I 
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provide ample evidence that the American self~beJp tradition is alive and well. But while millions of 

Americans are engaged in some aspect of community organizing! the general public is not weU~informed 
abou, this phenomenon. The mainstream mOOi. typically ,eport:the actlvi,ies of these groups only when 

they disrupt "business as usual." Few newspapers or TV stations have a "neighborhood beat" that 

routinely covers the efforts of community-based organizations.' 

While funders and some scholars have examined specific organizations. there has been relatively 

little analysis of their experiences or of the ingredients and faairs that account for success. Still, there 

is • ,.fficie'" hody of koowlOOge abou, this growing sector of American urban life'" provide. brief 

overview of recent trends and an evaluation of the factors that contribute to success or failure.) 

I
II. The Federal Go.ernm .... ' Role in Community Empowerment 

It is particularly heartening that the CHnton Administratio1n has embraced the notion of community 

:!Peter Dreier, "Housing: The Invisible Crisis~" Washington Journalism Reyiew, May 1991; Peter 
Dreier, -Memo to the Media" and "A HOUSing Checklist for the Media," SheJterfor«. 
SepteroherlOctober 199,3. . I . 

"There are no systematic studies of the wide range of activities of community orga.nizing groups, 
including the various training centers and organizing netWorks} A few publications - including ~ 
~, City IJmits, rwabborboo!l WlJrks. ShelterfQr&e, andl Third. Eor&. - rngolarly report their 
activities. Afew books focus on various aspects of community organizing. These include: Roben Slayton, 
The Back of the Yards; Chjc/Jgp: University of Chicago Press, 11986; Mary Beth Rogers, Cold AnKer; 
A StQO' of Faith and Power in PQlitilrs. Denton, Texas: University of North Texas Press, 1990; John 
Glen, HiKblander: Np OrdiDaO' S~bool, Lexington: University of Kentucky Press, 1988; Harry BoYle, 
Heather Booth aod Steve Max, Citizen Action and the New American PslR~liim. Philadelphia: Temple 
University Press, 1986; Robert Fisher, Let the People Decide: INeighborhood Organizing in America. 
Bo,"'n: Twayne Puhlishers, 1984; Sanford Horwitt, Let Them 'Call Me Rebel: Saul AlinskX-His Life 
and Lcucx. New York: Knopf. 1989; Donald C. Reitz.. and Dietrich C, Reittes. The Alinsk.x J.e.w;y; 
Alive and Kicl<in~, Greenwich, Conn.: lAI Press, 1987; Gary ~elgado. Orsanizjn. the Movement: The 
RooJ:; and Growth of ACOI!.N. Philadelphia: Temple University Press. 1986; Eliot Wiggin"' •• 00" 
Refuse to Stand Silently By: An Oral History Of Grassroots SOcial Actiyism in AmeriC1J, New York: 
Double.lay, 1992; Stephen Fisher, 00.• fillhting Bacl> in ADD"lacbia, Philadelphia: Temple University 
Press, 1993; William Greider, WIID wm Tell the People? New Yorlc: Simon aod Schuster. 1992; and 
Robert Bullard, ed .• Confronting Enyironmental Racism; YQjces Ifrom the Grassroots, Boston: South End 
Press. 1993. A description and analysis of tenant organizing is found in Peter Dreier, "The Tenants 
Movement in the United States, ~ IntematiQuallQurnal of Urban1and Regional Research~ Vol. 8t No.2. 
1984 (reprin'OO in Rachel Bratt, Chester Hartman and Ann Mey....on, 00'.• Critical Persnectjm on 
HQu'in~. Philadelphia: Temple University Pres" 1986. 
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empowerment as a component of its policy agenda to revitalize and strengthen America's urban 

communities. This makes sense from both a moral and an adminiltrative perspective. Democracy means 

I 
self-government, which rests on two foundations - citizen participation and reciprocal responsibility. 

Community empowerment reflects long-standing American vaJuL: Strengthening families in the context 

of healthy neighborhoods, Self-help and voluntarism, B~anCin! rights and responsibilities, 

Moreover. for government community development prlgrams to succeed, social institutions in 

I
America's neighborhoods must be strengthened, Neither the public sector nor the private sector. on their 

own. can address the problems of America's urban ar~. Commhnity organizations must playa key tole. 

lIn recent years, Amer~can business has come to recognize the benefits of restructUring enterprises to 

increase the voice of workers, middle-level manag~. and even! consumers in decision-making. As the 

iQinton Administration' moves ~ "reinvent" government. it can apply these same lessons. Rather than 

I 
view neighborhood residentS as ~assiye "consumers" or "clientsi of government services, howeve~~ if is 

more appropriate - as well as more efficient and effective - to view them as citizens and partners. They 

can help shape? promote. and even deliver services. For AmeriL~s urban neighborhoods fo be healthy. 

residents must gain a stronger voice in shap~ the physical. Lnomic and sociai conditions in their 

tommunities. 

Government support for community· organizing involves a healthy and creative tension. 
, 

Government~s 1llStituti:naJ culture encourages lawmakers and jbUreaucrats to view poUcymaking and 

program implementation as their prerogatives. The Clinton Administration has recognized. however. that 
, I 

policies and programs are a two~way street. Citizen participihion can sometimes be messy or even 
, , 

oonflictual, but the res~lt is typically better pu~liC policy. ~t Icost--effectiV~ programs, and a healthier 

democracy. 

Government can play an important role in encouraging grassroots self-help efforts in several ways 

such as making regulations and processes accessible to commu!ity groups (such as public hearings and 

3 




public information), and funding the direct operatio~. the training. and the ancillary activities of 

«lmrnunity groups. ' I' 
1 would urge the Clinton Administration to make conJounity empowerment efforts an eligible 

activity in its new National Service program, rather than focus !exC!USiVeIY or even primarily on human 
, 

service--oriemed efforts. This initiative is in many ways a centerpiece of the Administration's effort to 

rekindle the spirit of public service, Grassroots em~wermlnt, which emphasizes citizenship, not 

ciientship, best embodies this spirit_ 

The Clinton Administration's commitment to community empowerment is a breath of fresh air. 

I will make some sp~ifie policy and program recommendatiois which I believe will help the Clinton 

Administration carry out this commitment. But beyond specific ~HCY ideas. President Clinton, Secretary 

Cisneros, and other top ~ffiCials ofthe government can -helP· crlte a positive climate for grassroots self~ 
belp efforts simply by using their "bully pulpit" torerognize ld draw public (and media) attention to 

grassroots. organizing. They can help inspire a new generatioA of community activists and en~e 
. .' I 


neighborhood residents to gain self-esteem and self-confidence by organizing their neighbors to improve 

their communities. 

In the Depression, after the Wagner Act was passed. grassroots union leaders were able to inspire
I 

working men and women with the message that ~President RooseveJt wants you to join the e10. ~ 
I . 

Eleanor Roo'sevelt, Labor Secretary Francis Ped::irur. and other New Deal leaders spent much time visiting 

mines. factories. f~ and other places where Americans werl organizing to improve their living and. 

working conditions. And even though most newspapers ~ Jewsreels were not fond of unions. their 

very presence at these symbolic visits belped communicate the lessage that organizing was good for the 

country. I 
President Clinton and Secretary Cisneros have ~readJ played a similar role in their visits to 

. I 

America's inner cities. But I think they can do even more along ~ese lines. The President's recent speech 

4 




in Memphis. and a similar speech in Los Angeles a few dayS! later. were dramatic statements of his 

personal commitment to address the problems of the inner city. Had I had the President's ear~ however, 

I also would bave encouraged him to visit Wi~ some of the coJunity organizing Jeaders in those eities ~ 
. I 

- sum as the Concerned Citizens of Soulb Central, Mothers oN,ast LA, or the United Neighborhoods 
. . 	 I 

Organization (UNO).·' I would have encouraged him to visit a housing development or business , 
. 

sponsored by a neighoorhood~hased oon-profit organization. I would urge the Administration to Start a 

"neighborhood heroes- _wards program aed honor Ibose lead..l	, aed organizations who are working on 
i 

the front lines to empower low~jncome people in their oommunities. 

The Clinton Administration can build On W1 eXistin~ track record of federal funding for 

community organizing from the Great Society anti-poverty pJgrams through today. Over Ibe y....., 

HUD bas sponsored .:wide variety of community self-help ~ mobilization effons, from the Model 
i 

Cities program, to the Tenant Management demonstration program, to the re(.t1)t Neighborhood 

I 
Development Demonstration -Program (now called the Heinz Neighborhood Development Program), to 

community~based fair housing monitoring .and homeownership JunseJing. to support for tenants. in public 

housing and HUD-assisted housing to mobilize to fight crime, improve management, give tenants a 
. I 

stronger voice in management, and help tenant associations purchase their homes or negotiate with privat~ 

owners and non~profil organizations to assume ownership, 

In the 1970s, the Department of Justice, through LEAA, sponsored a successful Community Anti

Crime Program that helped community organ~tio1lS expand arlon prevention, crime watch, and related 

public safety effurts. In those same y....., VISTA funded bUnd~S of successful community organization 
J 

effortS on a wide range of issues and concerns. Many oftheselVJSTA- and LEAA~funded groups have 

weathered the traumatic ReaganlBush years and remain rooted in their neighborhoods, working on issues 

-----,.- . 	 I 
·UNO~ along with,its sister organization, COPS in San Antonio - both pan of the Industrial Areas 

Foundation network. based in church organizations - is discussed in some detail in Peter Skerry. 
MexikW Americans: The Ambivalent Minority, New York: Ftee Press, 1993, 

5 



ofoorrununity improvement. The EPA's Technical Assistance Grants (TAG) program provides grassroots 

environmental groups with funds to belp them identify ,ocl health and safety halards in their 

communities. investigate the impact of toxic sites. and monitor ~IIUtiOn control efforts, in part by biring 
I 

expert.c; to work for them. Although the Reagan administration eliminated LEAA and. with it. the 

Community Anti-Crime Program, the DOl now bas a ,imill (but m~cb smaller) program, funded 

through National Tralnins and InOOrmation Center(NTIC),.to Jrovide technical assistance to dozen.s of 
i 

oorrununity organizations working on neighborhood drug. crime, and gang problems. 

Ill. Su.....ful Community Organizing Requires Leadersbi~ Training and Capacity lluilding 

There is no easy formula to explain when and how residents of a neighoorhood - particularly a 

!ow~income neighborb~ - will join together to address a comLn problem~ or wbether they will enjoy
I 

SUl!Ce$S in their efforts, It cannot be explained simply by looking at macro--economic forces, since 

community organizing has emerged in good times and bad tim+ when things were improving and when 

things were gening wors.. It cannot be explained entirely ;by looking only at neighborbood-level 
i 

conditions either. Two neighborhoods with similar social and konomic conditions - the same levels of 

poverty, facial composition. cllurch membership. crime rates, and housing conditions - may manifest 

two very djfferent levels of -community mobilization. 

Any careful and honest ~aminatioD of community mobilization must recognize that there are 

many "false starts" on tbe road to community empowennent In fact. because we rardy hear about these 

false starts that went nowbere, we fail to note that many gra."iSl~ initiatives: never get muth beyond the 

fll'St living room gripe session, the first cburch basement get tog1ether. the first phone call thaffell OD deaf 

ears. or the first leaflet that landed (without any response) in JeighborhOOd mailboxes. 
I 

But "success": is not simply about winning victories !aroUnd specific issues, It is also about 

changing attitudes. It is about overcoming hopelessness and tne sense of futility that infeets America's 
; 

i 

inner cities - what some have called the "quiet riots" of drug:..oo aJoohol abuse, violence, and suicide. 
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It is about giving young people a vision of a different, and better. future. It is about giving people more 

self-confidence and self-esteem. It is, in oth~r words, about winning hearts and minds as much as 

winning better police protection, a new stop Jight on the COrnet. or a new bank: branch in the 
. I 

neighborhood. It is these changes in attirodes that give people; and neighborhoods, the inner strength 
, 

to organize around issues and to develop a vision that lhings can be different than they are. Religious 

institutions often play a key role in community organizing, il part because they provide the moral 

solidarity that adds an important dimension ~o self-help efforts thlt transcend narrow ronceptions of "self

interest. "3 

The process of developing strong leaders and strong community organizations is not simply a 

matter of expanding the self<onfidence and skills of certain Individuals. It is about buUding solid 

organizations 10 change economic ronditions. to strengthen families and communities. to improve the 

socia! fabric not only ~f urban neighborhoods. This will havJ important ripple effects for the entire 

society because, as sec:retary Cisneros has observed, their d~i~jes are "interwoven. '"6 . 
Many local C(}~unity organizations are extremely frakne entities. Staff members and leaders 

may have enormous commitment and energy. but these Jibutes alone do not make for strong 

organizations. Leaders and staff must be skilled in ~uilding Orgliutions. Too many community groups 
, 

. ' i 
rely on a small number of leaders and. in most cases, a few s~ff people. When these people leave or 

,, 

-burn out, '" the organization often collapses, because there has been no plan for developing and recruiting 

lQregory F. Piere~ Actiyism that Makes Sense; ConareptiQos and Community Qrgaoill1ion, 
Chicago: ACTA Publications, 1984; Boben McAfee Brown and Sydney Thomson Brown, eds., AJ;:a 
for Justice: The Churches and Syna:o~es SJ>eak. New York; Paulist Press, 1989. Samuel Freedman's 
Uoon Thjs Rock; Miracles of. Black ChuM (New York; HarPerCom"", 1993) describes the activities 
ofRev. Johnny Youngblood in mobilizing his Brooklyn, New York congregation and other congregations 
around neighborhood improvement. Youngblood's group, East Brooklyn Churches, js part of the 
Industrial Areas Foundation, which has pioneered the involvement of parishes and congregations in 
community organizing. See the works by Boyte, Rogers and Greider cited in previous footnOteS. 

I 
6Henry Cisneros, 00., ImefWQven Destinies; Citjes and the Nation, New York: W.W. NortOn, 1993. 
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new leadership and staff. In some .situations, charismatic or dominant leaders resist recruiting new 

leaders and members because they are threatened by potential competitors or because they don't reoognize 

bow spreading Qut the tasks and giving more people a stake il the otgan~ion strengthens a group's 
I 

effectiveness. Many groups have very small budgets and often limp along from yeM to year (sometimes 

from month to IIlQnth) without a plan for sustained fundr~iSjngJ
i 

Success also depends on the ability of poor people's movements and community groups to 

mobilize resources and generate external support for their activities from different sectors of the public 
I , 

(the "conscience constituency"'). from government officWs~ fro~ the media, and from fundetS~ including 
I 

religio.us institutions. philanthropic organizations, the private seber, and government.7 

, I 
SUccessful mmmunity empowerment requiTf5 B number o( (actors. Among the- key (actors 

. . I 
, 

are (a) sl_g skilled indigenous leadership, (b) • sIBbie orpnizatlon in terms or membOrsblp and 

funding, (el a dear sense of mission, whim includes having a Ioog~term stake in the community and 

(d) an overall sirategy thai allows 1110 build on its victories as well as its de/eats. 

These attributes do. not emerge overnight. They are the result of a pr()(:ess of leadership 

development, organizational capaclty~building. and education ~ consciousness-raising, Successful 

community empowerment efforts depend a great deal on indigenous leadership development and 

organizational capacity-building - the important "bow to" matt~s - everything from chairing meetings, 

to dealing with the media. to negotiating with government Jd business institutions. to dealing with 

fundraising and budgets. and so on. Some of this occurs ~na~ralJy" among people who develop the 

I 
skills. stamina, and will power to succeed as community activists, organiution-builders. and problem

---.'----'- I 
'An early Statement of what is now called the "resource mobilization- perspective is Michael Lipsky, 

Protest in City Politics. Chicago: Rand McNally, 1970. A mor~ recent version is WiUiam Gamson. ~ 
StrateI}' ofSQcial ~I, Belmont, cal.: Wadsworth Publishing, second edition, 1990. Academic debate 
on the relative importance of indigenous and external resources in successful grassroots activism is found 
in Aldan D. Morris and CMol Mueller, eds.• frontiers in Socjl1 MQyement..Theory. New Haven: Yale 
University Pre3,s. 1992; and in Carl Milofsky, ed. kommYllitY Organizations; Studies in Resource 
Mobilization and Exchange, New York: Oxford UniverSity PreSs, (988. 
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solvets. But the popul~ notion that most leaders and movements somehow just emerge spontaneously is 

quite misleading - the 'stuff of folklore. 

Most Americans believe, for example, that the Montgo~ Bus Boycott and the subsequent ~ivil 

rigbts movement was triggered spontaneously by ~a Parks' s1den refusal to move to the back: of the 
. I 

bus. In fact, as historians and social scientists know, Mrs. Parks and her husband were long-time civil 

rights activists. involved with the NAACP and other OrganizatioL. She bad attended the Highlander Folk 

Sdlool. a n-aining center for oitizenship education. and ~as Jart of a network: of African-American 

community leaders (inctuding E.D. Nixon of the BrotherhoodlOf Sleeping Car Porters) who had the 
, i 

capacity to mobilize resources quickly and efficiently. Including meeting sites (particularly churches), 
I 

mimeograph machines and telephone lists, fundraising. organ~ing a complex alternative transportation 

sy,tem, and identify p~le 10 playa variety of leadership rOIl, including Dr. King, but also a large 

number of less--heralded individuals. 

This example simply iUustfates the important point that successful community mobiliution need 
I . 

not reinvent the wheel. but can draw on recent experiences in l~.ership -development and organization 
, 

building that has been sOmewhat codified through a variety of tr~ining centers. organizational n.etworks. 
! , 

and other vehicles. Strong grassroots community leaders. as: well as strong grassroots community 

organizations, are born and made. 

IV, Ilmits and Polentialor Neighborhood Organizing 

Every observer ·of urban neighborhood problems recognizes that the sources of urban decay 

Primarily reside outside neighbnrhood boundaries. The Sy~toms of urban' deoay - poverty, 

unemployment, homelessness. violent crime. racial segregation. high infant mortality rates - have their 

roots in large-.scale economic forces and federal government policy. These include economic 
. I 

restruCtUring toward a low-wage service economy, corporate disinvestment (encouraged by federal tax 

laws), "'bidding wars" between cities and states to attract busin1ess that undenn'ines. local fiscal health. 
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re<llining by banks and insurance companies, federal housing. transportation, tax, and defense spending 

poJicies that have subsidized the exodus of people and bUSinLes to suburbs (exacerbating city fiscal 

traumas), and federal cutbacks of various fiscal assistan~e. housing, social service, economic 

development, and other programs, These large-scale forces can lndermine the economic and social fabric 

of urban neighborhoods. J 

In the face of these realities, neighborhood empowerment organizations face enonnous obstacles 

in repairing the social ~ economic fabric of their communitiJ. What influence can neighborhood self~ 
I 

help organizing have on policies made in State capitols and in Wasbington and decisions made in 

corporate board rooms? Some would argue that neighbOm1 crime watclles~ tenant organizations. 
I 

community reinvest:meru. coalitions, and similar groups can only have marginal impact in light of these 

major trends and forces, 

Allhougb there is some truth to this noti~n. it is illtimately misguided. Community..iJased 
. I 


organizations cannot, on their own, solve the major p~bJems in their neighborhoods, But they provide 

the essential building blocks for doing SQ, 

This is a very Important point. Most neighborhood and community organizations that opetate 

on their own have only limited success. They can win some iViOIO,ies. but they often have difficulty 

sustaining their accomplishments, In part this is due to the organization's incapacity to develop strategies

I 
for strengthening their base and moving on new issues, But it is also due to the fact that the resources 

I 
or authority to address a neigbborhood's problems are not available at the neighborhood level~ or even 

'Peter Dreier. ,.America's Urban Crisis: Symptoms, Causes, Solutions." North Carolina Law Review. 
Vo1. 71, No.5. June 1993; Douglas S Massey and Nancy M. Denton, American Aparthej~; Segre&DljQo 
and the Mailing of the Unden;lw, Cambridge:.Harvard University Press. 1993; William]. WUson.llil: 
lOlly Disadvantaged. Chicago: University of Chicago Pres,. 1987; William W. Goldsmith and Edward 
), Blakely. Seuarate Societies: Poyer!)' and fuegu,lilY in U.S.lCities. Philadelphia: Temple University 
Press, 1992; James Johnson, Cloyzelle Jones, Walter Farrell! and Melvin Oliver. "The Los Angeles 
Rebellion: A Retrospective View," Economic Dev£lopment QUaaerb:. Vol. 6~ No.4, November 1992; 
Robert Fishman, • Am~rica's New City: Megalopolis Unbound,· }Vilson Quanerly. Winter 1990. 
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at the city level. 

Community organizations have won many neighborhood-level victories. \) So~e organizing 

networks bave built statewide coalition to address' statewlevel i~Ues and change laws, regulations, and 
I 

priorities. But the hard truth is that despite the tens of thousands of grassroots community organizations 

that have emerged in America's urban neighborhoods, the wholl of the community organizing movement 

is smaller than the sum of its pans:. For every gr~U~ that suL. there'are many that do not. With 

some important exceptions - which rn discuss short1y - manJ community groups that do succ~' and . . I 

win these important local victories are not always capable of building on their success and moving on to 

I 
other issues and larger problems. For the most part. despite its local success and its growth, community

. I • 
based organizing has been unable to affect the national agenda - and, in most cases, even the.state 

agenda. As a result, ~nditions'of life in these neighborhoods!are only marginally better than before. 

V. lAssons from the Community Development Sector 

This scenario may sound familiar to those who have closely watched the community-based 

9Community organizations engage in a wide variety of -activities. Here's a sample: Getting city 
officials to shut down a crack house; get a housing auiliority tP improve security or set up a day care 
center; getting a bank to increase its mortgage loans or add a neighborhood branch; push the city housing 
inspection department to beef up code enforcement ill slum Ibuilding; pressure cigarette or alcohol 
companies to remove billboards that market their products to young people; persuade city government 
to increase police patrols in the neighborhoods; push the school board to utilize scllool facUities for day 
care or after school youth programs (such as "midnight bask:etb~t ..); stop a toxics-emitting facility from 
being sited in the community; work with government agencies t9 clean up a toxic site or abate lead paint 
from old apanment buildings; educate and inform neighborhood residents about the Earned Income Tax 
Credit and child immunization programs; organize -take back 'the streets" campaigns; work with loca.I 
police. to identify drug dealers and monitor the courts to make sure that repeat offenders to stiff sentences; 
work with local lenders to sponsor "bank fairs," and provide homeownership counseling, to help residents 
become homeowners: set up an arson prevention program to ide~fy and monitor ~ arson prone'" buildings 
and owners; work: with community based development organizat~ns to encourage lenders and government 
agencies to target more housing and economic development funds to their neighborhoods; publish a 
neighborhood newsletter and produce a weekly neighborhood show on local cabJe TV; organ~e residents 
of "eJtpiring use- Section 8 developments to fonn a tenant cooperative; stop unscrupulous realtors from 
block-busdng or unscrupulous private mortgage companies from "scamming"- unknowing homeowners 
with usurious interest rates and shoddy construction on home repairs; and organize residents to escort 
senior citizens to and ~om dQCtOrs appointments and shopping) , 
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development 'ector during the past 15 YeM' or so. Many of the early CDC. from the late 1960. and 1970, 
I 

- with rootS in well~irueruioned community organizations, chur~es. and social service agencies - tripped 
, 

over their own inexperience. With some funding from foundations and Washington. this generation of 
I 

CDC. struggled to undertake physiClll redevelopment projects, But many of these early CDC, ladoed the 

financial, development' and management to e~ciently and oomplently CO~ltUCt and manage low~income 
rental housing. Altho~gh a few of these early groups managed! survive, grow and prosper. quite a few 

feU on hard times and~ ultimately. went out of business. Some of their housing projects were 

mismanaged; some fell into foreclosure. 

In the early 19805, as WashingtOn began sharply cUlling assist.ance for low-income housing, few 

observers would have predicted that the decade would witness something of a renaissance for the nOIr 

profit community development sector. As the decade began, only a handful of organizations had the 

capacity to do more than fix up ••mall building pt two. Onl~ a few organizatiOns had the capacity to 

undertake complex Pr<?jectS that required multiple sources of ~runng. Even fewer .had the capacity to 

manage rental housing occupied by poputations with many soci'aJ and economic problems. Although the 

nation's community--ba:sed development ~r is stin relatively Jmall. and its track record is uneven from 

region to region, all obs<rvers acknowledge that it has ronde l'ignificant headway in the past decade, 

against overwhelming odds. including an unsympathetic fedeial administration. patchwork financing, 

high"'fisk development projects, and undercapitalization. They Lincreasingly moving from the margins . 

to the mainstream of the nation's community revitalization effJrts,lO 

IDAvid Vida1+ 2.ebuildjne Communities: A National Study Qf Urban Community DeYelopment 
Comotations. New York: New School fur Social Research. ~mrnunilY Development Research Center, 
1989; Neil Mayer, "The Role of NonprofilS in Renewed Federal Housing Efforts." in Denise DiPasquale 
and Langley Keyes, OOs,. Building Foundations: HQu~ing and :Federal Policy. Philadelphia: University 
of Pennsylvania Press, 1990; Peter Dreier and J. David HulchaItski. "The Role of Nonprofit Housing in 
canada and the United States: Some Comparisons." Housing PoIicy Debate, VoL 4. No.1, 1993; 
Christopher Walker. "Nonprofit Housing Development: Statusl Trends. and Prospects," forthcoming in 
HQu'in~ Pgljey Debate, Vol. 4, No.3, 1993. 
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• 
The Clinton Administration, and particularly SecretarY. Cisneros, have recognized the potential 

of the community development sector and have pledged to JCOUrage it through strengthening eRA, 
. I . , 

creating a community development bank program, and jmpro~ing the HOME program. including the 

Community Housing Pannership initiative within it. 

This is not the place to recount the story of America's ICDC sector, except to note that some of 
, , 

the lessons learned from that elt.perience can be helpful in understanding how the Clinton Administration 

might encourage and support successful community self-help eLpowerment efforts • . . 
, 

The key ingredient in the numeriCal growth and improved capacity of the community development 

sector has been the creation and expansion of national, regional, and IocaJ nonprofit intermediary 

institutions over the ~ast decade. These include Organi:latiO~ sum as the Local Initiatives Support , , 
Corporation (LISC), the Enterprise Foundation, the Neigbborhood Reinvestment Corporation, Telesis 

I 
Corporation, Development Training Institute, Community Builders. Community Economics. Institute for 

I 
Community Economics. the McAuJey Institute, and others. They provide technical assistance to belp 

, 

existing organizations improve their skills and to help new org~izati,o.ns Jearn the basics of community 

development They help channel private, philanthropic and government funding (including federal 

HOME/Community Housing Partnersbip moneys and Low Income Housing Tax Credits) to community
. I 


based development groups to help them undertake projects that win succeed,
. I 

Thanks in part to the worle of these intermediary instirutions, community-based development 
. , 

organizations have become increasingly sophisticated in terms of finance, construction, management. and 

ather key functions. This has been ac<:omplisbed not .imply hJ targeting technical assistlnCe and funds. , , 
to individual groups, but in allowing groups to learn from each other, build on each others successes, and 

'. I 
form partnerships and coalitions, The MetropoHtan Boston Housing Pannership. the Chicago Rehab 

Network. the Neigh~rhood Development Collaborative in Js Angeles and other e1tywide umbrella , 
organizations - many of them pubJic-private-wmmunity partnetships - have exponentially expanded the 
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capacity of CDCs in their cities, These collaborative partnership efforts have, in turn, provided the 

community development groups with the resources to become key players in their neighborhoods. not 
I . 

only in the areas of housing and economic development, but"also as sponsors of, or facilitators of, 

improved human services, public safety, and other componenJ of vibrant. healthy neighborhoods. 

Although in some parts of the country the commu:nity~ased development sector is still barely 

visible, in many areas it has become a higbly visible and important part of community rebuilding efforts. 

As they grow in development sophistication, their success JiggerS others successes in a somewhat 
.I 

cumulative process. Communities have more hope when they ~ee buildings repaired and new businesses 

opening up. Other neighborhoods recognize that they. too. J do the same thing. Neighborhoods.that 

once objected to' "subsidized bousing projects" in the past Jmore likely to welcome developments 

sponsored by community-based groups that can demonstrate &uls in design. construction. management', 

and local hiring. 

VI. Organizing Networks and Training Centers 

What does this have to do with community organizing land empowerment effons? Many of the 
I 

same ingredients involved in the past decade's growth of community--based development can be seen in 

the community organizing sector a.'I! well. 
, 

During the past decade. the field of community organizing bas become more institutionalized and, 

to some extent, professionalized. In the early days of oommunity organizing, skills and experience were 

passed on informally. through a kind of 'oral tradition.' JOUgh his books and through his training 

center. the Industrial 
. 

Ar... Foundation. Saul Alinsky sought l
I 

codify the knowledge and lessons from 

his and others' experiences. The Highlander Center played a similar role fot activist! and organizations 

.in the civil rights movements. 

Today, there 'are Ii number of training centers that bave successful track: records of teaching 

community organizations the skins needed to develop indig~nOUS leaders, build strong community 
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organizations. and win victories that improve s()C.ial and ~nomic conditions in their neighborhoods. 
L 

Many local groups, and thousands of leaders and staff people, have participated in these training . I 
programs in the past decade alone. In addition to the Industrial Areas Foundation (lAP) and the . , 

i 

Highlander Research and Education Center, these training centers inelude the Midwest Academy, Center 

for Third World Or~anizing. National Training and lnfonnLon Center (NTIC)~ Institute for So'cial 
i 
, 

Justice, National Housing Institute, Gamaliel Foundation, the Organizing and Leadership Training Center 

I . 
in Boston. Otganize Training Center. Pacific Institute for Community Organizations (PICO) ill Oakland,, . 

Regional Council 0; Neighborhood Organizations· in PIlil~.IPhi" Unit«l Connecticut Action fur 
I 

Neighborhoods (UCAN), Center for Community Change (GCC) and several others. Many of these 

training centers provide technical assistance to ~oups across l country, while some focus on particular 
I I 

regions. These trai~g centers have developed wen-honed ttbniques. booksu, manuals, videos, and 

other materials to train grassroots Jeaders and create vibrant community organizations. ,. ' 

Some of thes~ training centers are afftliated with so~e of the national community organizing 
. I 
j ! , 

networks that have emerged in the past decade or SQ, These networks include ACORN, the Industrial 
., . I 

Areas Foundation n~ork:. National Peopie~s Action, and Citizen Action as well as somewhat looser 
• I 

aff'iliations through the National Toxies Campaign, the National Low-Income Housing Coalition, and the 

Citizens ClearinghOU~ On Hazardous Waste. These netwodr.s Jave bad considerable success not only'in
I

I . 
forging strong neighborhood organizations, but also in linking neighborhood organizations together to 

I 
address broader SOciaIland economic issues that transcend neighborhood boundaries,lZ 

I 
,, 

"For example: Kim Bobo, lackie Kendall and Steve Max, QIuO(?;iO& for Soc;al Cbi\ll&e: A Manual 
fur Activists in !he 1990., Wash., D,C.: Seven Locks Press, 1991; Gary Cohen and John Q'Connor, 
«Is., EidltiOg Ill,;ei, Wash., D.C.: Island Press, 1993; 51 K$l, Qrnnizing; A Q~ide for Grassrooti 
Leaders, Silver Spring,'Md,: NASW Press, 1991; Lee Staples, I!Qoti IQl'J!wer: A Maouill fOC !l11lSSfOO!S 
Oreanizjn~. New York: Praeger. 1984; Maritza Pick. How to save Your Nele;hborhood. City, or Town; 
lb. Sima Cub !lui~.\Q CQllIlDlInill Q(l,lllJjzjng, San FrancisCo.: Sierra Club Books, 1993. 

nSee footnote 3 fur sources of informatioll'about these netwOrks and training centers. 
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Like their counterparts among intermediaries and training programs in the community 

development sector. these networks and training centers bave the capacity to significantly expand the 

effectiveness and scope of the nation', grassrooL' community! organizations. They have the staff, the 
• 

experience. the track record. the staying power, and the vision to help community groups address the , , 

major obstacles to broader success: leadership development, organizational capacity-building. and 

alliances and external sUpp<Jrt. 

Compared with' their community development counterparts. however, these community 

organization networks and training centers are shoe-string opeJations. They are an incredible untapped 
I 

resource. They. and the groups that could take advantage of their expenise, lack the funds to move much 
I 

beyond the current level of activity. These networks and train~ng tentefS can play an important role in 

promoting successful community emp<Jwerrnent at the neighbor-r level as well as belping neigbborhood 

groups form alliances with their counterparts in other neighborhoods, cities, and regions. 

vn. Three Contrasting Case Studies 

To illustrate these observations. I wilt' briefly compare trends in community organizi~g in three 

areas: community reinvestment. public housing. and HUD-ass~ted housing.I) . 

t. CommunitY Reinyestment I 
Perhaps the most successful oommunity-based organiziJg that has taken place in the past decade 

I 
bas been around the issue of redlining and community reinvestment. It is worth looking closely at this 

movement in' order to understand the ingredients for its succesJ14 
I 
i 

Ufhese and other examples of organizing on housing ahd community development issues are 
discussed in greater detail in Peter Dreier, The AmeriCan DcOOi GrassrootS Strategies for Affordable 
HgusiOit fonhooming 1994; some of the same material is rePorted in Peter Dreier and John AtJas~ 
"Grassroots Strategies for the Housing Crisis: A National Agenda for the 1990s." Socia) POlky. Vol. 19, 
No.3, Winter 1989. . I 

I"For case studies of community organizing around redJining issues, see Gregory Squires t ed.• fwm 
Redlining to Reinyestment: Community Responses to Urban Disinvestment. Philadelphia: Temple 
University Press. 1992; and Peter Dreier. "RedHning Cities: How Banks CoIor Community 
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In the mid~1970s, a small group of community activists in cities across the country recognized 

that the invisible hand of market forces had a red pen in it. In Baltimore, Boston, Chicago. Cleveland. 

New York, and other cities. neighborhood residents and s~t business owners began to recognize a 
, 

, " 

pattern in banl!: lending decisions. Banks were refusing to make borne and business Joans to certain 

neighborhoods~ creating a self~fulfiUing prophecy of neglect ~ 
I '

deterioration. 

Local activists concluded that their neighborhoods were experiencing systematic disinvestment. , 
! 

not isolated Jending decisions by misguided loan officers, These activists undertook: locai efforts to 

convince banks to revise their perceptions and tending pra~ces. Some were simply educational 
i 

campaigns to change bow bankers - often suburban residents ·with stereotyped images of city 

neighborhoods - viewed these areas. Other efforts inVOi~ed orJa.r:tizing consumer boycotts ~ greenlining~
I 

campaigns of neighborhood banks that refused to reinvest local depositors' mODey in their own backyards. 

Most of these local efforts ended in frustration, But some neighborhood groups achieved small victories, 

including agreements between banks and community OrganizatiJns to provide loans Or maintain branches 

in their neighborhoods. Evenrually, activists from a<:ross Je country, working on similar issues, 

discovered each other and recognized their commo~ agendas. Frbm these localized effortS grew a national 

movement to address the problem of bank: redJining. 

In response to grassroots pressure from the emerging neighborhood movemeru~ Congra'S$ (with 

the suppon of the Carter administration after 1976) sponsO)ed a number of initiatives to promote 

community self-help efforts against redlining. These included Lkey pieces of legislation - the Home 

Mortgage Disclosure Act (llMDA) of 1975 and the communiJ Reinvestment Act (CRA) of 1977. 
. i 

In c.ombination HMDA and eRA provided an effective tool for local groups 10 push banks tot 

invest in low~inC()me ~ minority neighborhoods. HMDA prl~ided the data needed to systematically 

I, 
Development," Challeoge: The Mi\iazine Qf Economic Affaid. Vol. 34. No.6, NovemberlDecember 
1991. 
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analyze llIe banks' lending panerns (for housing, but not commercial loans), HMDA gave many 

community groups and universlty~based scholars - and some IJcal governments. daily newspapers. and 

other ageneies - the data to investigate geographic and racial Jias in lending. 

From 1977 IlIrougb llIe late,1980s. federal regulators were asleep ., llIe switcb In terms of 

monitoring and enforcing- the CRA. As a result1 community reinvestment activities primarily involved 

"bottom-up enforcemeht" -loa! campaigns between a oommuLty organization or coalition ~d a local 

bank, Only in tlte late 1980s did llIas. local activities COaiesce'lnto a national presence, Thanks to tlte 

work of ACORN, CCC, and NPA - three national community lrganizing networks - tit... local efforts, ' 

became buUdlng blocks for a truly national effort that has produCed dramatic results in tlte past few J'O'Il"S 
I 

alone, Locally-<:rai\ed CRA agreements alone have catalyzed over 510 billion in bank lending and 
I , 

services over the years. But even more important. many banks are now much mOre pro~active in working
I ' 

with community organizatiOns in successful neighborhoOd rebu~ding partnerships. 

These training centers and organizing networks bave helped focal organizations significantly 

expanded their caPacity to identify redlining, work with local ,media, negotiate with lenders. persuade 
, , 

state and lotal governinents to suppon their efforts through "liD.ked deposit" policies and public.-.private 

lending partnersbips, and work willi CDCs to take advantage of new lending produCts, Willi funding 
, 

support from several foundations and technical advise from thes'e national networks and training centers •. 

community groups were able to hire experts to help make senseI of the HMDA data. publish reportS, and 

expose systematic bank discrimination. Whereas in the past, lst HMDA studies focused only on one 

bank: or one city. groups such as ACORN ..- with a base in nlighborhoodS in many cities ~ examined 

bank practices in several cities to demonstrate that the probJel is not confIned to a few places. The 

Federal Reserve Bank began to respond with studies of its QWJ. 

These community groups and these organizing networ~ have gained the respect of the nation's 
, 

, , 
mainstream media.. who began to report the "redlining" issue Jith some regularity. (In fact, the Atlanta 
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Journal and Constitution won a Pulitzer Prize for its 1988 series. "The Color of Money"}. 
. . I 

It was through these networks - acting on their own o~ at times in concen - that Congress was 

pusbed to strengthen both eRA and HMDA severai times ;n thl past several years. These were dramatic 

legislative victorles against overwhelming political odds. A few lyears ago, these national networks. along. 
with the community development intennediades such as USC. NCCED. and Enterprise, formed the 

National Community Reinvestment Coalition to work. together l strengthen the community reinvestment 

agenda. 

Indeed, the entire community reinvestment climate has changed dramatically in the past five years 

B-_L- h "k' 'th I , " Jd 'fy oil'aIone. ~ are now mue more proactive in wor mg WI commuDity organtzatlons to eml cr It 
I 

needs and create partnerships to meet them. Regulators are muk more pro w 8aive in evaluating Jenders' 

eRA performance'and using regulatory carrots and sticks w lure compliance. Fulfilling its campaign
I . 

pledge, the Clinton Adntinistration has made the issue of redlini~g and community r~iAvesunent by banks 
i 

and insurance compan!es - and support for communitYRbased development -'a centerpiece of its urban 

policy agenda, 

What were the Jcey ingredients for success around community reinvestment? 
I 

First, it was an issue that affected a lot of people and 'was clearly linked to the economic and 

social conditions in urban neighborhoods. 

Second. the HMDA iaw provided community groups with usable tools to identify the problem. 

l
It mustrates the importance of community organizations haVing access to key hiformation. 

Third. there were a series of organizing "handles" Wbi~ gave residents a clear set of remedies 
.I 

at the local. state and national levels. These included local "linked deposit" laws, state "linked deposit" 
! 

and CRA Jaws, and. of course, the federal eRA, So groups cOuld organize. and ac~ieve victories, on 

several fronts. 
I 

Fourth. local groups working on the same issue were ~Ie to communicate and learn from eacb 
, 
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other because of the existence of several national organizing net\\'orks and training centers. National 

groups sucb as ACORN, NPA and eee belped expand the J""ity of local community groups to us.. . 

the eRA and HMDA to rebuild and revitalize neighborhoods. They did so by providing groups with 

training and by Hnking them together to make the federaJ government -legislators and regulators alike ~ 

- more responsive to neighborhood credit needs, ' I . 
Fifth, local group. had access to training and lead.,b,ip development to empower them to 

stabilize their organizations in terms of membership and fUndJising. fonn coalitions with a variety of 

groups (including church---basoo organizations, civil rights groubs. non-profit developers, ~ial ~jce 
agencies, etc) that often crossed boundaries of race, inC()me~ a'nd neighborhood; learn how to develop 

. I 
strategies for working on several issues simultaneOusly and ~uildjng On small victories; develop a 

strategy for negotiate with lenders and government; and deal with the mass media, 

Sixth. local gr~ps had access to the expertise and tecJnolOgy to take advantage of the. HMDA 

and eRA. To make these federal laws work, community groJPS have W learn how to use them. This 
. I 

usually involves having funds to hire experts. or train staff. in the computer skills needed to analyze the 

complex HMDA data and translate it into understandable ,eportsifor the general public. These community 

groups also need access to financial expertise in crafting local eRA agreements with lenders. In todafs 

technological society, ~ccess to technology and financial expJise are Critical for community groups to 

have a voice in dealing with the private sector and government around complex ISSUes. 

Tenant QrllD!.&iDJ in Public HousimtDeve}Qpments 

The strength and success of the grassroots community reinvesttnent movement stands in contrast . . I 
to the organizing efforts in both public housing and HUD~assjsted hOUSing developments. Without dOUbt, 

I 
there is a great deal of grassroots organizing among the nation's public housing and HUD-assisted 

· Of .. I .. d I thhownng tenants. course. we can POint to some tmponant success stones In eve opments across e 
I . . 

country. But the cumulative impact of all these local tenant-led ~fforts has been marginal at best in terms 
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, 
of building strong, stable community organizations and in terms of making a significant impact on 

eco~omic and .ocial ",ndilia"" in these developmentS and tbeiriSUrrOUnding neigbborhnnds," 

Public housing tenants bave organized to improve the local housing authority's management 
, I 

(especially in making repairs and improving the physical OOndilion of their developments); to deal with 

questions of security and public safety. including the epidemic of drugs and gangs. in their developments; 

to stan or expand job training, child care, counseling, and bdler human service programs in their 

developments; and to address environmental and public h1tb bazards ~\I'ithin and nearby their 

developments -lead paim, toxic dumps. asbestos. and other co~. Some public housing tenants used 

direct action and legal tactics (0 saving their homes fro'm the wrLng ball. Some of these struggles have 

. I 
Jed tenant organizations to demand a stronger tenant voice in !pe day-to-day running of their bousing". , 

including the creation of residen"t management corporations and~eveD tenant ownerShip, l$ 
, 

Yes, there are a growing ,number of tenant associ~tions. residents councils, and tenant 

management corporations in public housing today. But overall, they represent only a handful of tho 

nation's pubHc housing developments. Many of the tenant Jups that do exist are relatively weak in 

terms of leadership and organizational capacity - sueb as Widesbread participati.on by residents, se've~ 
tim of leadership and'SUbcommittees, regular elections, and sJ on. Quite a few could be categorized 
, I 

as "company unions." lacking the level of independence from the Jocal housing authority management 

that makes such gtOup~ effective, Accountability structures ooJeen residents and the "leaders" is quite 

problematic in many situations. In only a few cities - includi~l Milwaukee. Boston. Kansas City, Los 
I 

Angeles. Baton Rouge.,.and elsewhere - have residents have fotmed citywide tenant' councils that bring 

15See Langley C. K~> Strategies and Saints: Fightjng Drugs in Subsidized HQusing, Wash.• D.C.: 
Urban Institute Press, 1992; and John At1as and Peter Dreier, "From Projects to Communities: How to 
Redeem Public Housin~. II American ProsDW. Summer 1992. I 

16Publlc housing is one of the arenas of American Hfe where women are the most effective leaders. 
Female-headed families make up the large ponioD of public housing households. Women bave taken on 
the key roles - as caregivers and tenant organizers. . 
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together leaders from different developments to negotiate their common concerns with the housing 

authority. And most ~f these citywide groups are quite fragilel . 

The state of ~tdent ~rganizing and participation in the lnation>s public housing is still exttemely 

thin. In part this bad to ~ with the overwhelming problems LnftOndng the low-income residents of 

public housing. But we bave enough successful examples of plbUC housing tenant organizing to know 

that effective organizhlg is possible - even during the 19805. whb public bousing had few friends in high 

places (the federal government, the media. or foundations). 

What!s been nussing is the ability to spread the lessons of success (as well as failure) from 
, , 
, ' 

development to development 
, 

in one city, and to share the lessonS 
, 
of success (and failure) from city to city 

I 
to build a nationai infrastructure of public bousing resjdents. ~ho can become effective advocates for 

, I 
public housing in WashingtOn, especially in terms of dealing with Congress. Organizing in the nation', 

public housing devel~pments is simply too ad hoc and unfocus~. Most tenant groups in public housing 
I 

developments are oot linked to broader organizations or networ~. Few bave the resources to undertake 
. ' I 

leadership training Or build the capacity of their organization. They are not part of a sustained effort to
, I ' 

crea1e a new empowerment movement among public housing tenants. 11 

Even where local housing authorities recognize the im~'rtante of tenant organizing. the PHA 

staffs rarely have the mandate~ or the training. to build an eff~tive grassroots organization among the 
I 

residents. Most tenant organizations Jack the resources to hire:staff. Few tenant leaders are traioed in 
, 

leadership slcills and ~rganization building. Few tenant groups! have the capacity to link.up with their 

counterparts !It the same city, much less across the countty,n:. i 

"ACORN, the Center for Community Change, the Mid",es! Academy, and other networb and 
training centers have worked to build local tenant organizations in public hous.ing, but this has been done 
on a somewhat hit-or-miSS basis. I . 

"Some of the new leaders in tenant management - such as Kimi Gray and Bertha Gilkey - have 
forged links with tenant groups in pubHc housing developments in different cities. But this is no substitute 
for the kind of patient. day-to..<Jay organizaii<?n~buHding and le.ad~hip training that is necessary for reai 
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Tenant Oreanizing in HUD~Assisted Developments 

The situation 15 even more problematic among tenants in HU~assisted (Section 8, 221 and 236) 

developments. In many areas? these developments are even Lre troubled than their public housing 

counterparts. 19 Tenan~ in some developmentS have organized ~ improve maintenance, fight crime. and 

gain a stronger voice in management. Because their landlords are private owners, not a public agency 

accountable to voters and open to greater scrutiny, th~y have even more obstacles to organizing•. 

In fact. some of the most effective tenant organizing d~ the past decade took pi... in HUD

I 
assisted housing complexes over two issues: First, the potential termination of subsidies. Most projects 

. I 
built in thel960s and 1970. had an escape clause for landlord. ,,:hich allowed thorn to payoff their HUO

. , 

subsidized mongages after only 20 years, S_nd. the manag.Jnt and dispos~ion of developments taken 

over by HUO as a result of default and foreclosur.. . 

The ~expiring use" issue snuck: up on tenants groups and lawmakers. who had ignored this ticking 

I
time bomb until the mid~J980s, when the low~iru::.ome stipula~ions began to- expire. Renters in HUD-

assisted developments' realized that they could lose their home. unless they could SlOp landlords from 
, I 

taking advantage of this loopbole in the law. With their backs to the wall, tenants in buildings across the 

country mobilized on two fronts -locally and nationally. 

I....oeaIly. organizers began to educate residents about the potential threat and to alert potential 
I , 

allies such as the loca1 media. public officials. and housing activist groups. In some areas. Jocal tenant 
I 

groups organized regional alliances of tenants in aHisk HUD-assisted buildings. In Boston,. the 
I 

MassachusetU Tenants Organization and the Boston Affordable Housing Coalition took the lead" In , I . 
Chicago, the Organization for the North East and the Lakeview Tenants Organization led the charge. The 

success. , 

I~ am referring here to residenu i~ HUD-assisted develQPlems. not tenants with Section 8 vouchers 
or certificates. 
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Coalition for Economic Survival (CES) in ~s Angeles, the ITexas Tenants Union, the Community 

Service Society in New York City, and ACORN in St. Louis played similar roles. By the mid-1980s, 

when the first group of buildings began reaching their 20-yJ milestone, a few owners had already 

I 
exercised their rigbts and raised rents to market levels. By 1987, in California alone, landlords removed 

37 projects with 'l,246,units out of federal subsidy programs. 

In a few areas ,where many at-risk buildings were located (including Boston, Los Angeles, San 

Francisco, Chicago, ar:d New York), these tenant OrganizationsJ along with non-profit community-based 

developers and other b~USing activists, formed task forces to devbloP strategies to preserve HUD bousing. 

I 
Many bousing experts and some government agencies (such as the Community Economic Development 

. I 
Assistance Corporation in· Massachusetts, or CEDAC) provided technical help to tenant groups in 

negotiating with landlords and government officiaJs. 

This tenant activism led some cities and states to pass laws to slow down the process.;o It soon 

became clear, however, that'tenants had little bargaining power Lith landlords so long as the federal law 

allowed owners to prepay their mortgages and raise rents. So telant groups and their allies took the fight 

to the federal government. 

~or example, in 1987 in Boston, where as many as 9,2~ units were potentially at risk in a hot 
housing market, the City government expanded its rent control ,law to include these buildings, but only 
if landlords opted out of federal subsidies to 'operate their buildings as market housing. This law served 
as a major disincentive to owners, since they would not be able to reap the windfall profits from huge 
rent increases or condominium conversions. In Burlington, Vt., when the owners of NorthgatelGreenfield 
Aparnnents announced in early 1987 their intention to termiD.ate the HUD subsidy on the 33fH1nit 
townhouse complex, the city government passed an ordinance tt? restrict the conversion of aparnnents to 
condominiums. The California legislature passed a law requiring owners to give tenants and local 
governments a one-year "early warning" if they intended to terminate their subsidy agreement. California 
also offers owners tax breaks if they continue to rent to low-iDcome tenants; it also gives residents of 
federally-subsidized developments the first right to purchase their complexes jf the owner prepays the 
mortgage. Pressured by the Maryland Low-Income Housing Coalition, tenant groups in Baltimore, and 
other housing advocates, the Maryland legislature passed a la~ that requires owners to give tenants an 
early notice, at least a year's lease following the notice, the: first right to purchase, and relocation 
payments. At least ten other states - including Rhode Island, Missouri, Minnesota, and Washington 
enacted similar laws. 
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Aided by the National Low-Income Housing Coalition, tenant groups from different cities formed 

a network to help pushed Congress to reform federal law to imake it more difficult for landlords to 
. I . 

terminate their subsidy agreements. Across the country, tenants organized demonstrations at owners' 

offices, persuaded journalists to write stor;es, and lobbied th~il Senators and Congressmembers. They 

found some allies in Congress, particularly from those cities where the a large inventory of at-risk 

buildings and where tenants and their allies were relatively well-organized. Tenant and housing activists 

I 
argued that allowing owners to withdraw from the housing subsidies would push more low-income people 

into the streets and shelters. At least a dozen organizations - olners associations, government agencies, 

I 
housing advocacy groups, and others - sponsored reports to estimate the magnitude of the problem and 

propose solutions.2.1 

Tenants groups won a temporary victory in'1988, when Congress passed the Emergency Low 

Income Housing Preservation Act of 1987. The law imposed a three year morat~rium on prepayments, 

through October 1990. It gave residents protections from immediate eviction and provided -breathing 

room" ·to organize while Congress tried to figure out how to rJolve the conflict between landlords and 

housing activists and f~hion a permanent solution. Owners of LbSidized projects created a new group, 

the Assisted Housing Legal Rights Fund, which quicldy fLIed sJit to overturn the 1988 law limiting their 

options and their profits. Tenants kept the heat on Congress to permanently preserve the HUD-assisted 

housing inventory. While HUD Secretary Jack Kemp gave Iiprervice about "r.esident empowerment," 

some HUD staff refused to cooperate with tenant groups and their allies. For example, HUD refused to 

give tenants the names of owners who had filed their intent to bay off their mortgages, even though the 

"The ;tudies sponsored by owners' groups minimized the prLem and called for Congress to increase 
incentives (subsidies and, tax breaks) to owners to encourag~ them to continue renting to the poor. 
Another study, conducted by MIT Professor Philip Clay for the Neighborhood Reinvestment Corporation 
in 1987. claimed that potentially millions of low-income renters could become homeless if the federal 
government did not find a way to preserve its affordable hbusing stock. Whatever their fmdings, 
however, each time one of these reports was released, it drew mbdia attention to the problem and elevated 
the pressure on Congress to do something about it. 
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1987 federal law required ino do so, In some cities. however ~ grassroots protest and media attention 

forced reluctant HUD officials to make ~ncessio~. For thrJ years, housing activists and developers 

lobbied to protect their interests. 

In 1990, over the opposition of the Bush Administration and HUD. Congress enacted che Low 

I 
Income Housing Preservation and Resident Homoownmhip Act (LlHPRHA). The new Jaw gave owners 

~e option of remaini~g in the HUD program in exchange forladditiOnal financial incentives or selling 

their properties, with first option going to tenants associations imd non-profit organizations. It provided 

planning funds fur residents in these developments to come to~ether to weigh the options and develop a 
, 

plan for their housing complexes. ! 

The bill required owners to give tenants and nonprofi~ groups the first option to purchase the . I . 
property and even provided incentiveS to do so. The legislatj~n provided funds to help tenant groups 

Organiz~ and develop a plan to own or manage their develoJments. The bill gave tenants additional 

I 
safeguards. but it came at an enonnous price, Essentially. Congress went along with the landlords' idea 

I 
of. offering additional subsidies and tax breaks to induce them to continue renting to low·inoome 

residents. U 

The 1988 and 1990 federal Jaws, and the various loraJ and state laws, give tenants expanded 
i, 

opportunities to come together to address their common pr()b1~ms and additional leverage to negotiate 

with owners:. But the odds against resident success are still overwhelming, The, law gives residents a 

i 
12'fhe struggJe over the expiring use question was a clear test of the tenant movements~ strength and 

effectiveness. The tenants' overall weakneis compared with ~e Political clout of the owners' lobby is 
evident in several aspects of me compromise legislation thatiwas enacted. Congress guaranteed that 
owners would receive a "fair retu.m" on their investment. even going 50 far as to establish a "fair return" 
formula. So long as the owner gets this fair return. the property is locked into Jow~inC()me use. even if 
the property is sold. The legislation also allowed owners to raise rents, with HUD's approval. to levels 
that could undermine the ability of some residents to remain in their homes. The bill also included an 

. important escape hatch. If the owner can provide that he/she is not getting this retum - and if HUD does 
not provide adequate subsidtes to ensure the minimal level ofprofit - the owner can payoff the mortgage 
and convert the property to market~rate housing. 
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narrow timeftame to organize and come up, with a plan of action. Few tenant organizations bave the 

resources and staff to do this effectively. In Los Angeles aloAe. for example. there are 158 HUD 

I 
developments with over' lO,(X)O units facing the "expiring use~ deadline. The Coalition for Economic . . 

i 
Survival (CBS) bas successfully provided technical assistance to help residents in several developments 

organize and, in severa!:cases, purchase their complexes. CES hL provided the technical assistance to 

help form a county-wide HUD telWltS organization, the·j Angeles County Alliance of HUD 

Tenants,3':I This group has received funding from the Los Algeles city government to hire three 
. I 

organizer. CBS itself has only three fuIl·time staff members. But CES staff estimates that it would 
I 

require 18 to 20 staffpersons to Qrganize the residentS in all the HUO--assisted bui1dings in Los Angeles 

racing the LlHPRHA deadline. 

The UHPRHA. like the CRA, is an jmpo~t tool. But itlWiU of little use to most of the tenants 

in Los Angeles - or in any other city - if they do not have lhe resources to mobiJize. form organizations. 

develop the negotiating and Org~ization~building skUls to become istable tenant association, hire experts 

to help them plan and weigh the options, and work with HUD to ~ out its agenda of stronger resident 

participation and preservation of federally assisted housing. 

Given the limited resources, the community-empowerment efforts of these resident organizations 
. i 

is quite remarkable. But the base is still quite ,mall compared Wit\. the magnirude of the problem: Only 
, 

in a few cities - including Chicago, Los Angeles, Boston. and N~ York are they weUwOrganized beyond 
, . I 

individual developments. 'Moroover, the national networks which ,have worked with residents in HUD-

assisted housing are not as experienced as, and more fragment1 than, the community reinvestment 

networks and training centers. As the Los Angeles example multrates. there is a need to expand the 
. I· 

number of resident organizations in these developments. to provide technical assistance and training to 

~e Los Angeles CAHT is. in tum. a member of statewid~ and national organizations of HUD 
tenantS. 

27 



. ! 
these groups, and to: forge connections between resident organizations within the same city and in 

different parts of the country?' 

The residents of "expiring use" developments faced the threat of losing their homes because the 

owners could make bigger profits with the buildings in the PriJate marketplace. But some tenantS faced 

the opposite problem ~ they lived in RUD subsidized projJ where the O~etS simply walked away. 

In trumy cases. these landlords simply neglected to maintain Jeir buildings, while stm collecting HUD 

subsidies. In some =. they, abandoned their mortgage ~ayments, putting them in jeopardy of 
I 

foreclosure. Many HUD~assisted housing developments were in default on lheir mortgages. HOO was . ,I 
reluctant to foreclose on even the most troubled projects, because that would force HUn to take over the , I 
management and ownership of severely distressed projectS. Nevertheless. during the 19705 and 19805, 

, , I 
HUD wound up taking over hundreds of developments, mostly in low~income ghetto areas. Secretary ,, , 

Cisneros has identified this problem as a major ticking time bo~ in the coming years. 

In a few cities, 
, 
notably Boston~ tenants in these bUildingk

I
have mobilized, initially around day~to-

day management and p,ublic safety concerns, but also over the u~timate disposition and ownership of their 

devdopments. In the early 1980s. tenants in several large Bosto~ projects - Warren Gardens. MartsdaJe 

Gardens, and Methunion Manor - persuaded HUD to selJ their developments to the residents~ who 

formed C()operativ~. ~nder tenMt ownership, r.esidents made Lbstantial reports, They were among the 

besHun developments in the city. Their success oonvinced tenalt groups in other developments to follow, , 

the same path. Nevertheless, when President Reagan took office in J981~ Secretary Pierce's solution was 
, , I 

,imply to auction off 111... developments to the highest bidder, which guaranteed that speculators and 

. I 
slumlords would wind up owning the complexes and receiving the BUD subsidies, with little regard for 

---,-'" ,I 
"'In 1992 the loose network. of tenants in HUD~assisted developments, initially brought together 

through the National Low-Income Housing Coalition, formed the National Alliance ofHUD Tenants. So 
far its membership is relatively narrow, primarily based in a few cities~ including Boston t Chicago, Los 
Angeles. and New York. although there are also member groups representing bulldings in other parts of 
the country.' ' 
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the residents. , 
Here, too. intermediaries have played an lmportant rolJ in helping residents organize to improve 

neighborhood conditiO~. The Community Builders (a regionai lonprofit development intermediary). the 

Metropolitan Boston Housing Partnership (a pobIiC.Priv....."'Lunity partnership Ibat suppons CDC· 

I 
based development). and CEDAC (a state-funded technical assistance group), have worked with several 

neighborboodorganizing groups to de~op a comprehensivePll for Bostontssizeable inventory ofHUD 

buildings. 

In the late 1980s. a coalition of resident organizations. city and state government officials, and 

Boston business leaders waged a successful campaign to persu¥ie HUD to stop the auction process and 
, 

negotiate a transfer of 2.000 units in over 60 scattered buildings to neighborhood·based CDes. Tenant 

organizers and their ames kept the heat on. Congressman BJrey Frank coo:vened public bearings to 

expose the problems. They garnered suong support from GoJrnor Dukakis. Mayor Flynn, downtown 

business leaders, and Boston's Congressional delegation - and chnsiderabte coverage in the Boston media 

- which convinced HUD WStop the aucti~ns. They insisted thai Hue sell the properties to tenant groups
I 

or non-profit CDCs. Year after year. the tenants protested HUO's inaction, wbUe the politicians and 

b~iness leaders wrote letters and lobbied in Washington on th~ tenants' behalf. 

I 
In 1936, HUD agreed to sell 60 buildings with over 2000 units - called the Granit. Properti... 

. I 
- to eight CDCs, through the vehicle of the Boston Housing Partnership, a public-private partnership 

umbrella of Boston's business t political. and co~unity leader!. HUn also agreed to pay for the long

neglected repairs and to continue the rent subsidies for Jow~incoL residents. The BHP then raised funds 

fonn local businesses and foundations to hire ·social workeJ and organizers, and to provide social 

services for the residents.~ 

. " The MBHP bas played an important role in helping expand Boston CDC.' capacity to undertake 
difficult rehabUltation and management tasks, including the tep~ir and management of HUO properties. 
Beyond helping the CDes with uhysjcal and financial tasks, however~ MBHP has also raised funds to 
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Tenants in both public housing and federaily assisted projects faced common problems and 

l
developed comparable strlItegies for addressing them, In both cases, residenrs rought grea.er voice in , I 

, ' 
running their homes. The early success stories in tenant empowerment were triggered from the bottom~ 

I 
up, but the ability to sustain these early successes bas been problematic. While there are many paths to 

tenant' empowerment, : it works best where tenants take the 1'tiative ~d where they have access to 

resources to build strong organizations and leadership. This Loot be done on an ad hoc. project by 

project. PHA by PHA basis, I. will require the same klad of Lgic nerworking and training that the 

oommunity-based development sector. and (to a lesser extent) thl oo~nity reinvestment movement bas 

built. 

The previous administration gave a lot of lip service to the idea of tenant empowerment. But there 

is relatively little to show for ~1 that rhetoric. The biggest wL was the failure to recognize that 

resident ownership and management - if its a something the rLidents want at all - should be the fmal 

stage of an organizing process that involves mobilizing tenants lO~nd day-tcHJay issues like maintenance 

and crime, developing stable leaders, and winning stepPingstobe vjctories~ so that when tenants get: to . , I 
" th' mg worth' tmanage or own thell' proJects. ey ve won someth' ownmg. Buthe previOUS'_A'"~nurustrattOn~ 

looking fur quick results, was unwilling III fund th•• kind of Jenuine grassroots empowerment, 

Wbether organizing a crime watcb, a voter registration :driVe, • social service effort, or worlting , 

to take on management tasks or even ownership of a subsidized. development, one thing is always true. 

improve the human relations aspects of subsidized bousing. for example, MBHP set up' a Resident 
Resource Initiative program, which provides funding for reSident organizing and human services. 
channeled through neighborhood--based empowerment groups and human service agencies. In the past few 
years, tenants in Boston's HUD-owned or -managed projects~ and the same coalition of allies, have 
worked with HUn to fire incompetent management companies, repair substandard buildings, exterminate 
rodents, fix up vacant units, and sell these buildings to tenant groups or CDCs. The MBHP - with 
support from the city government, local businesses, and local private foundations - provided funds to 
help tenant groups bire organizations and consultants to help them address more immediate issues such 
as drugs, crime and code enforcement as well as to develop along-term plan for their developments. 
including the possibility of resident management or resident ownership. 
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These efforts will likely fail unless tenants are well..organized and weU-trained to assume complex 


Organization-build~g :and management tasks (including selling and monitoring a private for-hire 

I 

management firm). Tenants are not bom mowing the best way to manage human resources. Private 

corporations spend minions of dol1ars to improve their employee management skills. Residents in 
,, 

subsidized housing developments need the same level of trainiAg and capacity-building. 
, I , , 

Vill. POUcy R....mmend.tions ' 

In terms of specific recommendations for federal ~UCY to encourage effective community 
, I 

empowenn~ bere are some suggestions in three areas corn.munit)' empowerment: public and HUD-

assisted housing; community crime prevention; general commJnity improvement. 

1. Public and JlUD..Asslsled Hoosing , , 

The Administration has made significant headway in -improving the regulations to encourage 
, I 

tenant organizing and, residents councils in public hOUSing'lThe Administration has also improved 

regulations to encourage resident empowennent in those HUD-assisted developments In the' at-risk 

~e~iring use" inventory. But these can be streamlined and im~roVed to belp insure that resident groups 

are deInQCfatic and effective., . 
(A) r would f:"ncourage the Administration to provide' funding for technical assistance - i.e,, 

, i 
leadership and ocganization-building training - to resident organizations in both public housing and HUD. , ,,, 

assisted developments. These can be allocated through national, regional and local training centers and 
I , 

networks that have a demonstrated track record and expedenrle, in working with grassroots groups to 

achieve community ..,p.,Wetmelll - some of which I identified llier. Through an NOF A process. HUn 

can select a number of these training centers and networks to J,ldertake this technical assistance effort. 

If possible, initial funding should be for at least three years -ISUfficient time to expand capacity, train 

leaders. and show results, These intennediary groups. in turn, LUld identify tenant groups 10 work for 

and with. The progr'am requirements and goals should be llear tn terms of achievable results: a 

31 




significant growth in ,the number of grassroots organizations with the capacity to address the social. 

economic and physical conditions of their developments. Tenant management and/or ownership would 

one of many possible outcomes~ but it need not be the Sina"'Qutnon of tenant 'empowerment. 

By providing resources to these intermediaries as the iolus of empowerment efforts in subsidized . I 
and public housing, HUD would not only be able to take advantage of their experience and track: record, 

but also of the economies of scale that would anow'them to dieloP new training materials specificaU'y 

geared to public and subsidized housing - videos, training mluats. workshops, and so on. 

One of the go~s of the program should not only be th! strengthening of tenant organizations in 

specific developments~ but the cross-fertilization of ideas and ~killS between developments in the same 

CIty : d f th ' boo, and betwoon tenant orgamutlons".m d'«luerent CIties " an partSI 0 e country. T , psrammg wor 

and conferences that bring tenant leaders together would be elouraged, 

(8) Tenants ~hO wished to organize should ha~e the Lear right to do so, without interference 

I 
from toea! housing authorities or owners of HUD-assisted developments. There needs to be a mechanism 

I 
for recognizing tenant organizations as the legitimate voice ofl residents, a mechanism that comes with 

cenain rights and responsibilities, One mechanism for achie1ling this goal would be for the Clinton 

Administration to either sponsor legislation, or revise its rJuJations, w provide residents in public 

I 
housing developments and HUD-assisted developments (Section 8, 202, 221d, and 236) with. vehicle 

I 
similar to the National Labor Relations Act - in effect, a National Tenant Landlord Relations Act. 

To become a recognized tenant organization, the tenants group LUld have to win a majority of the votes 

of the residents in a development. An election W{)uld be held b) secret ballot, HUD, or some third party 

(sucb as the American Arbitration Association Or the League of Women Voters) would supeIVise the 

elections, sim.jlar to the NLRB's role in labor-management. 

Once a tenant organization wins a supervised election. it becomes the recognized group vis-a-vis 

the local housing authority or the owner of the development. Jm the tenants organization and the owner 
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(PHA ot private) would be subject to certain rights and responsibilities in terms of the process of solving 

problems - in terms ofmanagement. budgets, tenant selection ld eviction, and sO on, including the steps
I 

leading to resident management and ownership. Some elements10fthis process are aiready in place in the 

new regulations regarding resident councils and tenant managlent COrpOrations. This process wHllead 

to greater reciprocity and stronger partnerships. Experience sbJwS. fOt' example. that when tenant groups 

have responsibilityfor:deveJOping standards for evi~tion and tenLt selection. they are often much tougher 

than the housing auth~rity . . .. j 
Tenant associations that win elections and become" the ·official voice of the residents in the 

I 
development should receive funding from HUD on a per capi~ or per unit basis - in essence, a dues 

I . 
check-off. This funding would be used to hire staff and consultants. buy equipment. rent office space, 

I 
and operate the tenant association, In addition to setting thrs funding floor. HUD can encourage tenant 

I 
associations to raise additional funds through grassroolC! fundr~sillg by providing matching funds based 

on some formula. 
• 

(C) Federal law should require that public housing reSidentS should be represented on aU local 

I 
Public Housing Authority boards. These representatives should be selected by the tenants in some way.

I 

For exampJe, representatives could be chosen through a direct election of all public housing residents in 

a city; or they could be selected by the Mayor or city manager or City Council from a list of nominees 

selected by the officially recognized tenant associations. 

(D) TenantS in HUD-assisted housing should have some direct way to voice their concerns to 

HUD. which provides the subsidies to private owners. InOnitorJ the selection of management firms, and 

in general overSM a large inventory of scattered deVelOpmenJ owned by a wide ~ariety of landlords. 
, 

R-eoognized tenant organizations In HUD-assisted developmentS should eJect or appoint representatives 

to regionaf advLC!Oty boards that would meet regularly with the'regional administrator or top official in 

the HliD local office. This is one way for HUD staff to stay informed < about such matters as 
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management, public safety. maintenance, and related concerns. 

2. Communit, Crime Prevention 

Many grassroots organizations bave developed innovative ways to mobilize residents to address 
I 

problems of neighborbood public safety - drugs, gangs, and related issues. The eHotan Administration 

can help strengthen and expand these efforts by encouraging Jd funding community ~ti-crime efforts. 

Moreover, there is no need. to reinvent the wheel. We have slccesSful models upon which the Clinton 

Administration can build. 

(A) The Administration's ~community policing" effort, a major element of the recent anti..mme 

bill. is an imponaru initiative to make our neighborhoods safer ~d ,better places to live, work:~ and invest. 
I . 

Simply putting more pOlice on the stteets. however. is a limited approach. Evidence suggests. however, 

that community policing as a crime prevention strategy worJ best when the oommunity itse~f is well 

organized and can b~me an effeaive partner with local palile departments, Unfortunately, the recent . . I 
anti-crime bill has no provision for helping communities or~ themselves to worK: with their police. 

. . I 
The federal government - through the Department ofJustice, HUD. or jointly - should create a national 

Community Crime Prevention Program as an adjunct to its ~m.munjty poUcing eff~rt, In every city 

I 
where federal funds are targeted to hire and train personnel to u'ndertake communi policing. funds should 

atso be directed to community groups to organize neighborhl anti-crime efforts in partnership with 

local police departments, I 
Similar to the 1970's Commu~ity Anti-Crime Programiin LEAA, these funds would be targeted 

directly to community organizations who have the ~isting CapJCity or potential to mobilize residents and 

increase their involvement around public safety issues, HUD·Jdrug elimination effort in public housing 
. 

has some elements of this idea. but iti focus is quite narro~ in terms of both the approach and the 

constituency. ' 

COlIllilunity organizatiOns shou1d be able to develop neighborhood~based programs and working 
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relationships with all segments of the oommunity, including the schools, businesses. churches. and local 

government. including the police. Some of these community organizations will be multi-issue groups 

devoted to • wide,...ge of coIIlll11l1lily uplift efforts, Other. will focus primarily or e.clusively on public 
. I' 

safety issues. although this issue should be broadly defmed. El~gible activities should be quite inclusive. 

They could include: 

o establishing neighborhood block clubs. crime watch, and security patrol initiativesj 
o monitoring local courts to guarantee that drug deale,rs and other criminals (especially repeat 

offend .... ) get appropriate sentences oed evaluating judges in terms of bow they approarb rapeal drug 
offenders and other criminals in terms of sentencing; I 

(} encouraging witnesses and victims to help law enforcement agencies identify and prosecute 
criminals;' ,! 

o sponsoring intervention programs targeted at young people, including streetwarker programs~ 
"midnight basketball;" teen councils; peer counseling, and others; 

o working with Jaw enforwnent officials to create a reStitution program for first--time offenders; 
(} organizing neighborhood "take back the streets" clmpaigns and "drug~free" zones around 

schOO!S;o organizing anti-g~ti and neighborbood clean-up al beautification campaigns; 
o working with city .officials to improve street and par~ lighting, add speed bumps. set up 

"resident only" parking zones, and make other improvements to reduce crime; 
o setting up -arson watch~ programs to identify arson-prone buildings; 
o sponsoring "take back the night" rallies and rape eri~is counseling centers; 
o identifying crack houses and working with ponce; and city government to board up and 

rehabilitate these properties; I .' 
o working with local private and pubJic agencies to treate and expand drug prevention, education 

and counseling programs througb schools, churclles. and comn1.unity centers; 
o working with landlords to identify. evict, .and prosecUte tenants that are dealing drugs; 
o working with local private and public agencies to cr~te and expand drug treatment programs·; 
o working with Jaw enforcement agencies to identify high-crime "hot spots ~ (apartment bUildings. 

street corners, parks, bars) and targeting local government agency resources in these areas; 
o working with local government agencies to improve code enforcement in substandard or 

abandoned buildings; , 
o working with nearby instinnions (hospitals, universjtles~ businesses) to improve lighting. 

security. and other measures; I 
. 0 working with local government oed pulice to identifY and punish "johns' (clients of prostitutes) 

to rid the neighborhood of this activity; I 
o working with local, rounty and state government to direct more pubJic resources toward these 

programs and to strengthen the Jaws to increase public safety. 

(II) The federal government, through the Department of lustice, HUD, or jointly. should fuud 

a Community Crime Prevention TechnIcal Assistance program.ichanneled through nat,ionaJ and regional 
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intermediaries - organizing networks and training centers - with successful experience in community 

crime prevention. The 001 is currently funding a small proJram of this 'type - the Communities in 

Action to Prevent Drug Abuse program, through the vehicle Jf the National Training and Information 
i 

Center (NnC), Similar to the proposal for public and HUD·assisted bousing developmeuts, this 
I . 

program would provide training in organizational capacity~uilding. leadership development. and , 

community crime prevention techniques. It would help local n~ighborhood groups from different cities 

and regions' $bare experiences and skills and learn from eaJI other and~ . in the process. provide ~e 
building blocks from a more wordinated national effort to focUs public attention, and public and priv'!-te 

I 

resources, on this important problem. 

3. Genetal Commun~ty Improvement 

There are many exciting community~ organizing activities that do not directly focus on the 

I 
specific concerns of residents in public or HUD-assisted developments or on the specific problems of 

community crime prevention. Nevertheless. these organiiatiol address a variety of important concerns 
! 

to the residents of America's low-income communities. They are working on the same issues that are key 
. I 

to the Administnllion~s agenda '- public health. environmen~ justice, affordable housing, community 

inv~tmeru. jobs and eoonomic uplift. fair housing and disetiJination, and other issues. 
I 

Here, too. what is needed is direct operating support for these organizations to undertake basic ' 

COmmunity improvement efforts and allied programs, Two ekisting programs provide something of a 

mOOel, In 1983, Congress authorized the Neighborhood Develbpment Demonstration Program (NDDP) , 
and appropriate funds in 1985, Sinee then, the NDDP bas provided direct support to community·based

l
organizations (a maximum of S50.(0) a year). These funds, in turn, helped community organizations to 

raise additional private funds for neighborhood deveJopmeht actjvities. Through the J'I.,'DDP. 206 

organiutions have received 286 NDDP grants for housing, lonomie dtwe)opment and neighborhood 

improvement projects. The succw,of the' "demonstration" prlgram led Congress last year to enact the 
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John Heinz Neighborhood Development Pro-gram - a pmnan7Dt version of the NDDP.1iI Funding for 
,, , 

the NDDP was quite small - $2 millioo a year. Last year thJe were about 280 applications and about 

40 awards. The Clinton Administra~iOO supported higher fun~ing levels for the Heinz program - $5 

million ror FY 1994, 

Since 1985, the Environmental Protection Administration (EPA) bas sponsored the Teclmica! 

Assistance Grant Program (TAG) as part ofthe Superfund env~nmental clean-up effort, Through TAG, 
, I 

community groups receive funding (up to a maximum of $50.000) to assist them to evaluate Superfund 

sites. This blghly complex scientific process means that co~nity groups must have accesS to scientific 

expertise to understand the extent of environmental harm, the bgnitude of the abatement process~ and 
I 

theloca! intpact of Superfund clean-up activities. These groJps use the TAG funds to bire experts to 

evaluate government and private studies that address theSe issues. EPA is currently drafting 
i 

recommendations f'Or amending and strengthening the Superfund law; one of its key ideas is for more and 

earlier community participation in the Superfund process. i,nduding working with communities in 

proposing land uses for Superfund sites foHowingtbe Clean-up pless, There are over 35,000 Superfund , I 
.ites, of which about 1200 sites are on the Superfund National Priorities List (NFL), but only 133 TAGs 

have beeD awarded by EPA since the program's inception. Exlanding the TAG program - perhaps by 
. I ' 

making it an entitlement for communities around NPL sites and by changing the NFL criteria to put more 

inner City areas on the list - would help carry Out the AdmJiSlration'! environmental agenda and its 
,I 

community empowennent agenda. 

Elements of both HUD's Heinz Neigbborhood Devel"l'ment Program and the EPA's Teclmica! 

AssistaDce Grant ~gram should be incorporated into a CommJnity Empowerment Pwership Program 
I , 

through wbicb the fnderal government would provide support fur community-based organizing efforts. 

2I5Pattems of Success; How the Nej£hborhQQd Develovment Demonstration Program Builds J&caJ 
Capacity, Wash" D,C.: Community Information Center~ November 1993. 
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Similar to my proposals fur public/subsidized housing and co~nity trime prevention, the Community , , 

i
Empowerment Partnership Program would have two key components: 

, I 
(A) First, federal government (most reasonably, through HUD) would fued national and regional 

intermediary training Icenters and organizing networks to priJklo Teclmical ~ssistance to community 

based organizations. ,This approach would encourage shared ISkUl-bUilding and coordination between , 

community groups in: different neighborhoods of the same city and between community groups in 

! 
different cities and parts of the country. It would also promote ~e creation and dissemination of .training 

materia1s~. conferences, and other key components of successfUl training, leadership development, and 

organizing-building. ~rOUgh an NOFA process. HUD could idLtify tho•• training centers and networks 
; 

with the capacity to undertake this process. 

(8) Second. the federal goverrunent (through HUD) would provide direct funding to """"'unity

! ' 
basN organizations who are engaged in a wide variety of community improvement efforts, but only those 

woo contract with one 'of the national training centers/networks ~that HUD bas identified as competent to 
! : 

provide technical assistance,1l' One way to do this would simply be to expand the Heinz Neighborhood 
. i 

Development Program 'in terms of increasing its overall funding'level and making community organizing 

an eligible activity, HUD should work closely with the training centers/networks to identify groups with. 
the potential for succeSs in terms of organization building and leadership development. The range of 

issues and activities could be quite broad, including: 

o Neighborhood housing conditioDS, sucb as code enf9rcemenf~ abandonment. tenantS rightsf 
evictions, zoning. oo~ monitoring (involving code enforcement. evictions), arson, and related matters; 

Q Fair housing. and fair leeding, induding undertaking "testing' for housing or lending 
discrimination. utilizing HMDA data to monitor lenders' performance in meeting community credit needs, 
negotiating community reinvestment agreements with lenders. imd providing education and counseling 
to neighborhood residents regarding bousing and mongage progrOms (such as organizing 'bank fairs" and 

----'--:- I 
"In any given year. HUD may not be able to fund all of the competent intermediaries - training 

centers and organizing networks - to provide technical aSsistance to community organizations. 
Nevertheless. HUD's direct grants could be targeted to groups work.ing with any HOD-approved 
networks or centers, regardless of whether they are re.ceiving H:UD funds at that time. 
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sponsoring community educatlon programs); working with local lenders and government agencies to 
provide free check-<ashing services for AFDC, 55l, and Soci31 Security recipients. 

o Education around such public heaJth matters as drug~ tobacco and alcohol prevention. Initiatives 
might include reducing the number of billboards in a neighborhood promoting cigarettes or alcohol; 
working with local schools to develop education programs around smoking. dmg use and alcohol; 
reducing the number of liquor stores in a neigbborhood; organizing to pass legislation and regulations 
to create "smoking~free zones" in public buildings. restaurantS, and other areas. 

o Utilization of eligible programs, such as public education and outreach efforts to increase 
participation of people eligible for the Earned Income Tax Credit. food stamps~ WIC~ job training. 
emergency food, and other programs. I 

o Environmental7 transportation, and energy concerns, such as reducing toxic emissions, fighting 
incinerator sitings. and eliminating toxic waste sites; working with local transportation agencies and 
private firms to sponsor rid..chsring prograIDJ>, neighborhood iecycling programs, lesd paint abatemem; 
"Iife~line~ rate schedules ror low·income and elderly consumers; Ineighborhood beautification. anti..graffiti, 
and mural programs targeted at young people; and co!l\lllunity garden programs and farmers market 
programs in low-income neighborboods. I 

wo Education and youth programs, such as recreation and arts programs, peer counseling. sthool
based management~ streetwork:er prograrns~ and parent involvement in school governance. 

a City services, such as improving garbage pick-up. snow-removal, traffic safety, park 
maintenance, street repairs. and related matters, including joi~ ventures with (and out-sourcing of city 
services to) community¥based non~profit organizations. 

o Economic development. such as "linked development," policies, job retention, public financing 
of privately:-sponsored projects ~suCh as sports complexes). an4 neighborhood job agreements. 

,4_ Program criteria , 
, , 

These proposals to expand community-based organtzmi efforts must be viewed as part and parcel 

I 
of the larger agenda of improving economic .and social conditions in our urban areas. Thus~ strong 

consideration should be given to the following matters: 

(A) Focus on Organizing Groups. Community organizing groups are a special kind of 

community institution. Careful attention must be given to make ~ure that onJy bona fide organ:izar:ions are 
,, 

eligible. Although the group may engage in physical develop~ent and/or service delivery, its primary 
,, 

activity should be the mobilization and empowerment of neigh~orhOOd residents., They should be no-n~ 
,, 

profit organizations and not pan of any local govemmen( or governmentwcontroJled entity. The 
, 

organization-. governing board and lesdersbip should be dem6cratically elected from Its membership. 

There should be regular meetings and accountability mecll.mism) Although community Organizati~ns may 

work 10 economically diverse neighborhoods, low*incorne plple should be well-represented on the 
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community policing, court sentencing, and other aetivities should be eneouraged.Y.I
I 

(E) Build AllianCA.'S Acros.l\ Income and Rate, Recent discussions of urban conditions have , ., I 
, 

focused attention on the social, economic, and political isolation of the nation's inner City poor:" Low-

income people need to develop strong organizations and leadJhiP to help overcome this isolation. But 

they also need to build alliances with moderafe~in~me Peopl~ who shar~ common concerns about the 
I 

condition of their neigbborhoods, families, and schools, and th~ condition of the nation's economy. It is 

often difficult to find issues and develop strategies that cut ael the boundaries of income and race, but 
I 

some of the most successful community organizations have dcine SQ. Federal support for community· 
I 

based organizing should recognize the importance of both empowering the poor and building alliances 

with those only a step or two above poverty., 

(F) Target Distressed Neighborhoods in Urban and Suburban Seuings. Secretary CiSlle,"s 

has identified the "int:erwoven destinies- of America's cities ~d suburbs. A growing body of research 

bas shown that suburbs cannet be healthy if the central cities lare decaying." Equally Important, many 

I 
l'lCitizen monitoring can be an important took in a community organizing strategy. but it is not. on 

its own, a substitute for community mobilization. For example,la conununity group that monitors HMDA 
data should also be engaged in mobilizing residents around banking services; a group that monitors 
cpBG or HOME funds should also be engaged in organizing ~esident.s around community improvernwt 
sn that these funds are used effectively. For a discussion of the successful Citizens Monitoring Project 
that focused on the CDBG program in the 1970s, see Nick KotZ. "Citizens as Experts," Working PaDW, . 

March/April 1981. I 
nSee. for example: WilHam J. WiJson~ The Truly pisadYantaged. Chicago: University of Chicago 

Press, 1987; Lawrence Lynn and Michael McGeary, eds.. Inner City Poverty in the Unjtq.1 Stales, 
Wash., D.C.: National Academy Press, 1991; Christopher Jencks and Paul P.....on. eds .• lb. Urban 
Urulml~. Wash., D.C.: Brookings Institution. 1991. I " 

"Larry Ledebur and William Barnes, All in il Dgemer:
I 

Cities. Suburbs. and Local Economic 
Reaions~ Wash, D.C.: National League of Cities, 1993; Neal, Peirce, Citistates; How Urban AmerikDD 
Can Prosper in a CQm~etitiv. World, Arlington. Va.: Seven.Locks Press, 1993; Joseph Persky. Elliot 
Sclar and Wim Wiewel, Does America Need Cities? Wash•• p.e.: Economic PoHcy Institute and U.S. 
Conference of Mayors. 1991 ~ Hank Savltch. ~The Ties that Bind," Economic DeveJopmenl Quarterly, 
1992; Elliot Sclar and Walter Hook, "lbe Importance of !::ities to the National Economy;" Carol 
O'CleI,cc... "Cities' Role in the Metropolitan Economy and,the Federal Structure;" and Peter Salins. 
"Metropolitan Areas: Cities. Suburbs. and the Ties that Bind," in Henry Cisneros. ed, Inte1'wQnn 
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so-called "suburbs" have social, economic and demographic conditions that are similat to those in our , ' I 
inner city neighborhoods. The artificial boundaries between cities and suburbs - panicularly the inner~ 

I 
ring suburbs - must be broken down. One way is to en~rage residents of ~istressed suburban 

communities to organize and ftnd common ground with their JI.Jnterparts in the inner cities, This doesn't 

mean providing funds for affluent suburban neighborhood assoliations to promote NIMBYism; it means 

I ' 
identifying troubled low-income neighborhoods in places like Compton, CaHfomia, Harvey, 1llinois. 

SOmeIVilIe, MA" and other communities, Funding rormul.. 1 targeting should not focus exclusively

I 
on low-income neighborhoods in centra) cities, but be flexibJe enough to identify areas outside large inner 

cities, I 
(G) Help Impro..-e Media Coverage or Community Initiatives, The Illtdia play an important 

I 
role in either enhanCing or thwarting community.,based problem solving."' For the most part, the 

I 

nation's mainstream media treat our urban neigbborhoods as desspoolS of social problems. In dOing so. , I 

they distort reality. exaggerate our urban ills. undermine the public's will to address these problems, and 

inadvertently sabotage efforts by government, community Org~izations and the private sector to forge 

solutions, With some important exception.~. they generaBy jg~ore or triviaHze the community-buUding 

efforts of neighborhood groups 3lId the policy efforts of gLemment. Community groups con help 

improve the media's coverage of the urban condition and lommunity~based efforts to solve urban 

problems. I 
, 

As part of its community empowennent initiative, 'the Clinton Administration should help 
1 l

oommunity organizations educate the mainstream media about the realities of urban neighborhoods and 
I 

community~based efforts to solve problems, Part of all training programs for community organizatiOns 
i 

ipesumes: Cities; ana we NaUOn, New York: W.W. Norton~ 1993, 
I 

3..'I1!t his speech to the American Newspaper Publishers AssOciation, May 6, 1992, in New York City ~ 
~ a week after the Los Angeles riots - Henry Cisneros discussed the media's responsibility to address 
urban problems. 
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should include the topic of dealing with the local media.)/) Equally imponant, the federal government 

should belp community group. forge partner.bips with local journalism ••!tools. Jointly they could 

sponsor workshops for journalists on urban issues and oommu~ity~oo problem-solving. They could 
. I 

undeJtal<o content analyses of prim and broadcast news cover.ge 
l 
to belp identify institutional bliod .potS.. . 
I 

They could sponsor walking tours for reporters and editors of their neighborhoods to point out positive 

I 
prob1em-soJving efforts that could become topics for news stories. They could encourage the media to 

give community organizations a regular voice thrOU~h op..ed !COIUOUlS and special pages. (Ille Los 

Angeles Times does this now). They could sponsor awards for "best" and "wont" reporting on 

neighborhood issues.;t1 

(H) Promote Commuruty A ..... to Teclmology and E>ipenise. For community organizations 

to be effective problem~solvers. 'they must have access to expertiJe and technology, These fa~rs should 
I , 

not be ronsklered afteNhoughts. but key components. of a conuriunity organization's operating budget. 

They need funds to hire scientific experts who can help evaluate Jvironment Impact Statements~ HMDA , I 
d~ bousing rehabilitation and financing estimates, arehitectural design and roning guidelines. utility 

i 
company documents involving-rate structures. and related matters. Community organizations need to have 

I 
access to computers for desk-top publishing for news1etters and other forms of communication, for 

research {such as Census, HMDA and crime incidence reports). 1 to compile membership lists. They 
. i 

should be able to tap into on-line programs to get information, like HandsNet. They should be able to 

I 
use videos and local Cable TV to enhance their community education and training efforts. 

;)6A number of training centers and university-based institutions have successful track records in th"is 
area. Boston CoUege sponsors Media Research and Action Proj'eet to train community organization 
leaders how to deal effectively with the media. Its co-<lirector, Cha!'lotte Ryan, recently wrote a book on 
the subject: Prime Time Activism: Media Stratuies for Grassroots Ormizini. Boston: South End Press. 
1991. I 

"lb. National HOUSin~ Institute, for example, Works with loea] community housing groups to identify 
examples of first-rate housing reponing and issues "Housing Journalism Awards" to exemplary reporters 
and publications, These are described in Shelterforce. NUl's bimonthly publication. 
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