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November 22, 1995

MEMORANDUM FOR TiM BARNICLE, LISA LYNCH

FROM:

MICHAEIL BARR.

SHERYLL CASHIN, KUMIKI GIBSON
ELAINE KAMARCK

BRUCE KATZ, MIKE STEGMAN
BOB LITAN, STEVE REDBURN
MARK MAZUR

ELLEN SEIDMAN

MIKE SMITH, JUDY WURTZEL
PAUL WEINSTEIN

! PAUL DIMOND

SUBIECT: © COMMUNITY EMPOWERMENT -~ NEXT STEPS

CC:

LAURA TYSON, GENE SPERLING
BRUCE REED

KEN APFEL, BARRY WHITE
JEREMY BEN-AMI

Thanks for your z:tmtinhing help. Qur schedule for completing development of the policy
options for consideration by the Principals is ‘as follows:

»

By C.0.B. Wednesday, November 29, please transmit two-page summary of the
policy option{s} for which you are serving as a tcam leader to Paul Dimond (456~
22233 and Mark Mazur (395-6809). Include whatever back~up, background or
supporting material that you believe is sssential as an appendix.

In conjunction with the GMB PADs, Mark and I will meet with the designated team
icaders to discuss questions and any proposcd revisions on Thursday, November 30
and Friday, December 1. ‘

By C.0.B., Monday, December 4, we will cireulate for your comments and
suggestions the revised summary of the policy options along with & revised summary
of the framework for considering the options and issues for discussion.

By C.0.B., Wednesday, December 6, we will finalize the p(}izcy options and any
dlscussmn paper.

T 11:45  T¥202 456 7132 ¥HITE HOUSE/NEC v ___lgooz/003
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The policy options amdli team leader(s) for cach are:

Build on EZs/ECs -~ Cashin, Gibson

.

» Build on CDFIs —— Barr, Weinstein -

® Build on Brownficld/Port Devclopment ~- Scidman

Home-Ownership Communities -~ Katz, Litan

* End Public Housing as we know it —— Katz, Litay

. [Transforms HUD. This proposal may be one option or component of a larger
reinvention proposal. As a result, full developnient and consideration of this proposal
may proceed on a different iimetable,] ~- Litan, Kmarck, Katz, Weinstein, and Cashin

‘® Joblink - Barnicle, Lynch, Cashin ’

] {School-to-Work. This proposal will be considered primarily by the Youth Working
Y Group.] —— Smith, Wurtzel |
. [At-Risk YoutWEC~EZ Youth. These proposals may be considered primarily by the
Youth Working Group] -~ Baraicle, Cashin

v
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NAME

Mark Mazur
. Paul Weinsteln
Mike Smith
Judy Wurtzel
Michael Barr
[iss Lynch
Flaine Kamarck
Kumiki Gibson
Sheryll Cashin
Bruce Katz
Bob Litan
Ellen Seidman
Tim Barnicle
Steve Redburn
Michael Stegman

¢e's

Laura Tyson
Ken Aphel
Barry White
Bruce Reed
Gene Sperling
Jeremy Ben-Ami
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Urban Poliey Distribution List

Agency
NEC
DeC

DoEd
Dokd
Treasury
DOL
QVP
OVP
OovP
HUD
OMB
NEC
DOL
OoMB
HUD

NEC
OMB
OMB
DPC
NEC
DpC

WEITE HOUSE/NHEC

Phone
5-5147

- 65577
401-3389
401-3389
6220016
215-5108

6-2816
6-702¢
6-9043
708-2713
5-3120
6-8359
219-6030
195-4610
708-1600

6-3805
5-4844
5-4532
6-6515
6-2620
6-5584

Fax
5-6800
67028

401-3095

410-3095

622-0073

215-4902
6-6429
6-6429
6-9054

708-2476
5-4639

. 62223

219-6§27

395.1307

619-8000

62878
3-5730
5.7752
6-5557
&-2878
67028
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Paul and Sheryll'simemo docs an cxcellent job of outlining goals for Empowerment ; &g .
Zones and Enterprise Communities. I agree that economic development and ceconomic ot feas 8707
oppartunity must be the primary focus for the 2ones. The foilowmg underscores that R

emphasis. %

!

The Building Biocks - Jobs

i
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 & failure —- it's that simple. If we can create a job base in these distressed communities,
then we can build outwards and develop the self-sustaining institutions that provide vital
social services like child care facilities, health clinics, better schools.

With our limited resources, we can't afford to focus on the outcomes of the problems
in our inner cities and distressed rural communities, we must focus on the causes. And the
number one problem, in Iz:%v view, is the lack of jobs and economic opportunity.

The major tax mce:z:ne for the zones is the Wage Tax Credit (WTC). The Credit
should be effective in aztramﬁg labor intensive industries to the zones. The one problem with
the WTC is that §t is very costiy to repiicate. Therefore, we will need 1o study carefully
which of the other, less expensive tax incentives, also have a positive job effect.

The Ultimmate Test Of Rezm ention ~- Federal, State, County, City, and Community
Coordination and Ctmperaiion

I think Carol Rasm is right when she describes Empowerment Zones and Enterprise
Communities as the gma%est test of reinventing government. For this program to be
successful, at least four Jayers of government and the actual communities themselves are
going to have to actually communicate with each other. Nothing could seem more simple yet

1
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50 hard. T've always felt that one of reasons governments in the past aliocated more and more
money for programs - even if they were unsuccessful ~~ is because cooperation requires a
lot more effort than appropriation.

Intergovernmental cooperation, if we can get it to work in the zones, is something that
can serve as a mode! for 'other communitics, Two ways to promote cooperation is waiver
authority -~ to help cmnmumt:cs cut through the red tape and provide fiexibility -~ and the

strategic pian, which can serve as a compact between all the governmental entities involved,
i

Stakebolding -~ Making Capital Avallable To The Inner Cit}* And Rural America

Past atteropis to :cimzié our inner cities and distressed rural areas have failed for
several reasons, two major ones being (1) the disconnect between government assistance
programs and the private'sector and (2) the 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 entreprencurship opportunities for
the residents. Our capital incentives programs -- reform 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 play 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. 1n 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 cconomic opportunity." Well, trickle down was hardly a ladder. But Kemp's point
that government should wiork in concert with the private sector to promote opportunity is
fundamenial {it's 100 bad he never heeded his own advice).

Security

Of course you cant atiract outside business and capital, and retain human capital if
your streets aren't safs, if the education system is failing, if you work all week and your
income stift falls below the poverty Jine. That is why several other Presidential initiatives, the
crime bill, Headstart and Family Preservation, the EITC, health care reform, and welfare
reform are integral components of any community empowerment strategy.

cel Carol Rasco
Bruce Recd
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SHERYLL CASHIN -

yd

SUBJECT: SCQ%MUNIT?«E%PONERHENT: RESOURCES AND STRATEGY

R

This memorandum 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 davglmpm&nh of the broader community empowerment

strategy.

! o ) b e = -
C:Tf' Summary of. Available Federal R;;;;;;;gMj::D

Designated zones and communities will be supported primarily
through four sources:

. Omnibus Budget Reconciliation Act of 1983 (Title
XX grante and tax incentives)

’ additional agency contributions and assistance (to be
finalized in October by agencies and Interagency issue
Groups )

. Capital investments for bhusiness developmant through

8BA's “"One-~-Stop Cepital Shops™

. Capital investments for housing and community
devaelopment through Fannie Mee, Freddie Mag, FHA, and
HUD/USDA programs )

Each of these sources may provide up to £3.0 bkillion in
resources oaver § years,



The following outline sets forth in more detail the federal
rescurces available specifically to the 9 designated ampowerment
zones and S5 enterprise communities. .

9 EMPOWERMENT ZONES (“EZs™)

Investmants

-

Title XX Blogk Grants ~- Each designated urban EZ will
receive two consecutive $50 million grants, and each
degignated yural EZ will receive two consecutive 820
million grants. The scope of potential uses for these
funds is ourrently being determined.

Covrdination and Flexibility with Existing Funds -~
Through the Community Enterprise Bosrd and interagency
coordinating teamg in each designated EZ, we will be
able to provide designated EZs with strong interagency
coordination and flexibility in existing programs,
including some sort of walver process.

Eligibility for Participation in s Range of
Additional Federal Investments and Assistance -
Bach designated EZ will be eligible to participste
in a renge 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, ang
approximately $400 million in small business
lending and investments will be distributed
through each of the 9 shops, subject to OMB 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
loseted in the 9 zones, they alsc could serve as
regional or national centers for investment in
husiness development in distressed aress
gengreally.

Community Development Financial Institutions -« The
President's bill, which is pending in Congress, gives
priority consideration for matching grant assistance 1o
appiicants from EZs to start or expand a CDFI. In
addivion, we are exploring ways to create &
compiamentary fund with investment from major national
private foundations.
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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
each designated EZ. (We anticipate finalizing these
agreements in October).

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

gmnlovment Tax Incentives

Employment and Training Credits of up to 83000 per year
per employee for the cost of employing and training
zone vesidents. These credits, which are avallable
only o gualified businesses located in the EZs, will
reduce the cost of doing business in the zone and
agsure that the zone residents benefit directly from
the credits,

Canital Ing§n§1g§§

L

Increased Section 179 Property Expensing --
Gualified businesses located in EZs will be
eligible foxr up to §20,000 in incrsased expending
(in addition to the $17,500 in 179 expending
currently availlable).

Tax-Exenpt Private Faclility Bonds for Investments
in Land and Tangible Property -- Each business
(per zone) will be eligible for up to §3 million
{subiect 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 certalin Comnunity
Pevelopmnent CoOrporations -« Individuals and companies
will receive up to & 50% credit for up t¢ $2 willion in
cash contributions to one of 20 CDCs, designated by HUD
{subiect to 8 commitment by HUD to include CDC
designation-competition in the RFP for Els and ECs}.

Incentives for Investments Iin &58I(s ~~ Capital gsain
from gale of publicly traded gecurities can be deferred
by reinvesting in a Specisllzed Smsll Business
Investment Company {S8BIC}; 50% "Bumpers” capital gains
axclusion also applies to fnvestments in corporate
$8BICs. {These incentives are not limited to SSBICs
located in zones and communities).
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95 Enterprise Conmunitigg ("ECs})

Investments

Title XX Block Grants -~ Each designated EC will
receive one £$2.95 million grant.

Coordination and Flexibility with Existing Funds

Eligibility for Participation in a Range of Additienal
Federal Investments

Eligible for SBA 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-éxempt Private Facility Bonds
Expansion of the Low Income Housing Tax Credit
Tax Credit for Contributions to Certain CDCs

Incentives for Investments in SSBICs

II. Other Potential Federal Commitments

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

Similar commitments 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
' sagistanca™ consortia

ITI. Summary of Activities That Could Be Sponsored or Induced
A apacity Building

A portion of Title XX and CBBG funds might be used as “seed
money" to start or expand permanent, development-related
institutions that would survive the EZ and EC status. Applicants
can wse the challenge grant process to sttract private sector
commitments that match or exceed thelr own contributions for such
efforts.

The following sre examples of the types of self-sustaining
ingtitutions that could pley & significent role in fostering
econonmic revitalization and expanding economic opportunities for
zone residents. In particular, these community-based
institutions provide s necessary bridge between low- and
moderate-incomne’ residents and mainstream credit and investment
mAarraets:

. Community Development Banks

&

. Mi¢r0~entarprisa Lean Funds

» CQmmuPity Development/Revolving Loan Funds _

. Community Development Cooperatives snd Credit Unions
v ?&chﬁiaal Assistance Agencies for small business and

housing borrowers
* Community Development Corporations

* Small Business Invagtment Companies (that provide
venture capital and eguity investment)

Title XX and CDBG fundsg might alse ke usad for training and
wages for technical assistance provided by such institutions.
Communities could also use SBA One-8top Capita]l Shop resourges
(and CDOFI funds once the COFI billl is passed) o stiract local
private sector commi tments. {(The S5BA capital shops proposal and
the CDFI bill are summarizad in your Community Empowernent
Briefing Book.)

B. Capacity Buillding 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 alcohel prevention and
traatment programg that offer services to pregnant
women, mothers and children:

Job Training: training and employing disadvantaged
sdults and youth in construction and rehsbilitation of
affordable housing, public infrastructure and community
facilities;

Buginess Training: training in entrepreneurism angd
self-amployment;

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

Eoonomis Development Training: services designed to
promote community and economic development, such as
skills training, Jjob counseling, transportation
services, housing, counseling, financial managesment and
bugsiness counseling:

Homeless Families Prevention: emergency shelter for
disadvantaged families:;

Home Ownership and Education Counseling: programs that
promote home ownership, education or other routes 1o
economic independence for low income familiies and
individuals.

We are gurrently exploring with HHS whether the Title %X
funds can be used to invest in or start institutions that provide
such services, s0 that we can help the communities build
permanant, community-based service delivery capacity in sddition
to providing eoritical services.

We can 8lso use the selection criteria to encourage local
comminities to create or expand volunteer programs and publice
private parinerships to connect residents of distressed areas
with the resources and opportunities of the entire local reglon.

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 spplication. Apert from technical assistance
provided by DOJ, the Office of National Drug Control
Policy, and other federal agencies, we must agk the
applicants to make provision for public safety in
cooperation 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 sccess to jobs throughout the local labor
market.

Building on Existing Assets: Many distressed
communities are in close proximity to major reseasrch
uniiversities, hospital complexes, and enmployment
centers. The eligibility and selection ¢riteria ehould
be designed to encourage communities to build on such
existing assets in order t0 transfors their zones and
communities into contributing, integral parts of their
regional economies.,

IV. Relaticonship Between implementation Efforts and
Broader Community Empowerment Agends

The process of implementing the empowerment zones
legiglation should inform the development of the broader
community empoverment agenda in several critical 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
a stap back to define the problems faced in distressed
communities with care if we are to have a meaningful
impact. Our empowerment zones implementation workplan
includes several near-term opportunities for feedback
from communities and community activists on the nature
¢f 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 BUD and USDA on the content of the
proposed RFP; (3) regionsl technical assistance
workshops with applicant communities after the RFP is
isgued. We should make every effort to document and
synthesize the feedback we reaeiva during these
efforts. .

Id&ntifying Folnts of Leverage to Empower end Transform
Communities and their Residents: The internal
brainstorming sessions and technical assistance
workshops, as well as the actuml strategic plans that
communities submit, should provide a wealth of
information about what communities are actually doing
to levarage their limited fodersl and local
governmental dollars and change the way they approach
development, We alse should make every effort to begin
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systematically collecting and ¢ nting Information
about successful models for leveraging and public~
private partnerships. Ideally, the Community
Enterprige Board should serve as 8 clearinghouse for
such information not only for Ezes and ECs but slso for
all of amerxics's communities.

Refining Empowerment Principles to Guilde Policy
Choices: Once we begin to define the nature of the
problems faced in distressed communities, we will be
better equipped to refine the draft smpowerment
principlies. Although there was general sgreement with
the thrust of the empowerment principles, there was
also substantial concern that the principles were not
sufficiently detalled to guide actual peolicy choices.
We are now in the process of working with HUD and
others to refine the principles based uvpon what we
learn about the nature of the problem and the points of
leverage for transforming communities.

Jaok Quinn |
Elaine Kamargk
Gene Sperling
Bruce Reed'



June 9, 1993

MEMORANDUM FOR THE PRESIDENT

FROM; BRUCE REED
GENE SPERLING

SUBJECT: CQMMUN?W EMPOWERMENT AGENDA

This memorandum presents four themes that the DPC-NEC Interagency Task foree,
with the leadership of Secrctary Cisneros, has developed for a community empowerment
agenda: economic responsibility, community responsibility, family responsibility, and
individual responsibility, We believe these themes could be used 25 a framework for Bature
community empoewerment initiatives and as 2 guide for agencics as they develop, manage and
redircet relevant programs.  The memorandum putlines the process by which we reached
agreement on these themes and recommends that you agree to a one—hour meeting with
Secretary Cisneros and senior White House staff t0 discuss and mold these themes.

I.  BACKGROUND
A Secre'tary Cisneros’ Presentation to White House.

Following your approval in April of the Empowerment Zones, CRA 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 MceClarnty, Bob
Rubin, George Stephanopolos, DPC and NEC Deputy Assistants, and senior policy
representatives from the Vice-President's Office, Communications, and OMB.

Secretary Cisneros focused his presentation on policy directions for community
empowerment. Based on his participation in the Interagency Task Force, his extensive review
of HUD programs and problems with staff and consumers, and his own policy review of
HUD priorities in a series of seminars and retreats, the Secretary offered three basic themes
and refated action programs:

. A Commitment to Community Values -~ supporting community solutions with
bottom~up rather than top~down strategies; encouraging comprehensive solutions to
jocal problems; making federal programs more flexible and responsive to community
neads; encouraging economic diversity in communitics; rebuilding the community
economic base.
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L A Commitment to Economic Lift —— making work work; linking education, training
and employment; making bousing a platform for cconomic opportunity; rebuilding the
Metropolitan Economic Base.

. A Commitment to Confront Racism and Destructive Behaviors - reducing spatial
separation by race and income; balancing rights and responsibilities; giving every child
a fair chance; restoring sanity to America's streets.

Secretary Cisneros closed his remarks with a strong plea for "the imperative for cross—
cabinet coordination.” He cxpressed his appreciation for the DPC-NEC interagency process
as a means of developing meaningful, coordinated solutions 10 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 formulation of policy
but also in the managemen and operation of relevant federal programs, The interagency
Enterprise Board that will be created under the Empowerment Zone imitiative will be an
important expetiment in' inicragency program management. The Secretary uvrged the White
House 0 continue to provide the leadership to enable such a process of interagency
coordimation 10 continue and fo take root in the way the federal government does business.

The entire audience was impressed by the depth and direction of the Seoretary's
remarks. At the Secretary's suggestion, all encouraged the Secretary (0 work with the DPC~
NEC Working Group on Community Empowerment in order to develop the agenda and to
determine how best to ensure essential interagency cooperation.

B. Secretary Cisneros’ Presentations to the DPC-NEC Interagency Working Group
on Community Empowerment.

The DPC-NEC Working Group convened senior policy officials from each of the
agencics to consider the Seerctary's proposals.  In addition 1o the key DPC-NEC staff,
participants included David Eliwood and Peter Edclman from HHS, Bob Nash from DoAg,
Larry Katz and Doug Ross from DOL, Alicla 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 Kusnet from Speechwriting,
Over the course of soveral weeks we had two extensive meetings and exchanged views
directly and through written comments to refine the themes,

The Working group agreed that it was important to have unifying themes that would
articulate a coherent vision for what community empowerment means for the Clinton
Administration and would inform cach agency’s policymaking processes and it prionities 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
Secrctary Cisneros' view that institutionalizing intcragency cooperation would be critical to
developing meaningful solutions to the problems of distressed rural and urban communitics.
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At the suggestion of the Vice~President and David Ellwood from HHS, and with the
enthusiastic support of Scoretary 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 should be a catalyst for
private-sector job creation in local communities =~ was not sufficiently articulated by the
Secretary's community values theme.

Teo meet these and other concerns while articulating 2 Now Democratic message,
preserving Secretary Cisnorot' core direction, and retaining notions of responsibility, we
embraced four basic values:

. Economic Responsibility - providing incentives for job creation and economic
opportiunity; making work pay; encouraging public-private parinerships that build
upon local cconomic gencrators.

. Community Res;mnsibility - CRCOUFAZING 3 rencwed 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 o unique local needs.

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

. Individual Respensibility ~~ renewing the social contract of rights and
responsibilitics; combating racism and other destructive behavior; rewarding learning,
work and commitment to community.

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

C. Secretary Cisneros’ Draft Speech

Finally, Sccretar’y Cisneros 100k the lead in drafting a speech that presents these basic
values and suggests dirgctives you might give for future interagency cooperation and the FY
1955 Budget Review.

The Working Group, including Sccretary Cisneros, believes the draft is a good
beginning but may appear to0 negative because it does ot address the other half of the new
covenant —— opportunity, ‘



IL. 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 take place during the FY 1995 Budget Review.

H
In order 10 develop these four themes into such a powerful message, we recommend
that you first meet with Secretary Cisneros and a small group of Whitc House Staff for a
one~hour meeting. We recammerzd that the discussion with the Secretary address three
guestiong: ‘

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

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

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

In preparation for this meeting, we will work with Secretary Cisneros and David
Kusnet to prepare a brief set of talking points that seeks to capture the full reach of these
themes with respect to each of the three guestions. Based on the results of the discussion at
the meeting, we can determine what next steps make sensc.

HI. DECISION

e Approve meeting to discuss Community Empowerment themes
e APPTOVE miseting as amended:
e REJELE

e EX8CUSS Further
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MEMORAHNDUM

T0: Dhreyer, BReed

FROM: AWalker

DATE: Ma;ch 5, 1993
RE: Ur%an Task Force
olo B KTilley

Following is an outline on how we night move forward on the urban
agenda issues. 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 avold replication of work.

OVERVIEW

With the trial of the L.A. police officers underway, the R. Qeg?,
trial beginning on April 12th (postponed as of yesterday}, and
the anniversary of the 792 L.A. riots approaching {(April 28},
there is potential for problems in urban areas —— particularly
L.A.

13

The anticipated timeline on the trials is as follows:

King Trial:
-Expected to last 6 to 8§ weesks {jury going out the middle to
end of April}

Deny Trialr

-Postponed from March 15 to April 12th

~Expected to last approximately 4 wecks (Jury going out
around ?be end of the niddle of May)

As we cannotipredict the time necessary for the juries to deliver
a verdict inleither case, it is very possible with this scenario
that the verdicts could be announced around the same time.

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

@



O Ensure calm, safety and peace in the nations’ urban areas
following the announcement of the verdicts {and through the
summer. )

. STRATEGY

(These recommendations should be reviewed for L.A. as well as
other Yab~risk® urban areas arocund the country.}

0 pDiffuse tensions by focusing on the attention on progranms
ereated to boost local economies, increase employment
{focusing on youth} and provide opportunities.

~apprenticeship programs
~pducation assistance
~houging improvement
~gnterprise zones
~community banking/lending

o Develop pro-active community involvement initiatives and
dialogue by creating link/relationship betwesn community
vinfluencers" and national spokespeople

© 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.
IACTICS
o Identify the impact of specific stimulus programs and

ingreased funding for programs that will benefit L.A.

o Create hedia wall of aspects of the economic program that
mean tangible and weasurable differences {a.¢. # of new jobs
this summer, increase in funding for comminity based
prograns such as xxx, etc.}

o Uee gompunity spokespeople and influencers to talk about
expected economic improvements (e.q. former ganyg leaders,
youth activists, musiclans, actors, sports figures)

H
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.

i
§
{
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o IGentify 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/XKemp)} and potential for inciteful comments., Messages
and spokespeople will be given talking points, developed by
WH Communications in coniunchion with the Justice
Departm?nt.

o Clo&&lyﬁtrack timeline and progress of the trials

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

It would ke helpful if Kim Tilley and I could sit down with you
to discuss hoy you see this evolving and what you want us to move
ahead on. Let us know conventient time.

.o e
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THE SECRETARY OF COMMERCE
WASHINGTON, DC. 20230

February 24, 1993

H
To: Robert E. Rubin
Assistant Secretary to the President
on Economic Policy

From: Ronald H. Brown
Re: Ccmmerée and Community Banks
Introduction

A8 you and I have discussed, I would be very excited if the
Department of Commerce were given the opportunity to lead the
Presidentts effort for the creation of community banks. Let me
explain why. There are three critical factors in deciding which
Department would best assure a successful Community Developnent
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
ronitor the activities of the CDBs, as well as provide resources to
the entrepreneurs served by the CDBs, Second, the Department
should be free to drive the new initiative without conflicting
considerations from existing constituencies. Currently, sonme
federally regulated financial institutions view the CDBs as
potentially taking away their business while others contend that
the CDEs will eliminate their need to reinvest in lower inconme
gcommunities. Third, the Department should have the goal of
expanding econcomic opportunity for all Americans as a primary
mission.. That is, the Department needs to view the success of the
Community Development Bank initiative as a primary goal, not as an
ancillary program. The Commerce Department is best equipped to
meet these cobjectives.

Discussion

Management and Technical

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. Comperce currently is the repository of technical
assistance for business in the federal government. This expertise
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should be used as a building bleck for the community developnent
banks. Several of the agencies at Comperce provide a variety of
technical and management assistance to start-up companies, mediunm
sized companies and large institutions in both domestic and foreign
markets. '

i, zganémia bevalopment Administratiop provides technical

assistance for wurban 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
firme qualify for and receive assistance in sdijusting to
import :competition.

y Businss 2331 provides
teahnzcal assz&ta&&a to start-up and &xzﬁtinq minority
businesses to facilitate business growth in minority
communities. fThe 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 plang, identifying capital sources, and
receiving information on entering inte or expanding
operations into growth industries.

Administration has already fashioned a
national tep&tat&nn with its establishment of
manufacturing technology centers and manufacturing
extension programs. These programs assist small and
maedium sized manufacturers by suggesting improvements in
the use of manufacturing technology, integrating new
technology into older systems, advising on types of Hob
training, providing Jjob training, coordinating and
disseminating manufacturing and business information
scattered throughout the government, and facilitating
buslness networking by establishing an electronic
commerce exchange between businesses.

£§_§££A§AQQQAM;:"-5 _____ Administratien currently provides
technlcal asszistance to small, mid-size and large

companies seeking to enter or expand exports in foreign
markets. There is currently a network o©f about 200
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, .




¢redit market imperfections that community development banks are
intended to redresgs reguire new innovative approaches. Existing
banking oversight agencies are likely to tinker with the existing
syster rather than -apply new tools to combat an old problem.
Commerce has expertise in addressing the effects of market

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

The Department believes the banks should ensure maximum private
sectoy discipline while maintaining a clearly stated public
objective, To this end, the federal charter for the banks should
provide for the aapitalizatian of the banks, prescribe the
authority the banks will have, and establish an agency in the
Department %0 administer the monies and wonitor the banks for
actions that put the government at undue risk or violate the
nigsion of the banks. The Department chosen should be sensitive to
the special nature of the CDBs. They are intended to fulfill a
specific function: that of facilitating economic empowerment
through a public/private investment in communxtlaa chrenically
under-served by the traditional banking community.' I believe that
we have -~ and ¢an easily supplement the necessary expertise.

Given the scarce federal resources available to meet this
tremendous unmet. need, the community bank program would use tools
pther than direct federal appropriations to facilitate the CDBs.
The program would need to be empowered to disburse loans, provide .
loan guarantees, purchase leoans, facilitate the packaging of lcans
for pools for sgale, 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 CDBs. Provisions would be made to revoke
the CDBs ability to participate if fraud, abuse and mismanagement
are found, and sanctions would be established. The program would

P mhe federal government has created many specialized financisl
institutions, most of which operate in conjunction with the
Department with expertise in the area., For instance: Fannie Mae
and Freddie Mac operate as gquasi-public housing finance
institutions that are regulated by HUD; and the Community Credit
Corporation finances food sales abroad with loan guarantees. 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 sc 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
az: economic developnent expertise, net worth requirement, lending
track record, management abilities, technical assistance abilities,
investors, and community support. Federally insured depository
institutions along with neon=insured institutions would be eligible

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

S0 as to avold conflicts with existing commercial banks, credit
unions, savings banks, and thrifts, the CDBs may want to initially
become non-depository institutions for entreprensurs in need of
pre-seed, seed, eguity, debt and venture capital. Some COBs would
be eligible to provxde,a number of services while others with less
proven track r&&ords would initially be restricted to providing a
limited number of credit initiatives. The CDBs should not be
lenders of last resort. They will operate as for - profit entities
that generate significant interest and fee income and operate
actuarially aound programs which adequately reserve against
projected losses <« while serving the economic needs of oft-~ignored
communities.

Commerce and ¥eonomic Opportunit

I believe that .the fundamental pission of the Departwent of
Commerce i €0 expand economic opportunity for Americans. The CDBs
will enable this Department to fulfill this goal. If CDBs are
housed at Commerge, the Department would be recrganized to ensure
that technical assistance and financial assistance were firmly
iinked togetherx.

I would establish a new Undersecretariat for Econonmic Development
which would contain the Assistant Sscretary for Community
Development Banks, the Assistant Secretary for the Economic
Development Administration ("EDA"), and the Assistant Secretary for
Minority Business Development {"MBDA"}. The Assistant Secretariats
for EDA amd MBEDA would provide technical assistance to the
Assistant Secretariat for Community Development Banks. EDA 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



gnhance growth-oriented industries and which should be represented
in communities targeted by CDBs.

fioth the BDA and the MBDA have been receptive to such coordination.
Moreovey, 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 teo the formation and
expansion of minority businesses., If these businessesg had access
to capital, they would create job opportunities in many dizstressed
commuriities and provide an empowerment vwvehicle in under~servad
areas. $1mi1arly, Ebﬁ believes that reinvestment in many

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

Conclusion

As you know, I believe strongly that CDBs should be housed at the
Department of Commerce. Commerce is the only federal department
with the specific mission of addressing economic development and
business needs. CDBs are development entities that combine capital
and technical assistance to bring jobs, economic development and a
gense of hope back to many distressed urban and rural communities.
Commerce currently is chartered to meet only half of that eguation.
That is, Commerce provides technical assistance to businesses in
the technolegy, trade, rural, urban and ninority business
developnent areas. With the CDBs, Commerce would become a one-stop
shop for business needs, and this, I believe, would help fulfill
the President's desire to make the Department "power house.”
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DRAFT

' ESTABLISE ENTERPRISE SONES

N 1.

Existing ?adaral tax incantives generally ars not targeted

to benefit specific ysographic sreas. Although the Fedaral tax
law containe incantives that nay encourage davelopment in

ocononically distressed areas, the availabllity of the incentives
is not conditicned on activity in or development of such areas.

Ranscna for Changoe

To help econonically distressed aress share in the benefits
of economic qrowth, the Administration proposass to designats
Federal enterprise zones which will benefit from targeted
employment and investment tay incentives. |[These incentives will
stizulate gavarn&ant and private sector revitalizetion of the
sress.

A total of 50 antarpr&sa tonss would bs designated during
19854~19%8, divided batween 30 urban tax entorpries zones (no
fewar than half of which ares to be loosted In cities with less
than S00,000 yesidents), 15 rural devalopment investment zones,
and 5 Indian reservation tax entarprise zonas, Up to § urban
© zones (3 large and 3 gmall), 3 rural zones, and 1 Indian
reservation zons would be dasignated each yoar batwesn 1994 and
49588, Any shortfall in designations of zanes within any category
could bes carried forward to the following year, but not beyond
1998. Zone designations genarally would remaein in affect for 10
YOArs. ;

Shisctive sriterie. Enterpris¢ zonas would ba dasignated
only from arsas nonminsted by State and local governments (or a

govarning body of an Indian ressrvation), and would have to pest
the following oblective critaria:

(1) a minimum population (at least 15,000 in large urban.
rones, 7,500 in small urban zones, 5,000 in rural zones, and no
population minimum for Indian reservation sfones);

{2} & condition of unomployment and general distroes
{indicated by factors such as high crime rates or designation of
the area as a disaster arsa or high-intansity drug trafficking

‘area under the Antinnrug Abuse Act of 1986);

. (3) = qaagraphic ares (a) conmsisting of not more than 3
noncontiguous areas, (b) located within not more than two States,
and {¢) covering no mors than 20 sgusre miles {10 sguare ciles if
an urban area with less than 500,000 residencs, and 1,000 sqQuara
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miles if & rural gons or an Indian reservation zone);

‘ !
{4 poverty rates oOf at least 25 percent in each of the
ares’s cansus tracts; and

(5} poverty rateg of at least )0 par&ant in at leagt 30
percent of the census tracts. l

The 25 percant poverty rata rogquirement would not apply to a
tract that is not part of a central businesa diptrict (as defined
in the applicable Cengsus of Retail Trade) and that has (1) =
population of less than 2,000 residents 1if more than 75 parcent
of the tract is zoned for commarcial use, °f {11} no population,
l

« In addition to zhasa obdective critaria,
the local and State governments would be regquired to agrse in
writing that thay will sdopt (or gontinue tw fellow) a specified
couree of action designed to reduce burdena borne by enployers in
the nominated aree and to luprove the community for residents. A
course of action would have to include certain mandatory actions
with raspect to a nominated area and could linclude additisnal
optional measures. The mandatory actions include the following:

{1) a commitment to increase the leval, or efficiency of
delivery, of local public a&rvicsa {such ag pudlic safety
protaction);

{2} involverent in the progran hy public or private entitlies
(8.4, , community groups), includinz &8 commitment to provide jobs
and Yob training, and technical, financisl, or other assistance
t¢ enployers, employeas, and rssiéanta of the area;

{3} =» pragrén te ensure the necessary rehabllitation of
publicly owned property;

(4) csrtification by the Btate insurancs commissioner {or
similar ofticial) that kbasic commercial property insurance, of s
type coxparabls to that gsnerally in force|in urban or rural
arsae (whichsver le applicable) throughout the State, o
avallable to businesses within the nominated arex;

{S) a commitnent to involve contractors ownad and oparated
by soclally and economically disadvantagad groups, in connection
with aotivity in the zone;

{§] cnrtain programs €& ancourage local financial
znzzitutiuna to make loans to arsa businesges, with anphasis on
sxall and zaaally ewnad businesses; and

{7} apacial prctez&ncaa for prejects within the area in
allocations of the State's low-income housing credit celling and
private activity bond ceiling,
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The opticnal componants of the regquired coursa of action
weuld lnclude: (1) 8 reduction of tax rates|or fses applying
within the xone; (2) donations of surplus land to community
organizations agreeing to opsrata buslinesses on the land; and (3)
programs to ancourage employers to purchase health insurances for
emnpicysas on A pocled basgls. X

The proposal contalne two enployment incentives: a new
enployar wage credit and the expansion of the targeted jobs tax
eradit (TITC).

: ' « A 25 psroent credit against incone
tax 1iabizity wouzd be available to all employars for tha firet
$15,000 of wages pald with raspect toc each employes who (1) is a
zone raesjident and (2) perforzs substantially all employment
garvices within the zons. Tha maximum credit gar snployee would
be 63,750 per year. For purposes of this credit, qualified wages
wouid include not only salary and vagas {aa qanarally definsd for
FUTA tay purposes), dut algs cartain training and educationsl
expenses pald on behalf of a qualified employes, provided that
sither (a) the expansss are paid te an unrslated third party and
are exsludable from grose incoze of the employee under section
127, or {b) in the cass of an employsa nndur age 1%, the sxpensas
are incurred by the employer in operating a youth training
program in conjunction with local sducation officiale. Qualified
wages would not include any ancunts paid to an amployes who le
Telated to the employer or who is empleysd (for less than $0 days.

Expansion of TITC. Tha TITC would be expanded g& that a

parson whe resides in an enterprise rone 1s trsated as & manmber
of a targeted group for purposes of that credit. Howevar, an

employsr would not ba abls to claim both a|TJTC (including a
cradit for a youth apprentica) and an snterprise zone wage credit
with respect €0 an empleyee’s wages in the|saze taxable yeaar,

Izvestnent incextives

The proposal also contains four inveetment incentives. The
investnent incantives would be available enly with reapsct ¢€o
trade or business activities that satisfy the criteria for an
Ygnterprisa zone businees." The criterlis for enterpriss sonas
businesses are dasignad to ensure that the activity khenefiting
trom the tax incentives is tied closely to) the enterpriese zona
community and include: (1} if the businesa is oporatod as a
corpoeration or partnership, the scle trudngar business is the
active gonduct of a business within e zone; (2) &t least 80
perczent of the total gross inconps is derived from the active
conduct of the business within a zone; ({3)) substantially all of
the use of its tangible property scours within a zone; (4)
substantlslly all of its intangible praptrty is used in, and is
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exciusivaly ralated to, the asctive conduct of the business; (5).
substantially all of the sarvices performed by employess are
performed within a gone; (6) at least 35 percent of the employses
are ragidents of the zone; and {7) neo aara tharn five persent of
the average of the aggragate unadjusted bases ¢f the propsrty
gwnad by the business-is attributable ta {a)} c¢ortalin Zinancial
preperty, or (b} collectibles not held 9r£mnrily for male to
cuatamexs. ‘ ,

Certsin business activities would not be not sligible for
thess incentives, such &8s gambling facilitlies and liguor stores.
There alsc would be strict limitations on ths extent to which
l4asing activities may be part of an enterprise zone business.
In addition, generasl loas limitation rules (g.g.. the passive
loss rules and the at-risk liuitaticnﬂ}[wo&ld apply to
investnents in enterprise zone busineopes. Thus, an individuai
with enly & passive inveatment in a gons business would not be
able o uss lcasaw from that business to offset cther income.

noreaged gectio b axeanging. The axpcnsing allowance
tar gortain dag:aciahlo businens property provided under. section
179 would be increased from 810,000 to $75,000 and extended te
all “quai;tied zone property” (&apreciahla tangible property
(including buildings) acquired from an unrelated parson, the
eriginal use of which in the z2one ae&nancaa with the taxpayer,
and substantially all of the use of which is in the zona}. As
under present law, the expsnsing allowance would be phased gut
for certain taxpayers with investment in dopreciable business
property during the taxable year above [$200,000. However, for
the allowance claimed with respect to Qualified zone property,
the phase-out rats would be 50 percent |of the investment
{exclusive of buildings) mada by the taxpayer during the taxable
yaar in excess of $200,000. Thue, no sxpensing allowance wauzd
be available for tawxpayers with over $350,000 in such
investmenta.

For purpcses ¢f computing an investment tax credit, only the

property's basis in excess of the amount expensed would be taken
- $Intd acceopunt. ‘ .

1
i

aggglg;;;ggzggpxggiggign. An entorprise zone business would
genarally detarmine deprsciation deductions with reapsct to
qualifisd zone property by using the tollowing recovery perisds:

"Y’l&l‘ px’bpﬂrty;;;;t.v.....,‘sa‘.r--c»o»;-»uoa }'ﬁ#ra
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For qualified zone property otherwise eligible for the permanent
small business investment tax cradit or the incremental
investment tax credit, an enterpriss zone business would be
required to elect either the credit or thess shortened recovery
pericds. 1€ an investment tax credit is slaected with reapact teo
such property, current-law recovery periods would bs used for
deternining depreciation deductions.

' ; QUL KpAnRS, For purpoeses ¢f the
2¢w-inc¢§a boaainq cra&;t (LIKC}, anterprisa tones would
automatically qualify as “difficult to devalop" areas, within
which the aligible basis of bulldings for purpogas of computing
the credit ie 130 percent of the c¢est basis. Thus, for LIKC
projecte in snterprise sones, the credit wwould be bassd on $1
parcent of present value inestesd of the regular LIHC rate of 70
percent of pressnt valus., The Stata cradit cap would gontinue to

appliy.

ified o ing - 148. A nev categery of
axampt-zaaility privata activity bonaa 90&16 be suthorized for
uee in any area that is eligible te be an enterprise one,
provided the ares is nominatsd to bea a zone and ltas eligibility
is certified. These bonds would be allowed z 50 parcent
axclusion from tha State private activity bond volume
limitations. In addition, the general ruls requiring banks to
forsge a portion of their interest expense deduction if they
invest in tax-exenmpt bonds would nod apply to theaa bonds.

"Qualified entarprise zons facility ponds" would be bonds 95
percent or mord ¢f the net proceeds of which are used within a
cartitied arse to provide qualified zone property for an
snterprise rone business and functionally related and subordinate
land. For the bonds to be tax—exenpt, thare would hava to be
actual compliance or good faith efforts to comply with the
applicable raquirements throughout tha taerm of the bonds.
Existing change~in-use yulae would generally apply to thess bonds
to deny the horrower's interest deduction if there is non~
qualifying use. Issues of thess bonds would be subject to a $3
milli@n mit., In addition, there would ba o 53 million liait on
the aaaunt of such bonds that a principal veer may be allogated
in aach zone and a $20 million aggregate limit. The general
reotriction on financing existing property is inapplicable, and
the restriction on financing the acquisition ¢f land would be a
50 percent (rathar than a 25 percent] limitatien.

gzz:nxmmgx_zaaanlnl

Enterprise sones would encourage private sestor inveatament
and job creation in economically distrenaod arsas through
selectad tax incantives that reduce the costs of oparating or
expanding businesses in seversly daprsusa& arpas. XA noav sra of
public/private partnerships {s nesded to help distressed cities
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and rural arsas help thamselves.
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February 19, 1993
To: Paui Wemsiem
Fr: Mike Aiexander/ Iam McNeil/ U$Z)A | f
Re: Secretary Espys ideas on community mmzzécm/ cmpmnﬁem initiatives

Secretary Espy has expressed his support|for several initiatives designed to
empower residents of distressed urban and rural communities. The common denominator
to all of these strategies is that they recognize the need for those whoe are locked out of
the economic mainstream of aur socicty to aecumuiaie productive, Income producing
assets. Traditional welfare approaches transfer i income to the poor - but to empower
* people, ﬁwy need more than a subsistence wwmc, they need to accumaiatt: assets

| .gu s fw?
Ass&is can be in many forms. For millions of Americans, theif most lmpc it
asset is home ownership. That is why Mr Espythas supported the HOPE program to '

help residents of public housing become home, owners. The argumeént is that it makes

little sense for government to invest billions Qf[ dollars, year after year, in paying rent for

low income people. :

That enriches landlords - but does littlé more than ensure that low income
persons have a roof. The real equity ownership that these programs produce continue to
accumulate into the hands of those who alreaziy are owners. So he will look at USDAS
hzzzzsmg assistance programs and see where they can really be modified to help low-
income peaple accumulate housing assets. ! :

Just as we pmﬁa billions a year in mangagc tax deductions to help working,
middle, and even upper income people accamuiatc housing assets, our strategy should
-also help zhc neediest in our society do the slamr:

Anmhcr strategy for asset acmmuiamn are individual dmlapmmt accounts
(IDAs) - a sort of IRA for the poor, where gwemem would match savings that low-
income persons accumulate. The match would be from 9-1 down, depending upon the
person’s income, and the savings could be used for education, to start a small business,
as a down payment for a2 home, or to boost funds for retirement. :

Aéain, government and many private/sector companies already match savings by
employees for retirement, They are encouraged to accumuiate assets - but our policies
don't do the same for the poor. I ‘ .
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In fact, present policies work to discourage asset accumulation among the poor.
One of the key elements of Mr. Espys welfare reform approach is to increase the
*asset limitation® for welfare recipients who start smaﬂ businesses, or who try to save for
their children’s education. Present law penalizes wclfm recipients who accumulate more
than $1,000 in assets for any reason. That should bc reversed, and asset accumulation
should be encouraged by raising the hmztation 10 SIO 000.

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

i .

Enterprise zones should be a sort of social laboratory where we test these asset
development strategies and other new ideas to help rebuild distressed communities. As
such, they should do more than simply target tax breaks at investors who risk their
capital in enterprise zones. In fact, enterprise zoxzas have run into trouble because many
wonder how we'can ensure that residents of the mzms are the ones who benefit from any
tax breaks, as oppc}sed to simply benefiting wealthy investors who live outside of the
zones,

Of course, any investment we ¢an entice into enterprise zones will be wlmmc -
especially if they produce jobs for res:dcms of those zones. But with this approach, we
have an opportunity to do more.

T ensure that residents of wrban and rural mzcrpnse zones really benefit, Mr.
Espy has proposed that one feature of enterprise zcnes is t0 provide ephandes tax
benefits for companies that share ownership with thc workers througb employee stock
ownership plans, There are pmsenziy 10,000 ESOP! mmpmcs in the US. They include
some of America’s best tun companies. In fact, wmpames where workers are part
owners and also share in the management decisions are among the most productive in
the nation, %

When workers are also owners, and have a stake in the companys profit margins,

. they have extra incentive to reduce waste and work|to the fullest of their potential.

ESCPs allow workers to accumulate income pmducing assets, Also, when workers are
included in the decision making process, workers am truly empowered and companies
usually make better decisions. Where the interests nf workers and owners are mmem,
there are also far less destructive labor/ m&nagemezzt disputes.

Our tax code already provides tax incentives for mvesnng in companies through
Employee Stock Ownership Plans. However, those mcennm do not provide sufficient
encouragement for banks or companies 1o finance new or expanded upcmnons in rural
and urban emerprise zones. Mr. Espy has proposed 'enhancing those incentives for
companies that invest in enterprise zones when workers share in at lenst 38% ovwnership
of the company.
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For example, currently investors can exclude 50% of the interest income they
receive on certain loans to an ESOP from taxable income, provided the ESOP has more
than 50% ownership in the sponsoring employer.

Mr. Espy’s proposal would permit any lender (including a shareholder who sells
his/her stock 1o an ESOP) to exclude from zmbie income 100%: of the Interest Income
received on debt incurred by an ESOP 1o purchasc stock which is allocated to the
account of employees who reside in the enterprise zone, provided the ESOP holds at

least 30% of the total value of cutstanding stock, jor 30% of each class of stock of the

sponsoring company.

|

There are several other tax sweeteners that will make investing in companies with
ESOPs in enterprise zones more attractive to banks, mutual funds, venture capltahsts
and other investors. They would not be to the exclusion of non ESOP wmpamzs
However, these ESOP incentives would simply say to investors and companies 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.

This approach would effectively answer critics who see enterprise zones as simply
a mechanism to do away with capital gains taxes for those who already have accumulated
savings to invest. With this approach, we will aisefhclp workers accumulate savings (in
the form of sts}ck ownership) of their gwn, f

On communit; development banking, Mr. Espy’s idea is similar to the now well-
known Grameen Bank model. His former congressional district is the third poorest in the
country, It includes 11 of our 28 poorest counties,| Yet, there are many people who are
idea rich but capital poor. They are shut out of the private seclor banking system,
because they are considered too risky, or their loan needs are simply too small to be
profitable for the private sector. .

But c&mmumty development banking has 1o go beyond sitaply loaning money. A
proactive approach is needed to de%iop emmprcnem and encourage new venture
creation. The services must be capacity building, and the bank must be an integral part
of any sustained economic development. Mr. Bspy, has proposed a regional development
institution which primarily supports formation and growth of local institutions through
capacity-building and investment activities, Such a’ regional institution would also
undertake industrial sectoral development services and regional economic msaarch and
analysis.

It is conceived as a holding company with three subsidiaries: & local capacity
building not-for-profit, a for-profit enterprise fund, and a not-for-pmﬁt regional services
company. It would be a federally chartered, private corporation with a broad economic
development mandate, capitalized wnh a grant or|long-term, low-interest, forgivable
laan. _ o




One af the kcy purposes of the bank would be to make seed mp:w] available and
foster technical assistance for microenterprises. Agam, by developing microenterprises
we would be htipmg those who are trapped in ;)averty develop assets,

In the long run, asset development stratcgzas should supplant traditional welfare
programs which rely on transferring the poor income. Income transfers are at best a
strategy for subsistence. They do not, however, empmr the poor nor foster the
ownership of the productive assets they need o significantly improve their standard of
living,

In varions ways, asset development su-atcgws seck 10 expand ownership of assets.
In the long run, the administration shonld seek m expand ownership of productive
capital. Poverty and economic instability persists l‘1'01' millions of Americans because 100
they are effectively denied opportunities 10 own productive capital assets. Strategies
which break those barriers, and foster expanded mership of assets of all kinds, should
be the !ynckpm of the Administrations new approach to empowerment.




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT]AND BUDGET
WASHINGTON, .0, 20602

MEMORANDUM TO: Paul Weinstein and/Payl Gimond

THROUGH: Kenneth F. Rydern

FROM: X Joseph Fﬁggihein}Jennﬁ Main

SURBJECT: Community Investment and Enterprigé Zong Proposals

This is in response to your request for a review of
proposals for community financial lnstitutlans and enterprise
zones.  Section I below reviews conmunlty investment proposals
and Section I1 discusses enterprise zone proposals.

xn Cvmmunitv Development investment!

This section discusses propasalé for community investment
from sources including: 1} the Clinton Administration’s February
17, 1993 document, 2} Clinton transition teanm material, 3
proposals from the Hill, and 4) ocutside kanks, non-profits and
other community development groups’ recommendations.

4

1} 2lintan A&miniatrzticn February 17%th ¥Propogal

The badgat document printed February 17, “& Vision of Change
for America," included a brief paragraph generally describing a
comnunrity development proposal that woald be funded at a level of
$382 million over four years. Outiays would be $3%4 in the first
four years, with $110 million oatzayed in FY97. The paragraph
stated:

Many American communities face problemns of deteriorating
housing, loss of jobs, lack of private enterprise, and
declining egonomic and social infrastructure. A naetwork of
community development banks wllﬁ be created to provide loans
for pusiness and housing purposes in distressed communities
that have previcusly been underserved by traditional lending
institutions. Government 1nve$tment and technical
assistance would supplement private funds and experti&a e
ansure community davelopment banks’ effactivenass in
r@&tmrlnq healthy economic development in these communities.

These resources have been 1ncluded within the Treasury
Departrent budgat totals also identified in the February 12th
plan.




2} CQEaniiv Empowerzent Proposal in

The "Community Empowerment” chapter in the transition
document "The Clinton Revolution: A Domestic Policy Agenda For
The First 100 Days,® included an ‘initiative €0 create a network
of community develepment banks. ‘The: propesal provided for:

H

& Creation of a National Community Development Trust (the
Trust), an independent agency, which would establish and
invest in community ﬁevalapment]banks and related community
investment institutions, provide technical assistance, and
serve as a nanagement a551stanae clearing house.

& Federal assistance would be cpen to all types of community
development (CD)} financial institutions including €D banks,
Ch leoan funds, €D credit unions, ¢ corporations, and micro-
senterprise funds. However, the|federal assistance would
favor communxty development banks.

. O Types 'of federal assistance ava%iahle would include:

- federal matching grants fag capital

- grants for technical aﬁszstanca and development
services

- direct loans and loan guar&ntees for technical
agsistance or capztal proz&mts

- access/membership in the ?edaral Home Loan Bank System

- tax credits for zndiv;duals or entities who invest in
CDFIs

- C&mwunity Reinvestment Act [(CRA} credit for banks who
a&alst COFIs.

< Requiremants for federal assistance would include a strict
community purpose and involvement test, and a commitment
that at least 75 percent of lcans and invastments would be
made In targeted areas.

§ h
o The Trust would receive $850 million over five vears.

3) Pranaa§;§ In Congress

The only current community inv&stment legislative propogals
that we are ‘awvare of include one bill!sponsored by Senator Riegle
and one bill sponsored by Representative Leach.

Riegle‘s Enterprise Zone Bill

Riegle’s current Enterprise Zone Bill {85100}, introduced on
January 21, 1993, contains many of the same community investment
proposals fronm zhe tax bill vetoed byfﬁush last year. In
addition to enterprise zones, key provisions include:




E&ﬁablxshwent of a community development credit program
under ' Health and Human Sarvzaesl{HHS} which would provide
for linas of credit to CD corporations to establish,
maintain, or expand compunity developwent revolving lgan
funds., Program reguirements iﬁcluae,

- gompetitive applications fér funds

- a 1:1 private/public match of funds

- only CD corporations could|participate

- funds must be used in targeted areas for residents
making less than The medlan area income

- up to 10 percent of the funds may be used for technical
assistance.

E&tahlishment of an HHS grant progranm for emerging CD
corporations to upgrade management and Qparaticnal capacity,
Eligibility limited to D cerporatzcng with minimal

. experience. Includes a maximum grant amount ©f.$75,000,

Establishment of a separate HHS [grant program for emerging
¢ corporations Lo establish, malntaln, or supand revolving
loan funds, make direct or guaranteed loans, or make capital
investments in local businesses. Eligibility limited to CU
corporations with minimal experﬁence, Includes a maximum
grant amount of $500,000, with up to 10 percent to be used
for technical as&i&tanae.

Authorization for HHS to make grants for research, stadi&a
or demonstrations related to commun;ty geonomic deveicpm&nt*
CD corporations, universities, and non-profits would be
al;g;ble for grants up to $50,000.

!
Total authorization feor the HHS prograns would ke 540
million for FY®3, $100 million for F¥%4, and $125 million
for F¥Y83. The research grants are not included in these
tobtals and would be appropriated “such sums as may be
neaess&ry #

kutharlzatlan for the Deparitment ©of Housing and Urban
Developrment (HUD) to provide capital and technical
assistance grants to eligible nonprofit community
d&velnpment organizations for expanding affordable housing,
econonic and community development activities. The propoesal
includes:

-~ competitive applications

- grants of up to $1 million

- azxﬁﬁ training progran to assist CD organizations in
building capacity. v

-~ @:1:1 match of funds required )

- $100 million authorized in FY$3, $200 million in PyYe4d.




The Leach Bill

The "Communlty Development ﬁanking Act of 19%3,% was
introduced by Congressman Leach (R-IA)} on January 5, 18%3. His
proposal does not set up a specific program, but inatea& amends
existing legislation to provide more|reguirements and incentives
for community development lending. His proposal includes:

o Reforming the CRA to as follows:

~ sets specific standards foé compliance

- institutions receiving an “outstanding” CRA rating
could not be denied a reguest on CRA grounds by a
Federal regulatory agency

~ institutions that invest the Umaximum amount
permissible” in gqualifying community development
investment wlll be considered to have met all CRA
requirements.’

o Banks and thrifts would be allowed te "“organize, sponsor, or
underwrite securities issued by |companies" that are located
and primarily doing business 1n|qua11f1ad distressed
communities {as defined ip the Bank Enterprise Act (BEAR)). ?
The business would have to be cgnf;ned to designated areas,

o Would establish a public awardsfprcqram toe recognize
vutstanding efforts by depository institutions in meeting

the needs of their communities. |

e Requlres goals to be e&tabllshed for Fannie Mae and Freddie
Mac to purchase mortgages arxgxnated by community
development organjzations (as defined in the BEA).

¢ Establishes a micro-loan guarantee demonstration program
which would be a model private secondary market for small
business loans guaranteed under thas section.

O Sets speczf;c raqaireﬁants for daszgnating community
develsopment credit unions, and makaa revisions to the
National Credit Union Administration Community Development
Ravolving Loan Fund.

'At this time, there are no maximum permissible amounts for
community development investment set by ragulators.

? The BE2, enacted in December 1%91, avthorized the FDIC to
assess lovwer deposit insurance premiums for federally-insured
depository institations that {1} coriginate new loans to low~
income distressed communities and (2) [provide low=cost banking
accounts for low~income individuvals, [The BEA reguires
discretionary appropriations; no funds have been appropriated to
run the preogram, although %1 million was authorized to cover
start—up costs.




C Enhané&& the BEA by:

i

- gxpanding it to explicitly include community
development banks angd dzstr&ssed rural areas

~ allowing insured depository institutions located in
gualified distressed communities to ggll property and
caswalty insurance as longias the activities are
confined to that area

- g&tting up a prioritization process for BEA credit.

o Establishes a program for Federal regulatory agencies to
encourage insured depository 1nst1tutions to offer financial
educational services to aansum&rs residing in gualified
distressed communities (as defined in the BEA).

Development Demonstration Proposal

i

The only other recent community |investment }egislation we
are aware of was introduced by Rep. Traficant (D-OH} in March
1291, entitled, “Economicg Davelopment Loan Assistance
Denonstration Program Act of 1991," (H.R. 1%588). This brief
proposal would have authorized HUﬁ to make grants to CD
corporations for the purpose of offer 1ng reduced interest rate
loans to bhusinesses and non-profits. i The funds would have o be
used for economic development activities in specific enterprise
zones selected by HUD for the demanstxation program. The bill
sought to appropriate $100 million over three vears for the

demonstration.
1

4) Proposals From Outside Groups: Banks, Non~Profits, and
Community Development Organizations

The House and Senate Banking committees have held numerous
hearings on community developnment andirelat&d issues in the past
few wepks. %Wltnesses ingluded CD bankers, €D loan fund
organizations, CD credit unions, and ethar nonprofit institutions
involved in.Ch issues. Bone witﬁesses offered recommendations
for developing a2 CD program, but nane had specific proposals per
se. Recomnendations made by Milton Dav:g of the South Shore
Bank, Lyndon Comstock of the Community Capital Bank, and a group
of GD organizations are included here!l

¥iiton Davig of the South Shore Bank

To axpand community development incentives for existing
1nstitnﬁ:an$, Davis recommended:

© Institutions meeting a high threshold of community lending
should be given expanded przvzleg&&, including interstate
banking, authorization to sell insurance and underwrite
securities, and higher levels of deposits insured.

o




O The CRA should be clarified to reward higher investment
levels rather than focusing on reseazeas spent on
documantation and the aamylzanc? Process.

o New mechanisms should be develoﬁed to encourage lenders o

make more small business loans.

o Create an incentive structure to encourage commercial banks
to invest in D banks, CD loan funds, CD credit unions and

micro-credit programs.
To encourage the ¢reation of new CD banks, Davis
recommended:

O Provide federal funding for equity investments in

development banks, but reguire a matech from private funds,
and require them to be privately owned, regulated fznanczal

institutions.
H
& Have an independent agency make {fand oversee the federal
loans. M"Investment agreements" [that ldentify specific goals

for sach bank would be used as a2 performance-based control

measure. For sguity investments, the agency should be an
active, voting shareholder.

O Allow ATM deposits across state ilines for development banks

to make their deposit programs more attractive.

o Make grants, forgivable loans, and other creative financing
available to non-profit, non-bank affiliates of CD banks to

help support the development process.

G Provide for appropriate training| and capacity building
ProOgrans. ‘

Lyndon comséock from the Community Capital Bank

Cémﬁtcck made the following recommendations for a federally-

supported community development program:

& Any federal support should be available to all types of new

and existing CD financial institutions serving urban and
rural areas and reservations.

G Federal support should include federal eguity investments,
but the governmant should be a nonvoting shareholder.

o Technical assmstance funding should be available for
business planning and board member and management
recruitment.

[

o A fedefal program would be best administered by a quasiw
independent corporation.
H
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Ad Hoc Grcﬁp ef CD Lenders

An adihac group of eight CD lenders including:

- the Assogiation for Enterprise Opportunity

~ the Center for Community Self-Help

- the Community Capital Bankl

- First Nations Development Institute

- the National Association of Community Development Loan
Funds

" — National Federation of Community Development Credit

Unions, and

- the Woodstock Institute,

put tegether a document entitled "Principles of Community
Development Lending and Proposals for Key Federal SBupport.® in
response to Clinton’s proposal and the various legislative
hearings. Their key recommendations|include:

o Communlty development “panks" should be defined to include
the spectxam of CDFls comprising €D loan funds, €D credit
anzcn§, micro~loan funds, and Cb banks.

o The séope of C0 lending should be expanded keyond small
business credit to also include housing credit and consumer
financial services.

¢ Experienced CD orqan&zatiens should be consulted in crafting
1eglslat10n, and in setting up and evaluating the Cb
flnan01al institution network.

o Program should emphasize expansion of existing €D financial
institutions rather than simply undertake wholesale efforts
to create new development banks.

< Proposal should reflect recognition that successful
development lending 1nst1tut10ns are built over tine and
with incremental performance- baﬁed financial support.

o Legislaticon should clarify the dlfferent interests and
rasponazbzlzti&& of conventionall lenders, public agencies,
and CD financial institutions. The CRA should be
strengthansd and expanded.

0 Strategic federal support shcald%iﬁtluéa:

- equity capital or net warth?qrants

- below-market and long-term deposzts or loans

- fundg for human capital devezapment such as
1nternshlps, cooperative training agreements, and
regular seminars |

- funds for technical assistance and new credit product
development.,




@ The funding level of $85¢ million over five years reportedly
being considered "seems to be at an appropriate scale.®

T™his g&atzaﬁ includes & brief background description and
‘discusses proposals for enterprise zones including: 1) clinton
Administration’s February 17, 1993 document 2} 1992
Congressional enterprise zone legislatian, 3} 1883 Congressional
enterprise zone legislation, and 4) Bush Administration
enterprise zone proposals.

Background' Program Description

o Enterprise zones are econonmically distressed areas
designated for preferential governmental treatment to
promote investment and job creation by private industry.
The rationale behind &nterprise[zane& is that reducing
governmental burdens on industry (through tax or regulatory
relief) can compensate for higher risks and potential costs
associated with operating busxnessas in distressed areas
(such as high crime and untrained labor).

Q The objective of enterprise zones is stated in the statement
of purposs in the 1992 tax billi{H.R. 11, Titlie I):

- o revitalize gcohomicallyiand physically distressed
areas, primarily by encouraging the formation of new
buglnesses and the retention and expansion of existing
bus;nesses,

- ta promote meaningful employment for tax enterprise
zone residents, and;

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

o Despite numerous attempts to create a Federal enterprise
zone program, no legislation that has included financial
incentives has been enacted, 1n|1arge part because of the
exye&%&d £ost in terms of foregang receipts to the Treasury.

1} Clinton Administration February 17th Proposal
: |

Althwugh there was no specific discussion of the tax
incentives ‘or number of zones in thel&dwinistration’s February 17
documant, the document did specify tha amount of resourgss the
Administration is prepared to commit to enterprise zones:

{In million% of dollars)
1224 1835 1996 1997 1998 9497

-

-
73 347 772 1228 1669 2420
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) .
Within the cost constraints &stablzsheﬁ by the President,
there are a number of policy choices that have to be made to
develop a specific hdm;n;stratian proposal. These issuss
include: i . : \

- Number and size of zones {and urban/rural split}.
- Bpecific wage and investment incentives..
- Designation pf zones {HUD, Agriculture, Interior},

- Design of non tax 1n¢ent1ve3 {funding targeted to
zones, regulatory relief, as well as State/local
contributions). .

- Provision of tax incentives| for all areas that gualify
by poverty/distress criteria (regardless of whether
thay are specifically designated as enterprise zones),

The cost estimate in the February 17 documant was based on
Treasury projections of an enterprise zone proposal with the
following general characterigtics (51m123r to H.R., 11
nodel):

- 50 zones total, phased in bétwa&n 1994-1898. Includes
30 urban {half to cities over 500,000; half te gities
below 500,000 in population}; 15 rural; S Indian
reservatian zones. I :

- Lecalities must nominate areas for zone designation and
commit to local course of actlon* Urban zones -
designated by Secretary of HUD Rural zones designated
by Secretary of Agriculture; Indian zones designated by
Secretary of Intericr.

- 25% employer wage credit aqalnst the first $15,000 of
wages pald to employee who bath resides and works in
zone {max credit $3,750 per qualzfied amplovee per
yearj. v

- Extension'of the targsted jobs tax credit to cover

20Nes.

t
- Increase in Section 179 expensing allowance from
$10,000 to $50,000 per year.

- Accelerated depreciation by shortening the recovery
period by 35 percent.

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




- A new category of taxwexempt bonds {enterprise zone
facility bonds) available in areas meeting zone
criteria.

In addition to the enterprise zone 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 1894, based on & model
authorized under Title X1 of H.R. 11 and appropriated under
the 1592 Supplemental kppraprzatzoﬁs act. The funding is
comprlaad of an Enterprise Community Block Grant
Demonstration Program and & Hational Public/Private
Partnership Program (NP/pP). Accard;ng to H.R. 11
authorization language, the block grant funding can be used
to augment available funding for a broad range of Federal
programs related to providing community assistance. The
KP/PP .alse consists of a range of Federal programs in the
areas ‘of health care, drug treatment, dob training,
neighborhood invastment and lawienfora&&ent.

2t the end of the 1992 Congressional session, Congress
passed H.R. 11, a $27 billion urban ajld~tax relief bill
containing a federal enterprise |zone program. This
legislation was vetoed hy President Bush.

The enterprise zone program passed by Congress as H.R. 11
provided 50 zones, 2% in urban araa& and 25 in rural areas.
It alse provided 2 Indian reservatlan incentives. The
proposal was esgentially the version passed earlier in the
session hy the House as proposed by Rep. Dan Rostenkowski
{Dm ZL} The Senate had praposed a program of 125 zonas.

Urban zones designated by the Secr@tary of HBB, Rural zones
designated by the Secretary of Agriculture, in consultation
with the Secretary of Cammerce.l

Zones must meet objective ellglbillty criteria based on
population, distress, size, unemployment rate, and poverty
rate., ' Urban zones can not exceed 20 sguare mlles and can
not inglude any portion of a central business district;
rural zones can not exceed 10, BQQ sguare miles and must be
located entirely within one Stat$Q A1l zones nust
demonstrate local ¥oourse of action® in additjon to Federal
incentives.

The enterprise zone tax and credit incentives in H,R. 11
included:

- & 15% credit for employers on the first $20,000 of
wages paid to zone residents who work in the zones;




]
~ increased expensing allowances for depreciable’
business property;

- a $0% capital gaina exclusion for individuals for gazn&
on property in the zone used in a business;

~ deferral of capital gain on certain property, provided
that the proceeds are reinvested in the zone;

- prdinary loss treatment on dispositions of certain
businaas property;

- @xpen&xng for individuals of up to $25,000 a year f&r
purchasing certain stock; and

- egxpansion of tawx-exempt hond rules for enterprise zone
businesses. .

%) in agddition to the tax inc&ntives, Congress provided a
targeted spending component in H.R. 11 {Title XI ==
sputhorization for Additional Assistance to Distressed
Communities”) that would have focused resources on
enterprise zones. The bill authorized:

- §1B0 million in FY 1593 for a Natiocnal Public/Private
?axtn&r&hip {(NP/PP). There were seven community
developm&nﬁ programs eligible for funding under the
NP/PP. Only 830 million of| the $180 million in the
NP/PP was authorized for non-enterprise zones.

- $320 million in FY 1983 for|a block grant directed
towards enterprise zonas. ?he bleck grant authorized
funding for a range of programs in five broad progranm
areag: crime and criminal justice; jeob training;
education; heaalth, nutrztxon, and family assistance;
and housing and ccmmunlty davelopment 76 percent of
funds were made available to urban zones and 30 percent
of fumnis were available for rural zones. The bill
adtharized an "1nteragency counazl" of eight Federal
agencies to review and approve applications for
funding.

& The cost of H.R. 11 was estimated at between $2.4 and 2.8
billian over a 5 year period between FY 1993~14997.

3 31992 &angraasianal Eutargrise 2cna Legisliation

o There have siready been several Qongressional enterprise
zone proposals introduced in 1993, $. 100 (the YEnhanced
Enterprise Zones Act of 19%3%), ;ntraﬁumad by Senator
Rieagle, is essentially a reintroduction of H.R. 11 as passed
by Congress in 1%92 {(provides 50 izones »~ 25 urban; 25




rurai}. The cost of the Riegle|proposal would approximate
that estimated for H.R. 11.

B.R. §$ {¥Enterprise Zons Cazmunzty bﬁvelﬁpment Act of
1%93"), introduced by EBspr ti angel, aiso closely
follows the H.R. 11 model but prcvzdeﬁ more gones -- 150
zones between 1893 and 1597 {SG]urban zones with population
of at least 600,000; 50 urban zones with population below
600,000; 50 rural zones) . There is no available cost
estim&t& of the Rangel proposal!

Othoyr ¥ntersrige Zong oHp -

In the 1992 Congressional session, the Bush Administration
supported enterprise zone legislation (8. 3111} introduced
by Senators Kasten and Lieberman. Thig legislation can be
viewed as an alternative to the H.R. 11 model ~~ with no set
limit on the number of zones. The bill proposed that all
areas that gualified by pwverty;dlstrasa sriteria should
receive zone tax benefits wlthln an overall cost constraint.
Under these criteria, an estlmated A00 communities would be
elzgz&i& —-- 200 urban and 100 rural. The proposal included:

- a fixed tax expenditures cap of $2.5 billion over five
yaars. Once fthe c¢ap is reached, no sdditional zones
would be designated;

- zero capital gains tax on tangible and intangible zone
property and investments;

- axpenszng of up to $20,000 worth of stock in zone
husiness by non-zoneg 1nvestors ($100,000 lifetime)
instead of zero capital galns, Zone residents and
workers get both;

- a;refundabla wage credit worth up to 3900 extended to
unempioyed youth and cther low-income persons not now
receiving Earned Income Tax|Credit;

- expensing of plant and equipment for small businesses
{up to $50,000 of equipment|annually, rather than the
current 510,000 limit);

Similar to H.R. 11, the proposal included %500 million in
spending on targeted funding within the Department of
Justice ($30 million): ﬁapartﬁent of Labor (532 million);
Department of Health and Human Services (5226 million);
Department of Housing and Urban Development {890 millamn}
and Department of Education ($56({million)}. Of the total
$500 milljion in Federal resources, up to $400 million was
directed to neighborhoods in enterprise zones. Up te $100
million was directed to neighborhoods that are not
designated enterprise zones.




Q

There'has been no legisjation introduced in 1593 that

follows this model of unlimited
fixed cost cap.

zone desiygnation within .a



THE WHITE HOUSE
WASHINGTON

February 19, 1993

é
MEMORANDUM FOR COMMUNITY INVESTMENT INTERAGENCY TASK
FORCE I

H
FROM: - Paul Weinfs&ia

SUBJECT: Political caiemiar for community financisl institution/enterprise zone
legislation

. 1y Fi ial Instituti
z

After discussions mzh the House and Senate Banking Commnwc staffs, it is clear that
we need 10 move quickly if we want 1o pass legislation this }*car The consensus is that we
reed 10 send a bill to Congress po later than the beginning of April, although preferably
carlier. This will allow for hearings on the bill and a3 markup zo take place in late April and,
assuming the legislation is passed out of Commirttee, floor conszécratwn before the August
recess. Hopefully the bill will g0 to conference in the caz%y fall and we can cXpect passage
sometime in October,

\ Sending the bill to Congress in late March or carly Apni also makes sense in light of
other Presidential initiatives going to the hill this spring. C&ngmcs will be preoccupied with
the budget and tax bills in February and carly March, while health care will be the dominant
legislative issue in late spring.

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

Traditionally the Senate Banking Committee holds multiple bearings but markups can
occur guickly, with regards to community financial institutions jone day should suffice. The
House Banking Committee tends to spend less time on hearings but their markups can drag
on.

Enterprise Zones
Unlike the community financial institutions bill, enterprise zone legistation should not

be a stand alone bill. The most obvious legislative vehicle for enterprise zone legislation is

1




the omnibus revenue bill, which will likely be taken up in March. Thus, passage of enterprise
zone legislation is conditioned on passage of a revenue bill that includes the President's new
tax inltjatives.

A stumbling block on the enterprise zone legislation is thc issue of multiple
jurisdiction. On the House side, Ways and Mcans, Banking, Encrgy and Commerce, and
Agriculture, all have jurisdiction. However, since the Cﬁngrcss came close to passing
legisiation last yrar, they may be more likely to move a bill quickly, especially if it is part of
a larger revenue package.”

Tentative Legislative Target Dates — Community Financial Institutions Legislation

March 22 10 April 9 —- Legislation submitted to Congress,
April 12 to May 7~ Scnate Banking Committec holds hearings.
and markup. House Banking Committee holds hearings and
Subcommittes has markup.

May 7 to May 21— Legislation is considered on Senatc floor. House Banking Committec
holds full Commirtee markap.
May 21 10 June 21 ~~ Legislation is considered on House ﬂocr

Post-August Recess -~ House/Scnate conference and final passagc.

Tentative Legislative Target Dates «« Enterprise Zone Legislation

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

v ool Paul Dimond
Sheryll Cashin




THE WHITE HOUSE
WASHINGTON

February 24, 1993
AGENDA

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 {10 minutes})

I1. Enterprise Zones: & Footprint for an Action Partnership
Between Individuals, Communities, the Private Sector and
tocal, 8tate, and Federal government; and a Challenge
Process for Enaauraging more Communxties to join in
such Innovation {30 wminutes) |

A, Criteria
B. Challenge Process
C. Interagency Coordination of Program

III.Community Development Banks: One Element in a
larger effort to End Discrimination and to Empower
People with Capital, Banking services, jand the Wherewithal
to Bulld Businesses (30 minutes)
A, Nature of Entity or Entities
B. Type of lending: business, housing or consumer
. Support services
D. Relationship to Private CD Banking Initiative,
CRA and Community Lending

IV. Nesxt Steps {30 minutesg)
A. Political Calendar
B. Specific Proposals

C. REC/DPC Meeting with Secretaries

B. Reinventing Programs, Interagency Caayaratimn, Regulatory

ang Privete Sector Initiatives

13




THE WHITE H?USE

WASHINGTON

' February 24, 1993

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

FROM: Pau)] Weinstein

SUBJECT: Community development financial institutions proposals
(Discussion Draft)

Background

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

There is substantial interest in Congress in cxploring ways to expand the role of non-
traditional financial institutions in helping to rcv1tahzc distressed communities. The recently
enacted Housing and Commumty Development Act '?f 1992 includes a provision establishing
and authorizing funding for a "community mveslment corporation” demonstration program.
However, we still lack a consensus as to the best way to proceed. Issues that need to be

resolved include;

1) Capitalization and alternative forms of financial assistance
2) Structure

3) How many, how quickly

4) The relevant geographic domain
5) Selecting applicants

1) Capitalization And Alternative Forms Of Financial Assistance

In the President’s budget, Community Development Financial Institutions (CDFIs) are
targeted to receive $354 million through FY97. Thls represents a 50% increase in the total
capitalization of CDFls. However, we may want to utilize the private sector in providing




gdditional capital.

& gl or Capital -~ For 2 CDFI of any type, the federal
gmcmmcn{ cmztci pmu;&c a sta:t up capital grant This contribution coukd be
provided Qnia one~third/two thirds matching tmszs with privale equity raised by
the a;sphcam {the cortribution for a commuaity dcveiopmcm credit union could
be in the fo;m of a purchase of membership sharg:s) In most cases this would
be a one time contribution. The one time nature of capital assistance wouid
prevent dependence on annual government ca;mai contributions and would
therefore prevent political manipulation of Ci}F!s

In the case of a for-profit CDB, the federal gavcmmem could provide a start—~
up capital contribution through the purchase of suborématcd equity. A stock
purchase agreement could be structured so that 1f a given CDOB achicved a
certain level of profitability, some or all of the gnvmmcm’s initisl contribution
would be repaid. Such an agreement wouid ais{}F give the govemment
additional control and leverage if needed. The government could alsy choose
to retain its equity for an indefinite period. A larger question #s whether all
these institutions need to be for~profit.

* Soft Grants -~ Grants could also be made for planning, technical, and
development services assistance. These grants wouid rot necessarily have to
be made on a matched basis. f

* Direct Loans And Loan Guarantces —— The govermnment could also make direct
loans {at Treasury rates) or provzdﬁ loan guarantees for cxpans;cm, technicai
assistance, or for other services needed (0 tznhancc the CDFI mission, The
loans of loan guarantees would be made at terms to be determined by the
government. |

hig Fed OF Sy¥8 u ~~ The federal government
cozzld also pay for CDFIS za gz}m ihc Fcﬁml Home Lloan Bapk System (FHLB)
when appropriate. Because so many of the FHLB's primary customers {thrifts)
have disappeared due to insolvency, the system has become an entity in search
of a mission, Since the purpose of CDFIs is §0 close to that to the thrifis of
yesteryear, the system is a natural support network for CDFls. FHLB
membership would give CDFIs access to a !zqmény facility {(a "window” and
access 10 fonger term funds at below market rates for community investment
a::tx'«ztws) Under current law, any financial mstlwnozi may join the system,

However the cost of membership through a pnrchase of FHLB stock can be

high, particularly for small banks. Having the government shoulder this cost

would give CDFis a big boost.

The Federal Home Loan Bank Act could be amended to provide CDFIs with an




explicit authority to join the system with fulll membership rights.

¢ Secondary Market -- As a government Spon'lsorcd enterprise (GSE), the FHLB
systemn could be an appropriate vehicle through which to establish a secondary
market of CDFI loans -~ most of which, for|reasons of size and credit quality,
don't conform to current secondary market standards. A secondary market for
small business loans would be particularly hclpful to CDFIs and other small
financial institutions and could ccrtamly 1ncrcasc credit availability. One way
to market these loans is to place them in largcr portfolios. This could be done
with the cooperation of larger commercial banks.

L Communijty Reinvestment Act —— The current Community Reinvestment Act

(CRA) glvcs bank regulators broad dlscrctxon to decide how, and in what
manner, commercial banks may demonstrate that they are making good faith
efforts to lend to their local communities. Currcntly, regulators give banks
CRA credit for contributions to and mvcstmcnts in CDBs. Without any
legislative action, the regulators could easily lct bankers know that a good way
to demonstrate "substantial compliance” with CRA is to invest in and assist the
formation and/or 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 enhanced CRA credit for assistance to CDFIS This would undoubtedly
increase bank assistance to CDFIs. However, 1t would also be highly
controversial. Community groups would be opposcd on the grounds the CDFI
legislation would be used to circumvent CRAI or even gut it. Therefore, any
proposal would also have to include specific mcasurcs to strengthen CRA, such
as placmg greater emphasis on lending pcrfonnancc

Banking ~- Another way to increase the flow|of pnvate sector funds to CDFls
would be to base the granting of expanded powers, such as interstate banking
and branching, to contributions to CDFIs. Thls linkage could also lessen the
criticism of interstate banking and branching by community groups concerned
about thc consolidation of smaller lending ll'lSt‘ltllthnS

One problem, however, is that an attempt to llc new powers to CDFI
legislation could scriously delay passage of thc proposal. The House Energy
and Commerce Committee will claim juﬂSdICthl’l over the bill, and the
legislation could become gridlocked.

2) Structure

Another 1ssue that remains to be decided is whcre to locate the network. Many
different agencrcs would bring unique and valuable cxpcrtlsc Treasury has a knowledge of




banking and finance. HUD bas the best understanding of housing and urban economic
development, and Agriculture sural development. While Commerce has experience in
commercial business development and in expanding gepperzzmizy for minorily entreprencurs ——
2 prime objective of CDFIs. !

Logic seems 0 dictate that all the mcmioncé; agencies should be involved. The -
question then is how. One solution, but not the only,one, would be fo create a new
independent agency, a trust, with a board that mf:iazizd the representatives from cach relevant
agency, led by a chairman nominated by the President.

Making the trust an independent agency would give it added prestige and political
autonomy. K would give those administering the CI)F! program flexibility. However,
creating yet another agency might send the wrong message at a time of agency cutback and
burgeoming baéget deficits, In addition, it is lkely tc be more expensive for the trust o
operate a5 an independent entity with the support services it might 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 sccondary markets and GSEs. We muld arrange for Treasury, HUD, Commerce,
and Agnculwm te serve as a type of board for the program in order to tap into cach of those
agency's expemse

. One pmblcm is FHFB's lcgacy from the S&L crisis. While the agency has made
significant strides, it might not be wise to place a new banking program with potential safety
and soundness problems, at the FHFB.

1
This raises the issue of who will regulate and insure these new msmutlons Should we
cantinue on a pleccmeai approach, or should we draft a new charter? These question have

yet to be resolved.
t

3) How Mau}g How Soon

During Zl'ﬁe campaign, President Clinton staic:i that he would like to create 3 network
of 100 CDBs. While 2 nice round Hgure like 100§ zs an excelient press hit during a campaign,
we want 10 avoid sctiing a numerical target for the nnmbcf of institutions, I we force the
creation of institutions, we could have a2 major safct} and soundness problem. The number of
institutions should gn:;w no faster than the marketplace can absorb them.

We may want to focus on the percentage increase in credit zvmiab;iz?y Based on our

budget request,’ the federal government will be pmvzémg a 50% increase in CDFI capital,
Private sector contributions may quadruple that amount.

4} The Relevant Geographic Domain




There i5 an ongoing debate about whether the service area of a CDFI would be
broadly or narrowly circumscribed. By way of illustration, South Shore targets five
communities on Chicago's south and west gides. Arkazzsas Eik Homn Bank serves a large
portion of the State; New York Community Capital IBank serves all of New York City.

In favcr of a narrow definition is the risk CE)FIS will use subsidized lending to
achieve purposcs other than "community dcvelopmcnt " Against such a narrow definition is
the fact that the broader the lcndmg arca, the more likely the survivat of the lending
institution. A broader definition is also supported by the inevitability of market evolution and
neighborhood change.

What seems 1o be the best approach is regulatory flexibility. Under this approach, the
statute would direct the regulators to consider caz‘cfaiiy how the applicant institution defines
its relevant lending market in selecting making. ’I‘ins is particularly necessary as the planned
network of CDFls would serve a range of areas and likely reflect a spectrum of catichment-
area dcfmltwns

5) Selecting Applicants

There is a general consensus that who participates in the network should not be
decided by the type of institution but vather by the mission of the institution. There is a
whole range of different kinds of non-traditional, community-based financial institutions.
These institutions arc specifically dedicated to revitalization of distressed arcas and are
typically able to underwrite more smal! and nonstandaré loans than tradition lenders due to
their expertise, comnritment, and flexibihty, These msnmz:mxs are structured in a variety of
forms: -

+ Community Development Banks ~— These are federally insured and regufated
depository institutions that have been ﬂrgamze:d specifically to provide capital -
to rebuild lower~income communities. Just four community development
banks Gperazc in the U.S. today: South Shﬁﬂ: Bank in Chicago, Eik Hom Bank
and Trust in Arkansas, Community Capital Bank in Brooklyn, N.Y., and the
Scif—Hekp Credit Union in North Carolina. sztiz Shore, Elk Hom, and Self-
Help Credit Union are part of larger bank or :wzzw;sz' t holding companies that
include lndcpcndem non~depository credit azzd support mechanisms such as
venture capnal funds, development loan funds, and technical assistance
agencies;

+ Community Development Credit Unions (CDCUS) -~ These are regulated

financial cooperatives owned and operated by lowerwlncome individuals.
Typically, CDCUs provide consumer banking Services ~- savings accounts,
check cashing —- that may not be locally available to their members, as well as
personal loans for consumer goods purchases, home rehabilitation, and car
purchases. A growing number of CDCUs are|making 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 Amcricans[(;‘redit Union in Windo Rock, AZ,
and the Santa Cruz Credit Union in Cahforma CDCUs offer deposit insurance
up to 5100 000 per account through the National Credit Union Administration;

¢ Commumt)LDc!:lme:nLLﬁan_Eunﬂs {CDL¥s) =~ These are unregulated
financial intermediaries that aggregate capital from individual and institutional
social investors at below-market rates and mf-—iczzzi this moncy primarily 0
non-profit housing and business developers in urban and nusal lower-income
gommunities. CDLFs place a strong cmpizaszs on financing projecis that
provide new economic opportunities and msezzmcs to borrowers and othes in
their communities; %

L Migro-Loag Funds (MLFs) —— These are most often eomponcnts of micro
enterprise development programs that mtcgrm both cconomic and human
development strategies. Loans 1o micro enterprises range typically between
$250 and $10,000 to startup or expand sclf~employment or micro businesses
up to five people, normally family members;

H

m&iizaizens havc :sci*.cd over the past 25 ycars Many of these organizations

not only develop affordable housing and Small businesses, but also operate loan
funds and invest in housing and community dc»clc)pmcnt projects. A subset of
CDCs are the 180 Neighborworks communnyTbascd lenders, monitored by the
Congressionatly~chartered Neighborhood Reinvestment Corporation. There are
some 2,000 CDCs in the United States today.

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

All :hcse types of institunions should qualify fcr the pmgrazzz The question is how do
we ensure that the participants fulfill the mission. ’Z?zc Scnate Banking Committee lists
several performance goals in their diaft legislation. ’I‘;}cy include:

|
2 70% of all loans made to individuals must be to individuals who are low- or
moderateincome residents of a tasgeted area or population;
/ |
+ 35% of a}i leans made to individuals must be to low~income residents of a
targeted area or population;

* All loans 10 organizations, all development scrvmcs provided, and all equity
ipvestments must principally benefit low-income residents of targeted
geographic area or population.

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




DPRAFT Draft Draft Draft
2/24792
I. Participants

A. Requlre all adequately capitalized bank holding
companies {(or banks that are ﬁnt subsidiaries of a bank
holding company), and thrifts with loans of more than a
apecifzed amount (e.g. $10 billion) as of 12/31/92 to:
1} . Dedicate a specified paraentage of its total

capital (e.g. 3/4%) toward the establishment af a8
Community Development ﬁank {CDB) in an
economically dlstregsa& area.

2} Centribute an adﬁiﬁianaz percentage of total
capital {e.g. 1/4%) to a Capital Investment Fund
{CIF} established to pravide capital to
zndependant community development banks,

B. Allow all other banks, bank holding companies (BHCs},
or thrifts to establish CDBs lon identical terms,
including the option of making their full capital
contribution to the CIF only.

¥1. List of Possible Inducements for ﬁarticipating Institutions:

A, Aliow interstate branching bf BHCs in states where:

« State-wide branching is permitted;

+ Nonresident BHCs are or would be currently permitied

to operate a banking or thrift subsidiary; and

* ﬁxc holds a "sufficient amount® of “qualifying

asgets” which demonstrate a maaningful and ¢quantifiable
compitment to community development in distressed areas
of that state.

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

|

C. Allow well-capitalized CDBs to branch nationwide into
aaanawlsally distressed areas.

D. Allow well-capitalized CDBs located in distressed areas

. to‘inveat in, deal in, or underwrite securities issued
by small businesses located there.

E. Allow well capitalized CDBs to smell insurance in

distressed areas.




ITT. Other Initiatives

A. ?uhiicly reaffire regulators’ commitment to the
principles of safe and sound community reinvestment and
affordable housing,

|
B. Strengthen enforcement of fair lending standards:

including establishment of pilot project utilizing
"testers,
C. Reexamine CRA reguirements: &evalap less burdensone,

wore results oriented examination.

D, Identify and address regulatory barriers to credit
availability, including small business lending and
affordable housing.

E. Facilitate investment in human capital necessary for
community development, e.g., develcpmant of managenent
aapaczty and a proper credit culture within CDBs: and
proevision of technical assistance needed to treate and
maintain the flow of new community development
proiects.,

+
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_ DRAFT
ENTERPRISE ZONE PROPOSAL
Sutmitted by azm;‘

§

According ‘to rhetoric we have heard/from both political
parties, during the campaign and echoing/ in Congress, “enterprise
zones™ are the federal prescription to the woes in distressed
arban and rural communities., However, discussions held,
proposals put forth, and certainly the name itself, largaly
suggest that the "zones* are primarily an entrepreneurial
undertaking based on the assumption that attracting business to
an area assures resurgence. The pxemise is flawed. Congress
signaled their recognition of this fact by introducing the
concept of linkages between enterprise/zones and social services,
housing, crime and community policing initiatives, and
infrastructure. Not only is this approach politically viable but
also it is intelligent socisl and aco?omic policy.

HOLISTIC APPROACH ;{

' Our proposal 1s based on the thasls that a severely
distressed area cannot be ”re«vitalized“ without a conprehensive
approach. Over the past thirty years, we have learned that
isolated, eplsodic effortes are destined to fail. A holistic
approach which addresses the mnltiufaceted needs of the
Individual and community is the apprcprzate responga. Because
the plethora of ills in our cities —- crime, welfare dependence,
infant mortality, substandard housing or no housing, and a
- propensity among residents for substance abuse, have persisted
through, literally, generations of people now, long-Lerm recovery
of our c¢ities can no longer be predicated on urban economic
activity aione, i

A close look at urban distressed areas would reveal that
blxght and egregious circumstances drove out economic activity,
therefore to attract and sustain such activity, the blight and
distress must be eradicated. Thia is nc longer about the
availability of jobs alone -- it is about a community’s capacity
te thrive and to be an 1ncubatorffor healithy, productive and
skilled residents. IBM will not /be lured by a package of
financlial incentives into a drugfand crime-ridden area whose
residents are primarily under-trained or under-educated and
dependent on govéernment Buhsidles Certainly, the financial
package would not be the impetus for such a move, hecause the
presumed costs -- increased security, excessive job training =~
would surpass presumed savings.

H.R. 11, vetoed last fall,' and now, 8. 100 ocffers at least
the recognition of the need for a comprehensive, enhanced
approach by increasing current{servicea. But the missing element
is the common thread which ties these services together in an
intaqxated holistic approach that guarantees the woman who
receives prenatal care, receives WIC and her child attends -}
Headstart, or that gu&tanteaaja disenfranchised man receiving
substance abuse treatment, re?eivea job training, job placenment

i
i

|
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and day care services, The needs of an indiviéaal are
interdependent, as sre the needs of a aa&maﬁiay‘ If a community
has good paying jobs, decent housing, adequate security,
innovative schools, recreational ocutlets and support
organizations, it is thriving again. mhia discussion must be as
much about the disenfranchised Amexican aa it is the
disenfranchised community. If it is not,|any approach will fail.

To be sure, the approeoach we propose does not necessarily
require additional resources (beyond tax incentives and the
appropriated $500 million), but the battar coordination of
existing resources. This propesal woanld davaiop a master plan
for the area and focus federal funding programs while
coordinating state and local funds. Thazthxust of the effort
would be opportunity through econonmic d&v&lapment with the
Enterprise Zone as the catalyst, ?a&&xai funds such as (DBG,
HOME, Section 8, Youthbuild, JTPA, caﬁmanxty development banks
{when created) and child services would provide the
infrastructure and enhancements. One of the essential components
is access to capital, (D banks is one such vehicle.

OUTLINE

The outline provided here attempts to establish a {ramework
for such a discussion and a basis for tha proposal. A community
will qualify based on distressed criteria and, sspecially, the
specific plan of action for comprehenaiva revitalization, with a
strong emphasis on integration of current services. This
approach recognizes that different communities depending upon
geographic location, racial make-up, xnduaﬁxiai base, and other
factors have problems and needs unigue ta that area. The plans
must provide the stratagy for 1ntegraﬁiﬁg services in a way which
stresgses self-help and tax incentives to their maximum benefit,
bkoth through comminity based inxtiativ&s

included . in this outline is a propoaal for targeted
community lending activities «- which wnuld address President
Clinton’s promise of establishing cammunity development banks.
Clearly, a community cannot sustain its&lf economically, if it
does not have'a lending network. This discussion must include
making available access to basic 1ending seyvices, legitimate
credit services. Many distressed communities have no bank
branches and residents rely on checkwcashing services to cash
their basic income checks., An appro&ah must be multi-pronged =-w
to include CRA enforcement; basic banking laws; support for non-
traditional ingtitutions and strong Gs§ lLaws .

While the enterprise gone propasai 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 bhe free-standing. However, we
suggest 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

Number: ! It is our sense that you|start with fewer --20
-=- and every two years increase this number. Two years
allowe time to change the Competitlve rounds in such a
way that reflects the successes and failures of active
zones, Basically, what you have ie a demonstration that
graduates into a permanent program.

'Size: No more than 20 square miles within no more than

3 non-contiguous areas for one zfne.
Length: The zones willl benefit from the tax incentive
package for ten years.

Deeignat;on: The secretary of HUD would designate the
urban zones, the secretary of Agriculture the Rural
zones, and the Secretary of Interior the Indian
Reservation zones.

Selection

Applications will respond to RFPa 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.

Applicants will include in the application:

-=- Integrated, comprehensive and [innovative program
which links services; jobs and community security.
Communities must be given maxlmum 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 aesure input and parti-
cipation by communities within the 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. Cemmunltiee must account
for all money requested and demonstrate use.

REVIEW -- HUD, Agriculture and Interior will be

responsible for monitoring, aeseaelng and providing
technical assistance to their respective Enterprlse
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zones, It is possible to provide for a mid-temn
svaluation by the departments in the language. Becanse
this proposal does provide maximum flexibility to
locals, the locals must receive renewal approval by
their department every itwo y&arsf The depariment would
have the option of not continuing the enhancements and
block grant, if it determines the monies are not well
spent. But, howevey, the zone will benefit from

the tax package for the duratianiaf the ten years.

-~ There must be a program or strategy which provides
an Inventory of all community based self help
organizations and rescurces. ?or oxample, the SBA has a
program called SCORE. SCORE is a network or retired
executives which offer their aasiatance - frae of charge
~ to people who wish to start a small business. There
are many, hundreds, of such tools The applicant must
include a data-base or clearinghouse which keeps
inventory of all available resources toO be easily tapped
into by any community member.

-= Program to ensure rehabilitation of publicly owned
buildings and program to addresa-yaaan&i&a in mulei-
family and single-family properties.

-= Local lending program {(see item I11X}.

-~ Strategy to include minority owned businesses in the
contracting of any activities pxaaux&& by any
beneficiaries of the tax incentive packaye.

Furthermore, we should consider m&n&ating & paresniage
of such services from businesses within the city in
which the zone is located {when available}.

- Strategy tc demonatrate an active program which will
develop an environment which feat&rs business creation
~=SUCh as mzcroenterprzaes«wrather than simply
attracting ijobs. One waey is thtnagﬁ microenterprise,
another is, perhaps, using universities and technology
transfer activities.

1. Pederal R&le

A

Bepartmental Strike Force -- The zone legislation would
establish an interagency task force. The Secretaries of
Agriculture, Commerce, Education,lHUD, HHS, Justice,
Treasury, Transportation end other agencies would sit on
the Task Force. Each departmental Secretary will have a
staff person who serves on the task force and 1s
atrictly responsible for coordination from within that
agency foxr zone responsibilities,
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Therefore, a benefit of designated zones will be
agsistance within federal bnxaaaaxaay in voordinating
current services on the local level.

Tax Incentives -- (to be provided).

Enhancements -- The enhancement pgakage included in HR
11l would be needed. President Clinton has recommended
already’ that many of the HR 11 targ@tad programs receive
subgstantial increases in FY94 funding. The key is
matching current services in such|a way that an
individual’s needs are completealy! address.

Block Grant -~ The blmck grant could be granted to
zones., It would be given with minimal restrictions -
davis bacon, environmental, fair and egual employment -
and foxr the purpose of implem&nti?g a holistic strategy.

I11. Community Lending -- A Federal Action Plan

A,

Incyreased federal support for ﬁoﬁmtra&itianal financial

institutions

Community Development Banka’

Community Development Credit Unions
Community Development Loan Funds
Micro-business development programng
Nonprofit Community Develop$ent Corporations

. Enforcement of the 1977 Community Reinvestment Act

See¢ 11/92 Report by Senate Housing Subcommittiese

Emphasize performance over process
Tighten standards for CRA evaluations
Increase training for CRA Kxamiﬁ&rs
Enforce other anti-discriminatory laws

Enforcement of the 19%2 GSE Rgfcrmgkat

Enforee affordable housing §Qala
Enforce central city goals
Enforce special goals {expanszion ¢f new products)

Expansion of affordable housing activities of PFaderal
Home Loan Banks

Enforcement of Pair Housing Act and other laws
combatting mortgage discrimination

Increased' regulation of consumexéfinance industry




G. Enact m&éﬁiﬁgﬁai check-cashing/basic banking
legislation

H. Consolidate/Simplify federal subsidy programs

I. Conduct oversight of insurance industry; review
regulatory options.

HUD RESQURCES -~ On Friday, 2-26-33, we will provide you with a
complete invantory of HUD programs which wculd fit into an
enterprise zone proposal. This will include the Office of
Enterprise Zones at HUD; the Economic Development Technical -
Assistance program which is a 526 million annual discretionary
fund for technical assistance in communities; and the 1992
Housing Aot authorization of a Community Investment Corporation
program to be housed at HUD. Please see attached papers on
gnforcamggg cf CRA Reform and HUD Technical Assistance awarded
or FY 1 .




Community Reinvestment Act
Short Term Legislative and Administrative Agenda

This memorandum outlines a series of short~term initiatives that the
Clinton Administration could take to fulfill its comimezzt to strengthen the
Community Reinvestment Act (CRAJ and at the aame time provide greatly
sxpanded resources for reinvestment in our zrmer cities and other arcas that
are starved fﬁl“ capital. The recommended actions would:

increase cmperanen between the private|and public sectors in order to
increase significantly access to capital in zreas that are currently
undarserved; .
improve implementation and enforcement of CRA and other
antidiscrimination statutes such as the Equal Credit Opportunity Act
and the Fair Housing Act; and

streamline 'the process, thus eliminating unneeessa:*y paperwork

The Senate Housing Subcommittee has gust; cornpleted a review of CRA,
analyzing its effectiveness, the complaints expresseé shout it, and areas where
zmprovamezzts might be necessary. The concluswn the Subcommittes reached is
that there iz no reason to change the law. As written, the law ;zmvxdes
adequate flexibility and guidance. What is dasperateiy needed, however, is a
strong commitment to 1mp!az:zzent and enforce the law — a commitment that has
been markedly absent in the last twelve vears. |

CRA is probably the most effective tool the Federal govemment PoSSesses
for increasing private lending. Despite the mgulatory agencies’ record of
inconsistent and law enforcement of CRA, community organizations have had
grest success in forging parinerships with the private sector. In the last 15
years more than 330 billion has been committed gfm’ reinvestment in areas
traditionally ‘underserved. With clear support from the Administration, the
potential regources for reinvestment in our inner|cities and other capital-
gtarved aress multiply dramatically,

The agenda described below provides an acfa(m plan for the

. Administration to implement the law effectively, ehrmnate the overemphasis on
paperwork and process, and expand exponentially the partnerships between the
public and private sectors,




I Increase Cooperation Between the Private and Public Sectors

The most z:z:zportant step that the Clinton Adnumstra‘hmn can take is
reaffirming CRA’s goals, ie., that financial mstltut:wns have an affirmative
and continuing obiigatmzx to help mest the credit needs of the entire
community in which they are chartered. Knomg that the Clinton
Administration views CRA as a priority will provide tremendous incentives for
financial institutions to increase their CRA sfforts.

Recommendations:

* Encourage stronger commitment from the agencies. To ensure
that the Administration’s pledge is implemented, obtain commitments from
nominees for the FDIC, the OCC and OTS to implement and enforce CRA.

* Encourage financial institutions to mitiate private agreements
with community groups. The regulatory agencms should take a more active
role in monitoring and enforcing these kinds of agreements and giving greater
credit in CRA evaluations,

* State clearly the role of community development banks. The
Administration needs to state that while the Administration sirongly supports
community development banks, partaczpai:mn in them can only he considered
one component, of a financial institution’s CRA program, Financial institutions
must not be allowed to buy out of their CRA obligation.

II. Improve Implementation and Enforcement of CRA

President-elect Clinton has pledged o strengthen CRA. Since the law’s
enactment in 1977, the record of the regulatory agencm& has been one of
indifference and maghgence Only when Congress forced public disclosure of the
CRA evaluations in 1889 as part of the Financial Institutions Recovery, Reform
and Enforcement Act (FIRREA) has greater eﬁ”erz been made by both the
regulatory agencies and the financial mstatui:wns to meet their CRA obligations.
While some progress has been made, much still remaing to be done.

&m
* Emphasim Performance

Regulators;and financial institutions have faczzsed too much attention on
process rather than performance. This approach’ has led to excessive
documentiation, but more important, it has szzbverted the intent of CRA.

Rather than concentrating on developing ;zmgrams to provide loans to its entire
delineated community, the financial institutions are caught up in documenting
how often their officials atiend CRA seminars and the number of times CRA
‘was mentioned &t & board meeting. 'To reorient the focus to CRA’s intent -
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reinvesting in the communities and neighborhoods in which the financial
institution is chartered - the following steps sh{miki be implemented:

- Incorporate CRA into the financial mstrtutwns 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. Currentiy; many banks
fail to use the data collected for CRA comphaz}ce ]aithough the information
pertains directly to the bank’s business, i.e., market penetration, success of
marketing efforts, market opportunities. Tc encourage greater mtegratzcn of
CRA, regulators should evaluate financial institutions’ efforts o incorporate
CRA into their business strategy and include this assessment in the
institution’s rating for CRA compliance. :

- Clarify CRA’s goals to ensure distinction’ betwesn CRA and charitable
activities, Clearer understanding of CRA's goalsjwi}i help to streamline the
process and eliminate marginal activifies, Regulators must also insist on a
precise definition of what constitutes appropriate|activity by the financial
institution to ascertain the community’s credit needs. Normal business and
social activities will not suffice.

-- Implement the guidelines issued by the Federal Financial Institutions
Examination Council (FFIEC), particularly those|pertaining to necessary
documentation, pertinent data, antxdzsmmmauan and fair lending. Many of
the current complaints about paper work could be resolved if the financial
institutions and the regulators would xmplemaﬁzf emsung guidelines. For
example, as a matter of policy, all the regulatory agencies can and do
distinguish between the capacity of small and ldrge hanks to produce
documentation, New guidelines were issued t.hzs year to clarify what s
required documentation,

* Tighten Standards for CRA Evaluations

-+ All the regulatory agencies’ CRA evalua’i:wzzs reflect severe grade
inflation. Currently, 89 percent of all financial imstltut:wzxs received &

- 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 the regulatory agencies for meeting those
same credit needs indicates that the rating system is badly skewed. Failure by
the regulators to distinguish between those institutions that actuslly are
meeting their CRA obligatiens successfully and {those 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 assesmng the institutions’
performance. - Thus, the regulatory agencies need to impose more stringent
standards on the CRA compliance evaluations,

-~ The CRA evzluation is the basic mechamsm for enforcing CRA. The
quality of current CRA evaluations, however, range from excellent to 2
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unacceptable, All the agencies need to fulfill the requirements of FIRREA and
the Federal Deposit Insurance Corporation Improvement Act (FDICIA) to ‘
provide the relevant facts and data that suppert the conclusions of the CRA
gvaluations. In addition, the agemmes need to tram their examiners to provide
cogent analysis, Finally, the agencies need to be willing to take much stronger
enforcement action against those institutions that zii& not meet their CRA
phligations.

- Currenﬂy, the regv.ﬂatcry agencies rely too heavily on information
provided by the financial institutions. Examiners can contact commmunity
organizations to verify the information, but oﬁ:en' whether they do is
digcretionary. In order to provide a better perspectwa on the credit needs of
the community and how well the financial mstltutmn is meeting those needs,
input from local community groups should be reqmmd for every CRA
evaluation. :

- Regulatory agencies have been far too reluctani to impose penalties for
non-compliance with CRA reguirements. Thus, non-performing institutions
have little incentive to improve. The regulatorylagencies must be more willing
wrdmake use of existing touls avallable to them, incduding cease and desist
orders.

* Improve and Increase Training for|CRA Examiners

- Review of CRA 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|more likely to fail to
distinguish between necessary and unnecessary data, making the process more
difficult for the Hnancial institution. Ii is essential that CRA examiners receive
mors thorough and exiensive training.

* Ensure Adequate and Accurate Data/Improve 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 performance. This is detrimental to
the financial institution a5 well as to the communities it serves. The
regulatory agencies must improve their oversight of HMDA data collection,

-- Community groups have played an instrumental role in the successes
of CRA, yet their sccess to information and daﬁa often is limited. The HMDA
data are provided in a formasat that is pwhxbzi:zveiy expensive for most
ergamzahcns aﬁé often they can only ei}tam it ‘months after data have been




collected. The agencies should provide HMDA data in a timely format at a
more reasonable cost,

- Access to the public CRA evaluations is alse hmited. Instituting an
800 number, similar to the one available for call reports, would greatly
alleviate this problem.

~ 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
CRA pertaing fo 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 xwzze of the financgisal
institutions in the area were held amuntable by the regulatory agencies,
indicating a severe bias on the part of the institutions and the regulators.

* Enforce CRA and Other Antidiscriminatory Laws

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

-~ The Department of Justice developed a model in its case against
Decatur Federa]l Savings and Lean in Atlanta to| use in other similar instances
of apparent viclations 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 their CRA obligations. (With improved
standards in evaluating CRA, financial institutions that are meeting their CRA
obligations should receive clear indications as to|whether they are in violation
of ether antldzsmmmatory laws.}

o Congress has reqmred that patterns or zm%an{:ea where there is reason
to believe that discrimination exists under ECOA must be referred to the
Department of Justice. The Clinfon Adnumstzrai;wn must engure that
regulatory agencies adhere to the law. :

Ifl. Eliminate Unnecessary Paperwork

The criticism leveled at CRA pertains exclusw&ly to the process,
Implementation of the recommendations listed under I and I will significantly
improve the process by reducing the paperwork, izmd make the process more
predictable and reliable. Among the most pertinent steps to take are:
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- gmphasize performance over process, and

- integration of CRA into the bank's business strategy,

- implementation of the Cczzg?essionally«vmainéated chaz'zges of FIRREA
and FDICIA and the subsequent FFIEC guidelines.




Status of Economic Development TA Funding
as of 175793

A. Sources of Punds

1. $14 million of Technical Assistance funds was earmarked
for economic development activities by the Conference Report
on the HUD Appropriations Act for FY 1981, The specific
project areas to be funded were defined in CPD’s Technical
Assistance Strateqy for FY 1991-1992, approved by the
Secretary in May 1991.

2. An additjonal $12.1 million was made available during FY
1932 from recaptured UDAG funds foq Technical Assistance To
Eapower Low-Income Raaidenta, Especially in Riot-Damaged
Areas of Loas Angeles and in Connection With Enterprise
Zones. (Per Frank Keating’s May 8, 1992 memorandum to
Randall Erben)

3. Total Currently Availahle - 826,17 million

B. Uges of Funds

1. The oricini mitlio

$ 1,000,000 - transferred to HES, 9/91.

COC contract, 1793, ‘
total announced to date out of the $14 million

995,670

$ 9,912,757

$ 2,500,000 pending for Empowerment coop. agreement(s)
$12,412,757 = total announced and pending award

1,474,069 - 3 IQC Task Orders, 5/92.
473,000 - Weszt Dallas anapexatxve agreement, 9/92.
1,484,849 - Securitization contradt, $/52.
500,000 ~ Celonias contract, 9192.
2,000,000 « Hesident Sel£~ﬁm?laymant grants, $/%2.
500,000 - added to MBE contract, 9/52.
1,483,169 ~ Youth Self~Employment [grants, 11/92Z.

§ 1,587,243 - remaining for three projects on hold
{Clearinghouse, Creatlve Financing and TA for
Self-Employment winners)

e additicona 12,3 million:

$ 4,000,000 ~ LA County grants, 5/92.

6,248,133 - Other Entitlement grants, 9/92 and 10/92,
1,306,667 - State grants, 9/%2. |
$11,554,800 ~ total announced to date out of the $12.1
. &
$ 545,200 - pending for two additional Entitlement grants,
$12,100,000 - total announced and pending award
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February 16, 1%3%3

President Bill Clinton

The White House

1600 Pennsylvania Ave., NW
Washington, D.C.

Dear Mr. Prasident:

I plan to introduce the Waters “Urban Ycuth and Young Adult
Empowerment Initiative® this week, Th;s four bill paakage i8 an
integrated, comprehensive set of praqrams designed o give inner
city youny people a fair chance to empawer thenselves.

In particular, I would like to call your attention to two

specific pieces of l&qzszatzon which camprlﬁe 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 consider soon.

First, the "Neighborhood Infrastructure Improvement and Inner
City me Creation Act® takes the idea of repaiving infrastructure
and assures that the economic benefit to be derived both in terms
of jobs and the placement of the physimal improvements reaches
inner cities. ) Too often, 1nfrastructure jobs amploy only semis-
or highly skilled workers in specific crafts. My legislation
targets high pmverty areas for nore modest physical isprovements
and heautification, and would employ wcrkers whe do not
necessarlly know a trade or even have prevxaus wOTK éxperisnce.
This is a cruc}al component of any economic stimulus strategy.

Second, I have' included the "Job and Life Skills Improvement
Act." This bill is based on a job training program that was
contained in the urban aid bill, passed by both Chambers and
vetoed last year., It was the only newly authorized progran

ained in that legislation, This program is a stipend-based,
comprehensive service training progran which serves pecple aged
14 -~ 30 vears of age. As you know from touring the Maxine Waters
Employment Preparation Center last year, there is an incredible
demand for this approach to job training. Moreover, by earning a
wage, parzia£pant5 could afford to learn a skill., Stipends are
an integral slement of any broagd-based training program for poor
compunities.
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I would hope you would seriocusly cona;dex working these two billg
They are

into the proposal you will offer CQngress next week.
both absolutely necessary parts of a program to include poor
people and unskilled workers in a program of natxonal econonic

renewal. I lock forward to working with you in the near future
te solve these most difficult prablemsﬁ

Sincarely,

MAXINE WATERS

MW/ b f
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IN THE HQUSE OF REPRESENTATIVES

Ms. Warens inwroduced the following bill: which was refarred 10 the
' Committee on |

| A BILL

To provide grants to cities to establish teen resource and
education centers to provide e;{iuem:ian, emplovment,
recreation, social, and cultural awareness assistance to

a.t-:!risk youti.

Be it enacted by the Senate and House of Representa-
é’it{es of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

© This Act may be cited as the “Teen Resource and
Educarion Centers Act of 1993"".

A" T - VI O
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SEC. 2. GRANTS TO CITIES TO PROVIDE EDUCATION, EM.

; PLOYMENT, RECREATION, SOCIAL, AND CUL-

i

’ TURAL AWARENESS A.éSISTAN CE TO AT-RISK
| YOUTH.

- The Secretary of Health and Human Services, in con-
sultation with the Secretary of Education, shall, from
amrizz'zxts appropriated under section 10, provide grants to
nct mare than 10 selected cities fez;' the purpose of assist-
ng sue.b. cites m esta,bhshmg and operatmg teen resource
and education centers in such cities to provide edur::at:ion?
employment; recreation, social, and cultural awareness as-
sistanze to at-risk youth.

SEC 3. APPLICATION. -

- Tg receive & grant under section 2, 3 city shall submit
to the Seeretary dn application in such form and contain-
ing such information as the Seeretary may require.

SEC. 4 TEEN RESOURCE AND xz}zzcxmozii CENTERS.”

" The Secretary may not make a grant under seetion
Qzaamtyzmles& thecxtyagreestbazmmﬂuseaﬁ
amounts received from such grant to establish and oper-
ate, in conjunction with local social service agencies, at
le;asz 2 teen resource and edmti?n centers in such city
to farcmide edueation, azzﬁpioyment,f reereation, social, and
cﬁlmral awareness assistance to ai»risk youth. A teen re-

sourge and education center established and operated
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1 using amounts from a graat under section 2 shall, at a

2 minimuam, meet the following requirements:

3 {1) EDUCATIONAL ASSISTANCE.~The teen re-
4 source and education center shall provide edn-
5 cational Me to at-risk youth for the purpose
6 e i

7 {A) providing inforzln‘aziion on iﬁst;it:uti:ms
8 of higher education to a.i}:l-risk youth interested
9 in attending such insttutions;

10 ‘ © (B) establishing a slc&aim'ship seqreh and
11 = resource program at the| center to prowvide as.
12 sistance to such youth in the preparation of fi-
13 nancial aid applications; scholarship applica-
14 tions, and other .r:weileva::f?v forms and appiica-
15 . tions; and

16 (C) egtablishing and carrying out pre-
17 paratory courses for high!school gquiva}ancy ex-
18 A aminations and college entrance examinations
19 at the center.
20 {2} EMPLOYMENT AND SEILLS TRAINING AS-
21 SISTANCE.—The teen resource and edueation center
22 shall provide employment and skills training assist-
23 ance to at-risk youth by hirmg teen peer counselors
24 to—
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{A) provide training to such youth in basic

job skills, including interviewing, personal ap-
pearance, and communication with coworkers
and superiors;
(B) provide job referral services to such
youth; and ‘
(C) establish job banks for such youth by
providing listings of job openings in local busi-

nesgas,

(3} RECREATIONAL OPPORTUNITIES.—Lhe teen

- resource and education center shall provide rec

i reational opportunities for at-risk youth by-—

(A) establishing sports teams for such
youth and seeking financial support or SPOnSOr-
ship of such teams from iaeal businesses;

{B) establishing a ga.rden at such center to
give such youth a chance to work together to
achieve positive results from their efforts and to
distribute the food harvesl,ted from such garden

“to the families of such }'!Luth and to neighbor-

hood soup kitchens; and
(C) establishing and Ican‘ying out a reading

program to introduce such youth to the impor-

tance of reading.
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‘tural awareness of at-risk vauth by

5

{4} DEVELOPMENT OF SOCIAL SEILLS.~The

“teen regource and edueation center shall provide for
the development of the social skills of ar-risk vouth

(A} hiring adult counselors and providing
support groups at such center for the purpose
of counseling such youth on soecial and personal
1ssues, Including issues relfa.t:ing tom—

(i) problems facing young minorities;

{1) teen-age pregoancy, including
pregnancy pr&venz:ion!i and pregrancy man-
agement;

(i) unemplovment;

{tv} crime; and

(v} sex edueation, including education
relatmg to acquired immune deficiency
syndrome (ATDS); an!d
{B) sponsoring trips for such youth to mu-

seums, State capitals, concerts, plays, and other
eultural and educadional STW and events.

(5) CuLTURAL Awmmgs e L€ LREN TESOUTCE

'_a.nd educamn center shall assxsz; I ra:zsmg the cul-

{A) establishing and| carrying out classes
on the history and culture of African-Ameri-
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cans, Hispanics, and other cultural groups te

supplement courses taugillt in elementary and
secondary schools and to bolster the social and
personal self-esteem and| pride of such youth;

and

. (B) encouraging such youth to produce
playﬁ, stortes, and mar}!; that refiect their cul-
tural heritage and pride. ‘

(6] FINANCIAL ASSISTANCE TO COLLEGE GRAD.

'UATES WOREING AT TEEN RESOURCE AND EDU-

' CATION CENTERS.~

i
:
¥
!

i

(A I GENER&Z:,&M'?}A& teen resource and
education center shall pf%z}vide financial assist-
ance from amounts received from a grant under
section 2 to graduates of institutions of higher

edueation who work fulLti‘ime at such center for

the purpose of asmstmg such graduoates "to
repay stndent loans obt:aizééd by sueh graduates
to attend such schools.

(B) AMOTNT OF“ WT&NOE.MT}R center
may provide financial assi?smc§ under subpara-
graph (A} m an a.&imt eie;zzal to not more than
25 percent of the total axx:imzzzt owed by a grad-
nate during any year that such graduate is
working at such center for the repayment of
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student loans of such graduate. Such assistance

may be provided to a graduate for up to 4 vears
that such graduate is working at such center.

8EC. 5 CITY REPORT.

The Seeretary may not make| a grant under section

2 to a city unless the city agrees that it will submir, for

any fiscal year in which such ecity receives a grant under

such seedon, a reporty to the Seeretary describing the use

of such graut, including-——

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

, ance at each teen resource and education center es-

- tablished in such city under se?t:inn 4:

(2} the types of services

by such at-risk youth; and

and referrals reesived

(3) any other information the Secretary deter-

mines to be appropriate.

SEC. 8. SBELECTION.

(a) IN GENEBRAL.~The Secretary shall select cities

to receive grants under section 2 whéieiz have a large num-

ber of at-risk youth.

;{b} GEOGRAPHIC DIvErSITY~To the extent prac.
ticable, the Secretary shall make grants to cities under

secf:ion 2 in & manner which will eqn!it:a.hly distribute such

grants among the various regions

of the United States.
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SEC. 7. ALLOCATION.

p . .
.V The Secretary may not malke

10 for that fiscal year.

SEc;s REPORTS.

2 in a fiscal year to any eity in an

tem?:t, report eantanmng—
(1} 2 eompda.tmn of the

BLLC

a grant under section

amount totaling more

tb.an 10 percent of amounts apprépriated‘m}&er section

~(a) INTERIM REPORT. ~Not later than J anuary 1

}.99:; zhe beeretarv sha.ll submlt to the Congress an in-

information ccntaimd .

; 'in the city reports received by the Secretary pursu- .

%
. ant to gection 5; and

{2)a pracess evaiuat::an af the effectiveness of

the grant §>mgz~am

(b} FnaL RE:?OBT-MNQ%, later than January }»‘
3996? the Swr&tw shall submit tx]) the Cfmgress a fmal
!

(a,}: . ‘ .

H

SEC 9. DEFINITIONS,
i

report containing the information deseribed in subsection

:For purposes of this Act, the following definitions

apply:

| * (1) AT-RISK YOUTH.~The term “‘at-risk youth”

: | :
imeans individuals who have attained the age of 10

tbut have not attained the age
‘aeity in which—

+

of 22 and who live in
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1 (A) drug and gang 'activity, or other vio-

I3

lent community aectivity, are prevaleny

3 {B) a large number|of youth are uniikely
4 to ‘_cozzzp}ete an elementary or secondary edu-
5  cation;

6 (C) a ia.rgve anumber of youth are runaway
7 or homeless vouth;

g (D} a large number| of individuals recetve
G : public assistance; and

10 ' (E} a large number of individuals are sin-
11 'gle parents.

12 (2} INSTITUTION OF EIGHER EDUCATION ~-The
13 term “institution of higher education” has the
14 ;mean‘m given such term under ssetion 1201(a) of

15 the Higher Education Act of 1565,

16 {3} SECRETARY.~The term “*Secretary”’ means
17 the Seeretary of Health and Hxiz.ma.n Services,

18 SEC. 10. AUTHEORIZATION OF Apmpi'mnom,

19 (a) IN GENERAL —There is authorized to be appro-
20 priated $350,000:000 for each of the fiscal years 1984
21 and 1995 to carry out seetion 2.
22 E(b) AVATLABILITY —Amounts| appropriated under

23 subsection (a) shall remain availablejunti expended.
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IN THE HOUSE OF REPRESENTATIVES

Mg, Warers intreduced the following bill; swhich was veferrsd to the
Committee oo |

, A BILL

To provide employment opportunities to unemploved individ-

uals in high unemplovment areas in|programs to repair
and rencvate essenfial commurnuty facilities.

1 Bé it enacted by the Senate and House of Representa-

]

tives of the Uniled States of America in Congress assembled,

SECTION 1. SHORT TITLE.
; _

This Act may be cited as the “Neighborhood Infra-

structure Improvement and Inner City, Job Creation Act”.

G W B La

SEC. 2. jﬁswwusmwr OF GRANT PROGRAM.

The Seerstary of Labor (1n tlusjAect referred to as

.}

[ 4]

the “Seierezaxy’ ") shall provide grants to eligible adminis-

Wt

trative entities described in section 3(a) for the purpose

l
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of establishing and earrving out programs that provide
emplovment opportunities fo une{ﬁpie}'ed individuals
through payments for labor and reiiamci costs associated
with the repair and renovation of eméential community fa-
eilities.
SEC. 3/ ELIGIBLE ADMINISTRATIVE ENTTIIES.
{a) IN GENERAL.—An administrative entity shall be
ehglble to receive a grant under sectxon 2 1f the entity igem
(1) a private mdustry cmmml {deseribed under
saction 102 of the Job TranunggParmwsiup Aer (29
US.C. 1512)), ‘
" (2) a unit of general loca government,
{3} 2 nonprofit private orgapization, or
(4) m the case of a grzzn% involving a Native
American Indian tribe or Alaséa Natve Village, a
grantee designated under subsection {¢j or (d) of
section 401 of the Job Traizﬁng%?marsiﬁp Act. or
a }:ozzsarzim of such grantees zznd the Stats,
that serves 1 or more eligible jurisdictions described under
sabsec{::igzz {b}.
(’{}:) ELIGIBLE JURISDICTION.—an eligible jurisdie-
tion ﬂle!serébed under this subsection 1s an area which has
a poverty rate in excess of 30 percent and which is—

{1} a unit of general local' government wluch

has a population of 50,000 or more indrviduals; or
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{2} a Native American Indian trmbe, band, or

group located on a Federal or State reservation, the

éklahcma Indians, and any Alaska Natrve village or

gfoup as defined in the Alaska ""i‘at;rve Claims Settle-
ment Act, having a governing balc}}*,

(¢} §?RI<}RI'Z‘Y:‘—IE selecting zzdzminiscrazive entities
&esez*}i?&é in subsection {a) t¢ receive & grant under section
2, priority shall be given to adminisitrath'e entitles that
grve assurances to the Seeretarv in the appheation submuit-
ted under section 4 thet such entities will give priority
to i_ndgviduals who are low-skilled workers in selecting indi-
viduals to participate in programs established and carried
out bytszzck_ entities under section 5{a).

SEC. 4.; APPLICATION.

Tj?lﬁ% Secretary may not make algrant under seetion
2 to an eligible administrative entity unless the entity sub-
mits to the Secretary an application m such form and con-
tainmg such information as the Seereém“ may require,
SEC. §. USE OF AMOUNTS.

{a} Iv GENERAL.—Except as provided in subseetion
(b}, ti‘;e Se¢retary may not make a |[grant under section
2 to an eligible administrative entity unless the entity
agrees that it will use all amounts|received from such
grant im establish and carry ount a program to provide

wages jand reiated emplovment benefits to ehigible mdind-




FAM\WATERSA\WATERS.042 HiC

AT o B B O T U % % I

St
L)

11

4

nals deseribed in subsections (a} and (b} of section & for

the purpose of emploving such individuals to repair and
renovate essential community facilities that are located
within the eligible jurisdiction that the entity serves.
weludinge—
(1) painting bridges;
(2} repairing and renovating public buildings
and other community faecilities! ncluding publie hi-
braries; |
' (3) repairing and renovating publie housing
o
{4) repairing water systems and water develop.
ment projects;
{3} erecting or replacing traffic control signs
and removing road sign obstruetions:
(6) replacing school. crossing, Interseetion, and

other road surface markings:

(7) repairing roads and streets;

{8} repairing and renovatng parks and play-
grounds;

{9) installing and repawing drainage pipes and
eatch basins in areas subject to Hooding;

(10} installmg graded ramps for individuals

with disabilities; and
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{11} weatherizing community factlities and car-

fying out other energy conservation activities.

(b} ADMINISTRATIVE COSTS ~vot more than 25 per-

1

ceﬁt of amounts received from a grant under section 2
for any fiscal vear may be used for t‘he cost of administra-
tion and the acgquisition of supplies, tools, and other equip-
m&nt;

SEC. 8. ELIGIBLE INDIVIDUALS,

(a) IN GENERAL—An individual shall be eligible to

participate in a program described in section 3{a) only f

the individual—

{1) 1s an ‘unemploved individual at the time of.

enrollment n such program;

{2) has been unemployed. at & mmimum, for
the duration of the 15-week pe'riod immediately pre-
c{eding the date of such enrollment; and
' (3} has made a good-faith attempt to obtain
éjmpiﬁ}*znent during such 15-week period.

{b) ADprTIONAL REQUIREMENT FPOR SECONDARY
i

SCHEOOLAAGE INDIVIDUALS —

{1} IN GENERAL.—In ad{;ﬁtiz}zz to meeting the

H

requitements deseribed in subseetion (), a second-
:

ary school-age individual shall be shgble to partici-
pate in a program described 1 section 3{a) only if

the individual has net attended a secondarvy school
i

t
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for any part of the 8-month perzed immediately pre-
cedmg the date of enrollment i 1r|. such pmm
. (2) SECONDART 802"1001.:«;&(?13 INDIVIDUAL DE-
I?'J:NED —-Por purposes of parz,;tgmph (1), the term
“secondary school-age individual” means an mrima-
ual who has attained the age of 16 but has not at-
zamed the age of 20. !
( c} PrIoRITY ~In selectmg individuals {iese“zbed in
szzbssefztwns {a} and (b) to participate mn a program de-
seribei_d in section Hi{al, pribrity shall be given to the indi-
vidzza.!s who, at the time of selection to the program. have

exhausted or are otherwise not elgible for unemployment

msurance benefits, partienlarly those individuals whe have

been t}nemplo}'ed ;fg;zr the longest periods of time preceding
the date of their selection to the p: ng;'a.m
SEC, '2'. NONDISCRIMINATION, |

No individual shall be excluded |fr0m pmicépatibn in.
damecll the benefits of, subjected te d;scz imination under,
or demf:cl empiovzzzmz m the admimstration of or n con-
neetmp. with any program described in section 5{a} be-
cause of race, color, religion, sex, national origin, age. dis-
&bﬂi‘{?}‘;, or political affiliation or belief.

i

SEC. 8! LABOR STANDARDS.

The labor standards deseribed under section 143 of

. the Job Training Partnership Aet (29 U.8.C. 1533) shall

: |
i

|
i
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apply tor purposes of a program established nnder section
3(a).
SEC. % MAINTENANCE OF EXPENDITURES.

The Secretarvy may not make al grant under section

2 to fcuz eligihle administrative entity unless the entity
agrees that 1t will ma,mzazzz its agéregate expenditures
from all other sources for employing individuals to repatr
and renovate essential community facilities at or above the
avera.g%a Jevel of such expenditurss i the 2 fiscal years
preced;ing the date on which the entity-submits an applica-
tion m;xder sectlon 4 to the Secretary.

SEC. 10. REPORT.

The Secretary may not make a grant under section -

2 to an eligible administrative entity unless the snLiey
a@ees: that it will submit, for any ﬁs;ézaé vear in which the
sntity receives a grant under such section, a report to the
Secretary describing the use of such grant and anv other
information the Secretary determines to be appropriate.
SEC. 11. AUTHORIZATION OF APPROPRIATIONS. ‘
(a) IN GENERAL.—There is authorized to be appro- -
priated to carrv out section 2 $5,000,000,000 for fiscal

yvear 1994 and such sums as may be necessary for each

sneeeeding fiseal year,
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1 (b} AVAILABILITY. —Funds au?horizef:} to be appro-

2 priated under subseetion {a) shall remain available until

3 expended.




THE WHITE HOUSE
WASMINGTON

February 21, 1993

MEMORANDUM FORrGENE SPERLING AND BRUCE REED
FROM: B FAUL DIMOGND
SUBJECT: A PLACE CALLED HOPE

i

I. OVERVIEW

we need to develop s eéntral 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 & phrase or an
acronym., But it should be direct, short, and speak American.

Capturing the right rhetoric is important f£or at least two
reasons.: .

*ro help carry the message of ithe plan, and the
potential of its various components, toithe people

*to:hielp us shape the pian byl|disciplining us g ask
the right, hard gquestions in c¢onsidering whether to include,
redirect, cut back, expand or initiate alternative components.

11. BACKGROUND

Urban economic and community develapm&nt has bean a graveyard for
iiberal Democrats for decades. ?reviou& piace~based, urban
programs have consumad much public treasura and many political
caregers for little refturn. Prior programs have been overwvhelmed
by the market, economic, demographic and, yes, discrimination
forces at work. We would be foolish to| attempt to boil the ocean
to turn these sweeping tides cascading through metropolitan
America, And the gsweep of the tides sur&ly has been at least as
powerful in rural America: during the industrial era of the old
aconomy and the modern advances in farm| productivity, tens of
miliions of Americans migrated from rural farms and towns to
urban, suburban and exurban America.

The President’s new direction promises that we will work smarter:
t¢ help a&ll Americansg learn new ways toiri&a with the changing
tides and with the important undercurrents that are and will 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 bs, and can not be
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perceived as,, a zerc sum game pitting different places or racial
groups against one another. We don't need urban vs. suburban or
klack vs white or Hispanic~ or Korean-lvs, African-American,

The basic issue for your consideration/is how to speak and,
thereby act American in the most powerful senseé o0f the
President’'s message.

I don't have a proposal for a better bgnner than the diverse
phrases used in the campaign, the inauguration, or the economic
message and the plan for 8 new direction, I don’t have one pat
phrase yet.

Instead, 1 ask you listen tc the discussion which follows in Part
IV of this memorandum with a different ear. While reading the
memo, I ask you to hear the President|s personal story that
resonates with all Americans: remember a "place called hope.”

The power of this message can start with a hand-up~~not a hand-
out~~for ocur fellow Americans, particularly if we begin in
rhatorical terms with the poorest child in a rural place and
thereafter move to include the poorest family in the most
distressed .urban place,

All Americans know that we will a1l gain if the most disaffected
persons in the most distressed places are prouvided with the
opportunity--and reguired to step utho’tha responsibility--to
become contributing members of a neg:dir$ctian for America. In
fact, we now all know it in the deepest and wost visible way: the
person and the message that is everz American's President, every
day, for the next eight years. |

: 111. QUESTION PRESENTED

¢

Does a "place called Hope” offer a éay o talk about--and to
think and . act on~-a bold, new plan?| Consistent with the
President's Economic Ma&&age to Congress, the plan might be
called, "A New Direction for America A Call for Hope in Every
Place." Will the rhetoric of “hape and "place™ resonate with
all Americans? Will it work to convey the twin messages: to
B/MOOWET pOOr persons to participate in the new economy and to
empower all Americans to help rebuild distressed urban and rural
places? ;

Iv. ﬁxscﬁ§§zan

I ﬁivzd& the discussion into threg parts: 1) the challenge in the
hand we've bheen dealt; 2} ways that the President’s main themes
may help us shaps the components of & workable plan; 3) the
limits and potential of the current phrases to gcapture the
central message. f
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A. The Hond We've Been Dealt
i

Carde in the urban or metropolitan hand| include:

*The migration of persons and jobs out of urban cores
to expanding suburban and exurban rings has occurred as the old
industrial eaannmy advanced throughout the world, This tide is
not unique to America. Reasons for this asut-migration include
the urge to find a better single family home in a8 better
neighborhood with better schools (which are financed in this
country by such ineguitable state systema of local taxation as to
make for a series of publicly supported, but virtually private
school districte, where the price of tuitian ig the cost and
location of & home): the need for larger blocks of land outside
central cities as the means of production shifted to long,
single~story lines of mass production;|federal and state support
for an interstate and metropolitan system of roads; and firmg and
jobs moving to locate where the people;are moving.

*Racial Discrimination initially divided and thereby
further propelled this largely whites- anly tide in America. From
the start FHA, VA, and Public Housing was run on an exclusively
white or dual basis, finanging whites only for single-family
homes and building blacks~only public an& subsidized, multi.
family housing in black areas and whites»anzy multi-family
housing in white areas. Racial dxscriminatian gtill 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. Tha tide of out-migration has
for too long been divided by @ process of neighborhecod
succession, disinvestment, discrimination and racial
ghettoization,

*As upwardly mobile minorities join the outward
migration, many central city residentiai areas and some older
suburbs remain coccupied primarily by low- and moderate-income
minorities, the homeless, the disaffeated wy other elderly whites
who do not have the wherewithal te mova. Single, female~headed
households with no support from father& either live off of a
welfare hand~out or remain poorxr wcrking full-time in service
jobs. Depending on the extent of the new in-migration of non-
black minoprities {(Hispanic~ and Asian«km&riaans} in particular
regicns, many areas of the older centr&l cities {outside of
California, Texas, and Florida)} have Mg§§ substantial population
over the past thirty years.

*Home mortgage, small business, and consumer lending
and banking simply pass by nmany persons in many distressed areas
in central ¢ities and some older suburba. We can wring out some
of the discrimination through enfcrc;ng existing anti-
discrimina§imn law. But we can create & much broader cross-
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current only through innovative and powerful approaches that use
carrots and sticks to make the market work better for all
Amgricans. Instead of offering such a hand -up, howaver, our
financial and housing markets now give minmrit&as and most people
in distressed’ places the back of the hand.

*The magnets for the earliex mass migrations from the
farms and across the oceans to the cantral clities during the
height of the industrial economy have largely vanished: the city
is no longer the augtion place for the low-skilled
industrial/trade/service jobs. Such jobs for the old industrial
economy, as well as the low-skill sarvic& Jobs in our current
economy in transition, are located in the expanding suburban and
even exurban rings where a majority of (the people now live. As &
regult of this rational, market-driven Imigration of firms and
people, the average commuting times inithe U.S. are less than
one~half of those in Japan, for example. But this alsc means
that getting inner city youth, and their parents,; to suburban
jobs may reguire rethinking urban mass |[transit.

*Some ¢f the financial, medical, legal, accounting and
major University and ¢ultural segment$inf the current economy in
transition can be--and still are-—lacatad 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 offi¢e supply is suffiam&nt to meet the projected
demand well 1nto the next century.

*Although some central citias maintain major retail
centers in downtown districts and even service stores in many
neighborhoods, the bulk of both have fnllmw&d where the majority
af people now live, outside central citi&s» Indeed, in too many
distressed places in urban ceores, the mm&t prafitable small
businesses are gun shops, liguor stcras pawn shops and other
alternative check-cashing cutlets, and illagal drug traffic.

*With the possible exception of the new means of heavy
production of cars and planes, for examglﬁ, the production meang
and jobs of the new sconomy {including information, knowledge,
transaction, research, etc.) could be i located In central cities,
suburbs, exurbs and, to an increasing|extent, in rural areas.
Even the heaviest madarn production plantg can be located in a
digtressed urban core, if the land can be agsembled and cleaned-
up and if there is tb& will: witness Chry&lar 5 new Jefferson
Avenue plant in Detroit. But these ara the exception, and
Chrysler’s move of its headguarters and design facility of the
future out of the imner city to an exﬁrban area on the outer ring
is the more common example. Green flelds and suburban housing
have more appeal even to Lee Iacocca,|and his mangers and
designers of the future, than the decay, blight, and crime of

0
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i
Highland Park in the center of Detroit,

*The firms of the new economy, and the increasing
numbers of very moblle, symbolic analysts who are no longer
effectively tied to any firm, can effectivaly work and produce in
urban, suburban, exurbean, and even in rural places. Wwhere they
will locate, therefore, is not dictated| by the restraints of the
past, But it would be a mistske to ignore thelyr continuing
relevance or the gurrgnt results cast in the concrete, the
fabric, the firms, the skills and the muitar&g of the guite
diff&rent kindgs Qf places within and between metropoilitan argas
throughout America.

*There are large variations specific to each
metropolitan area within the tides that sweep across the country.
There are substantial eddies and even signifiaant cress-currents
and backflows in many locales. Even in the most distressed
places, there are many, many individuals, schoels, churches,
gommunity groups, and small enterprises working hard to make a
difference in their own lives and those of their families,
friends, and neighbors. We nust ambraae the local variatian, and
we should not attempt to direct, by cammand and control, any
grand program of social engineering from Washington, D.C., for
any place. Individual market decisians, personal location
choices and the private sector will C&fry the day in every place.

*It is within local places thrwugbmut the country where
this hand--and much of the new economyr-will ultimately be
played.

*Dur goal, therefore, should be to chart the tides and
t0 steey g course that will empower all Amnericans in all places
0 contribute 0 @ MAOTE prospercus futur&. We must do so in a
way that will be entirely cost efficient with public and private
dollars. The plan must build on marketrs and encourage diverse
national, regional, state and local pubiimwgrivate coalitiong and
lavarage. We mwust establish at the eats&t the process and the
rhetoric to permit necessary mid- cours& corrections as we go and
the many tacks that will enable all Amarimans te sail in a new
direction.

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

*As with the new economy, we wust empower a broad range
of actors to set sgall in a new direction, to find their own ways
to participate in the new economy and [to rebuild distressed ‘
places in urban and rural sreas. No massive federal galleon can
be built in which we ask the Americanpeople all to climb on
board and place thelr backs to one fe&axally commanded goal and
then row blindly by brute manual strength: that old, wood
behemoth will go down faster than its modern day egquivalent, the
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Titanic, in the rough seas ahead. Instead, we have a President
who can spread a broad beacon of light acrmss the surging tides
to empower all Americans to build, to band together in smaller
crews, and to sail many, many smaller, agile, high tech-ships of
the future on new voyages of disaevery, whataver thelir current
place. »

B. The Relevant Presidential Themes

The President’s main themes for such a2 new direction fall into
several categories:

*Individual opportunity and personal responsibility,
investing not consuming, rewarding work--a,g,, # hand-up rather
than a hand out; each of us must be an engln& of growth and
change; end welfare as we know it, with training and a
reguirenent toc work once trained; demand that all absent parents
take responsibility for providing support for their children;
assure that all fyll-time workers make enough so that their
families will no longer bs poor

*reinvaenting government, and empowerment not
entitlement--e.g., steering not commanding: offering 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 privete cooperation and
gupport; making markets work for a new|direction rather than
trying to command a different order; some things werk and other
things don’'t; start small, and if it work& expand, through &
transition to private &&pital governmentmaponsor&d enterprise,
state-local-private partnership: if itiﬂo&sn 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

*community and family, life-long learning, faith--e.g.,
investing in expectant mothers' nourishment, young children,
better learning [can we add more, smarter, faster, cheaper, and
actively, with and of the information/knowiedge age, too?], youth
apprenticeship, national service, worker retraining, life-long
learning; Brady bill and 100,000 new pmllm& on the street in the
vomnunity; [how does the "ammmunity" massag& ring out so that it
offers support not exclusion and avaids group v. group battles?
what is the nature and scope of "community” that is meant? we may
want to lock at John Gardner's recent pddx&s& on this for some
ways of speaking and thinkingl: it's not what's Iin it for me, but
what's in it for us: there ig no them, there ig only us

*new, global economy--e.g., information/knowledge age,
research and development, etc. [determine how t0 avoid cutting
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wrhan cores or disttess&d rural areas off from these bullding
blocks for the economy of the futurel

*it's the economy, stupid--e.g., if we have a
disaffected group of poer famllies isolated from the new economy,
we're all going to be worse off; if we have distressed places
within our urban and rural areas, sach af thase local economies
will be worse off; we can't afford to waste any person or any
place if we are going to compete sucae&sfally in the new global
economy that is taking shape before car%aye&, {small business,
infrastructure, envirormental clean- up}f jobs, jobs, jobs: the
more people who have jobs, partiaal&rly‘jebﬁ that will increase
our ability to compete in the global economy, the greater
progperity for all of us and all of ourlchildran and all of our
children’s children, in the years ahead

C. ﬁuxrggg Phrases ?

"Urbhan and rural economic and cammﬁnityldevalapment“ sounds like
“tax and spend” libersl failure. It brings back memories of
Urban Renewal. or Model Citiles, Its tuxgid too long, and doesn’t
say anything positive to most Americans. “"Locational Economics”
{the tentative namse used internally for our work in NEC) is as
uninspiring as its counterpart, "human capital” They are too
fancy and too academic ¢ speak American.

“Investing in communities” or "empowering communities” both have
some potential. But they also run risks. The first may socund
+00 much 1ike & thrﬁawpiece suit, big baﬁkar 8 special: and
playing the hand we've been daalt requires more than "investing"
dolliars. The second may kindle fears among many suburbanites,
blue collar and city workers, and nnimns of by~gone
confrontations arising during "Black power" and "community
control” movements. Even the recent, bi ~parctisan initiative of
the Detroit School Bosrd to vest anthority in the faculties of
individual schocls was thwarted by a bitter, four-week teacher's
strike: the banner of "empowerment"” was viewad by the unions as
too much of & threat {(of what? accmnﬁtability? control by parents
from each schoel community? ). The teachers rejected any such
notions of "full freedom™ from aentral[buraaucracy and "taking
responsibiiity” for the destiny of each school: they organized to
defeat thres of the four "Empowerment” supporters in the November
slection. [The current school-based ampowermant” sxperimnents in
Chicage and some places in New York, ?hiladlephia, and other
urban schools do offer hope for the waaning if not the term,
"empowermant. ] ;

"Empowerment” standing alone has some raw political appeal, of
oourse, 1f it serves o preempt Kamp. Iwhen tied to community,
howaver,. there is a greater risk that the perception (and the
mesaaga} could bhe subverted into a graug vS. groupn oy place vs.
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place battle for scarce resources rather than a plan for
promoting opportunity for asll that will increase prosperity for
everyone in the new economy.

A1l of these problems led me to try out |scme real pablumnm,
something like "Rebullding America: Empowering People To Invest
in ocur Communities” or "Empowering People to Rebuild America's
Communities”. But these phrase don't capture for me the reach,
and personal commitment and inspirationJ 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.

r

IV, LONCLUSION
¥
Listen to the President's voice, again, |"A Place Called Hope," as
the story, the symbol and personal commitment of the President,

Think about starting with a distressed rural area in Appalachia
with a woman'’s cooperative, funded by loans from a CD bank and,
at the Cb bank's urging, the local bank (to make crafts. A
worker-ownaed business has grown into a thriving enterprise.

i
Proceed to the son of a hard- -working farmer in Alabema {(or Iowa
or Oklahoma) whe finally had to sell tha family farm begause he
couldn't make ends meet, sarned a College degree in Journalism
and communication with an income continent leoan, and joined the
National Service for two yvears. He then returna o hig roovs
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 & 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 tha teachers, children, and
families in the area. He has received an equity po&ition in a
community-owned enterprise, funded by tha Ch network's regional
vanture fund, that is seeking to enhance its local grain/animal
market by at&ating on-line B regional, network auction.

Roll ahead a couple of vears o a communitywbas&& education and
training center in a8 biighted urban place in Newark {or the Socuth
Bronx or Philadelphiz} that succeeds, with ona-atop career
shopping under UOL's new initiative, to get increasing numbers of
drop-outs in the inner city onto the caxeer iadder with training,
both for entry-level service and high~tach jobs., This youth and
worker training center is called, “Focus HOPE." It worksg in
partnership and for & fee with many basingasea throughout the
metropolitan area, with additional aapital lent by the major
regional banks for its expansion, Becaua& Foous Hope provides
active laarning for all who participate to meet high &tanﬁards,
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its graduates can all demongtrate thelr [capacity to know and to
he able to do what the National Learning Standards recommend: to
learn how to learn for a lifetime. And|this is no idle promises
Hope's graduates can not only begin work at a meaningful job, but
they can advance or c¢hange careers sevaral times as the years go
by: and, they can partigipate in a&ditional gducation and
traiﬁing financed by twenty-five yesr, incama contingent loans
provided by a new goveranment-sponsored enterpriae, UPLifT
{Universal Personal Lifetime learning Trust). Private investors
buy enough of URPLI£T'¢ bonds to providelthese loang to every
person with tha will to invest in his or her own learning for the
future, ;

Proceed to a renovating neighborhood in |lanother distressed urban
core, in L.A., near U.S5.C. Here, a lowsincome project has been
turned into a vibrant residential community by the joint efforts-
~and ownership--of its former tanants. §& new medical firm has
located to take advantage of the spin-cffs from the nearby
medical compley and University re&aaxchlggg the business ¢liimate
and tax benefits provided by a federal-state-local University
Enterprise Zone, This zone, formed forlseven yearsg under the new
Bentsen Reinvest in America Act, is also being tried in nine
pther urban areas. A new miged-income tawnhcuse biock has been
built by a public-private, California Stata Housing Authority-
Fannie Mae partnership; and existing residents from the
distressed area with section 8 vouchar$|and training {good for
three years) are joined here by servica|warkers and professionals
working nearby. The new National Community Investment Trust
Fund, formed with $500 million in capital and an additional $2
Billian in l&nding authority from the 500 largest national and
regional bank& in cooperation with a nation-wide coalition of
community groups, has invested in a Laaally owned, community
bank. This CB has supportad the start- up of new community-owned
supermarkets and locally owned dry cl&aning, milti~media and
computer stores, medical supply firms, ata., all side~by-side
with much larger lcans from banks and thrifts stepping up to
thelr CRA obligstions., Home mortgage, small business and
consumer lending from all of the traditional souxces is also
being made available in the community; and alternative check~-
cashing outlets are closing down. Cmmmunzty policing and
neighbarhood watch are bringing safety and a sense of personal
gacurity to the neighborhood: and, with?the Brady Act, gunshops
are closing down as the demand far handgans is on ths wane.

Proceed tO..cscsvnvanr.r.And there are goor families that are
moving from distressed rural areas in G&wrgia and inner-city
Atlanta and off of welfare to ¢§§0rtuniti$$ and jobg in the
suburbs through the expanded, joint HUD- BQL program of Moving to
Qpportunltles» Regardless of thelr race color or national
origin, these families can apply for credit and loans without
discriminatien from all lending sources .|

H
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Anyway, you hear the message: in every place no mattexr how
distressed, for every person no matter how poor and isclated,
there is hepe for becoming & acntributing member of our soclety.
Every person~-in the suburbs, the central cities, the rural
aregas~-knows that we will all do betteriif every where across
this land can be a place called hope....Henca _

" 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 1t is the living embodiment «f the President’s
owns life~-and messagew~far a new direction?

Does the President want to make such 8 Call for xa§a in Every
Place, in no small measurs because of his own journey from a
place called hope. I£ he explaing the geaswns for this call in
such personal terms will it speak American to all Americans?

I think the resonance could be very powerful, 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 rollsg b&hind the Speakar and the Vice-
President. After the obligatory intrcduatimn&, the President
beging, "As you know ny journey to the well of the Congress today
bagan in a place called ﬁapﬁ«.,t,e......kia K., Bruce andé Gene,
with Kusnet and George, you draft the rest of the speech which
lets the President speak what he means.]

As to the details (is that where the devil really is?7), 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 massage but avolids the risks of standing alone when tied
to hope: e.g., A Call for Hope in Every Place~-Empowering All

Americans to Rebuild our Communities.

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?
¥

oo Shervyll Cashin
Sylvia Matthews
Faul Weinstgiﬁ

@




THE WHITE HOQUSBE
WASHINGTON

FEBRUARY 9, 1993

MEMORANDUM FOR BRUCE REED, GENE SPERLING
FROM: Paul Welnsteln

SUBJECT: Community Development Bank 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 Scnate bave held hearings on community development banks.
In the House, Representatives Kennedy and Neal have had hearings in their subcommiitees
and Reigle held his first hearing on February 3 -~ Milton|Davis of the South Shore Bank
testified.

Unlike Reigle, neither Kennedy or Neal is very enthusiastic abowi community
development bank legislation. Kennedy is lukewarm to the idea at best, mainly because of
opposition from groups such as ACORN, who fear we wlu use community development
banks to weaken the Community Reinvestment Act (CRA). However, we can probably get
Kennedy's support by dropping BC's proposal 1o allow mmmerczal banks 10 meet a small
portion of their CRA requirement by financing commum!y development banks.

Neal feels that the Federal Government has no role in community deovelopment
banking, He used his hearings to underscore that point.

Apparently Senator D'Amato will be introducing legislation on community
development banks in the next couple of weeks. His legistation will Hkely 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 crcate a trust authorized for three years
at $400 million annually to operate threc programs, whxch will: (1} invest in Community
Development Banks (CDBs}; (2) invest in Community Emasimcui Corporations (CICs) like
community development credit unions and microenterprises; and (3) provide training and
build capacity.

The Trust would provide assistance to promote development of affordable housing,
small business, job creation, commercial and community} facilitics, and basic financial services




through:

1

(1) Capital assistance to be used to provide loans, credit enhancement, equity investments,
and loan loss reserves;

{2} Development Services assistance to provide business ané financial counseling,
management assistance and other support to borrowers, and, program implementation costs;

(3) Technical Assistance to build the capacity of CDBs and ICICs.

Steve Harris would like two things from us. One, he wants guidance on how to
proceed. Should the Banking Committee continue with its hcarmgs and at what pace?
Second, he wants someone from the administration to meet confidcnitaiiy with Democratic
Senators so that Reigle can begin putting together a coalition.
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IXi.

Community Development| Meeting Agenda -

Introductions -- Bob Rubin
Gene Sperling
Bruce Reed

Objective:

The NEC would like to establish an interagency forum
that will develop} a comprehengive community
development strategy for the Clinton Administration.
Ouxr objective for this meating is to initiate a
brief discussion abaut how such an effort should be
organized and what 1ssues the task force should
address. obvicusly, we will want to address
community d&velapment}banking and anterprise zones.
We would ijike this meeting to address to follawing:

1) What other issues should be addressed by the
interagency forum?

23 What should be th& overarching -strategy ©f the
forum and how will individual issues interrelate?

Assigning of Discussion Papers




THE WHITE HOUSE
WASHINGTON

February 1%, 1983

MEMORANDUM FOR WORKING GROUFP ON ENTERPRISE ZONES AND COMMUNITY
DEVELOPMENT BANKS

FROM: Gene Sperling
Bruce Reed ./

SUBJECT: Policy Piscussion Meeting on Feb, 25, 1993

On Thursday, February 285, 1993 at 9:30 a.m. in OEOB (Room to
be announced), we will convene a meeting of Agsistant Secretaries
and/or Chief's of Staff to exchangs iﬁaas{on pelicy options
concerning comnunity development in distressed areas. Additional
participants are welcome. We will conclude the meeting by 11:30.

If vou would 1like to have materials that you forwarded o
the working group staff distributed to ather participants in
advance ©of the meeting, please natify either Sheryll Cashin or
Paul Dimond. '

Attached is a memorandum from Psul Weinstein concerning the
political calendar for legislsation on cemmunity financial
institutions and enterprise zones. Obviquly, we nead to move
expeditiously 80 that Bob Rubin and Cerol Ragco can make a
prasentation to the Cabinet Secretaries during the first week of
March,

Please call either Sheryll Cashin or Paul Dimond to confirm
who will be coming from your sgency so that they can be clegared
through the segurity system. Attached is a revised phone list
for working group participants and staff

i
We appreciate your continuing cooperation and input.

i

L Carol Rasco

Bob &Qbinl




N
Karking &raag on Enterprise Zones and Community
pevelopment Banks

pept. Name "Phone No. FAX No.
AGRIC. Ron Blackley 7203631 7205437
Jane McNell 720-3631 " "
Mike Alexander » 720-9245 " *
COMMERCE John Sallet 4824625 482-3810
Larry Parks 482-5061 482-2693
Brian Mathis
HUD Andrew Cuoma 708-2890
Bruce Katz 708-2713
Jacguie Lawing 708-0270 708~3336
}
LABOR Kitty Higgins 219-8271 219-7659
Larry Katz 219-60435
OMB Alice Rivlin
Kan Ryder 398~4516 395-6889
TREASURY Frank Newman 622-2800 622-0387
Dave Lebryck 622~0175 622-0387
DOMESTIC
POLICY .
COUNCIL Bruce Reed 456-6515
Paul Weinstein 456-7930 456-7739
NEC Gene - Sperling 456-2620 456-2878
Paul - Dimond 456-7604 456-2223
Sheryll Cashin 456-6410 " "




THE WHITE MOUSBE

WASHINGTON

February 19, 1993

MEMORANDUM F(}R COMMUNITY INVESTMENT INTERAGENCY TASK
FORCE

FROM:  Psul wémszein

SUBJECT: Pn!iiicaifcxlendar for community financial institution/enterprise zone
legishation

. ' Fipancial Institati

After discussions with the House and Senate Banking Commiftee staffs, it is clear that
we need 1o move quickly if we want to pass legislation this year. The consensus is that we
need o send a bill to Congress no later than the beginning of April, although preferably
carlier. This will alfow for hearings on the bill and a markup to take place in late April and,
assuming the legislation is passed out of Committee, floor consideration before the August
recess. Hopefully the bill will go (0 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 this spring. Congress will be preoceupicd with
the budget and tax bills in February and carly March, while health care will be the dominant
Jegislative issue in late spring.

On the House side, there are some junisdictional pmbicms within the Banking
Committee. Three subcommitiees are interested in the ieg,zsiatmn, 80 the soones we develop a
policy framework, the qmckcr Gonzalez will designate jurisdiction.

Tradzzmx;aiiy thc Scnate Banking Commitiee holds mzzzti;alc hearings but markups can
occur quickly, with regards to community financial mszzwtwns one day should suffice. The
House Banking Cammmw tends to spend less time on hearings but their markups can drag
on.

i

t
H

H
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 Zzizciy be taken up in March Thus, passage of enterprise
zone legislation is conditioned on passage of 3 revenue bill’ that includes the President's new
tax initiatives.

A stumbling block on the enterprise zone legisiation is the issue of multiple
junisdiction. On the House side, Ways and Means, Baoking, En:rgy and Commerce, and
Agriculture, all have jurisdiction. However, since the Congrcss came close to passing
fegisiation fast year, they may be mor likely to move a bill quickly, especially if it is part of

a larger revenue package.

Tentative Legislative ’f‘argﬁt Dates -- Community Financlal Institutions Legislation

March 22 to April 9 - Legislation submitted to Congress.
April 12 to May 7 -+ Senate Banking Commitiee holds bcanngs
. and markup. House Banking Cammztzce holds hearings and
" Subcommittee has markup.

May 7 to May 21 ~- Legislation is considered on Senate floor House Banking Committee
-~ holds full Committee markup.
May 21 to June 21 -~ Legislation is considered on House ﬂooz

Post-August Recess - Hozzss':fScnatc conference and final ;:fassagc
Tentative Legisiative Target Dates -~ Enterprise Zone Leiglslaticzz

Depcézd§ on time frame of omnibus revenue bill, but we will need a proposal in March,

¢ Paul Dimond
Sheryil Cashin

v e w mmemd e s
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THE WHITE HOUSE
:
WASHINGTON
February IQJ 19483
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MEMORANDUM FOR COMMUNITY

FROM: Gene Sperliing
Bruce Read

SUBJECT: Policy Discussion Meeting ion Feb. 25, 1993

On Thursday, February 25, 1993 at 9:30 a.m. in OBEOB {Room to
be snnounced), we will convene a meeting of Assistant Secretaries
and/or Chief’s of Staff to exchange ([ideas on policy options
congerning community development in [distressed areas. Additional
participants are welcome. We will conclude the meeting by 11:30.

If you would like to have mataéials that you forwarded to
the task force staff distributed taiather participantsg in advance
of the meeting, please notify elther Sheryll Cashin or Paul
Bimond, |

Attached is a memorandum from Faul Weinstein concerning the
political calendar for legislation on community financial
institutions and enterprise zones. fpbvicusly, we need to move
expaeditiousiy s0 that Bob Rubin andlaarai Rasco can make a
presentation to the {abinet Secretaries during the filrst week of
March. _

Please call elther Sheryll Cashin or Paul Dimond to confirm
who will be coming from your agency. Attached is a revised phone
ligt for task force participants and staff.

We appreciate your continuing cooperation and input.

oo Carol Hasoco
Bob Rubin




THE WHITE HOUSE

WASHINGTON

February 19, 1993

MEMORANDUM FOR COMMUNITY INVESTMENT INTERAGERCY TASK
FORCE

FROM: Paul Welnstein

SUBJECT: Politicat calendar for community finapcial institution/enterprise zone
legistation

- iy Financial Instinuti

Afier discussions with the House and Senate Banking Committee staffs, it is clear that
we need 10 move quickly if we want to pass k:g,tslatmn this year. The consensus is that we
need 10 send a bill 1o Congress no later than the beginning of April, ait}zaagh 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 Committee, floor consideration before the August
recess. Hopefully the bill will go to conference in the early fall and we can sxpect passage
sometime i October.

Sending the bill to Congress in late March o carly April also makes sense in light of
other Presidential initiatives going to the hill this spn:zg Congress will be preoceupied with
the budget and tax bills in February and carly March, while health care will be the dominant
legislative issuc in late spring.

On the House side, there are some 3unsdlctzt}ﬁa§ problems within the Banking
Commitice. Three subcommittees are interested in the legislation, so the sooner we develop a
policy framework, the quicker Gonzalez will designate jurisdiction.

Traditionally the Senate Banking Committec| holds multiple bearings but markups can
oceur guickly, 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 drag
on. :

Enterprise Zones

Unlike the community financial institutions b:ii enterprise zone legislation should not
be 3 stand alone bill. The most obvious Jegislative Yehicle for enterprise zone legislation is




the omnibus revenue bill, which will likely be takcn up in March, Thus, passage of enterprise
zone legislation is conditioned on passage of a revenue bill that includes the President's new
tax initiatives.

A stumbling block on the enterprise zone 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 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
3 larger revenue package.

Teniative Legisiative Target Dates «- Community Financial Institutions Legisiation

March 22 to April 9 —— Legislation submitted to Congress.

April 12 10 May 7 —- Senate Banking Committee holds hearings.
and markup. House Banking Committee holds hearings and
Subcommittes has markup.

May 710 Mzs:;: 21 —-— Legislation is considered ('m Senate floor. House Banking Committee
holds full Committee markup
May 21 1o June 21 —- Legisiation 18 considered On House floor.

Post~August Rez:ess —- House/Senate conference and final passage.

H
£

Tentative Legislative Target Dates -~ Enterprise Zone Legislation

Depends on time frame of omnibus revenue bifl, but we will need a proposal in March,

€ Paul Dimond
Sheryll Cashin
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Dept, + Name
AGRIC. ' Ron Blackley

Jane McNeil
Mike Alexander

COMMERCE ¢ Johp.Ballet
Larry Parks

HUD 1&ndrew Cuomo
Bruce Katz

{nvestmenyf Task Force

Bhone No, FAX No.

I

720-3631 720-5437
7203631 W
720-9245 oo
482-4625 482-3610
482-5061 482-2693
708-2690

708-2713

Jacquie Lawin ?08-%2?0 708~3336

{Te“gé designated)

oMB Alice Riviin
. Ken Ryder

TREASURY Frank Newman
Dave Lebryck

DOMESTIC

POLICY

COUNCIL Bruce Resad
Paul Welnstein

NEC Gene Spexling

Paul Dimond
Sheryll)l Caghin

Cene,

395-4516 395-6889
622-2800 622-0387
622-0175 622-0387
456-6515

456-7930 456-7739
456-2620 456-2878
456-7604 456-2223
456-6410 Low
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THE WHITEL HOUSE

WASHINGTORN

ABSIGRMENTS / FOLLOW~-UP TO MEETINKG FEB. 1993

Phone and fax numbers for participants and task force staff
are attached.

1} Week 1: Agencies and OMB will conduct an immediate
review of proposals for community financial institutions and

enterprise zoneg and forward a review of proposals to the task
force staff. The political calendar for action in this arena

wiil aiso be determined. ‘

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: dJacqguie Lawing
Treagsury: . Dave Lebryk
OME ’ Ken Ryder {Pep. Asst.|Dir., Housing, Traasury
and Finance} .
2) Week 2: Agencies and OMB will conduct an St

evaluation/inventory of the extent to which existing programs
could be redirected or revitalized,

Shervil Cashin will coordinate and contact you fonday.
Please complete. this task by Friday, Feb.i26. fThe agency
contacts on this assignment are:

Agriculture: Jane MoNeil
Commarce: Larry Parks
Hifse Jacgui Lawing
Treagury: Bave Lebryk
GMB: Ken Ryder

3} Heek 2: Agency and OMB participants will meet with Paul
Dimond individually over the next week toidiscuss developmant of
an overall strategy for evaluation of new | initiatives, including
comnunity financial institutions and enterprise zones. Please
hold open Thursday, Feb. 25% at 9:30 a.m. for a group discussion
of overall strategy.

We wisgh to underscore the urgency ofiour timeframe. WwWe
would like to have the group make a presentation to Bob Rubin and
Carol Rasco on Tuesday, March 2 so that they can megt with
cabinet secretaries by the end of that week. Thanks for your
anthusiasm and cooperation!
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Dept.

AGRIC,

COMMERCE

HUD

OMB

TREASURY

HOMESTIC
POLICY
COUNCIL

NEC

Community Investment Task Force

Name

Ron Blackley
Jane MeNeil
Mike Alexander

John Sallet
Larry Parke

Andrew Cucmo
Bruce Katz
Jacquie Lawing

Alice Riviin
Ken Ryder

Frank Nowman
Dave Lebryck

Paul Weingtein

Paul Dimond
Sheryll Cashin

Phone No.,

720-3631
72G-363]
720-9245

482-4625
482~5061

708-263%0
708-2713
708-027¢
395-4516

622-2800
6220178

456~7930

456-7604
4566410

FAX No.

720-5437

M 123

482-3610
482-2693

708-3338

395-6889

£22-0387
622-0387

4356-7739

486-7739

]



THE WHITE HQUSE

i
WASHMINGTON

February 15, 13803

MEMORANDUM FOR GENE SPERLING
BRUCE REED
FROM: PAUL DIMOND ‘f)
SHERYLL CASHINGGL
RE: COMMUNITY INVESTMENT AND RENEWAL
I. Overview

We recommend a four-paxrt approach to develeoping a sirategy for
community investment and renewal:

+ immediate review of proposals for community development
banks and enterprise zones and the political calendar {(week 1)

» evaluation by Treasury, Commerce, HUD, Agriculture and OMB
of the extent to which existing programs could be redirected or
revitalized (week 2)

» development of an overall strategy for evaluation of new ‘
initiatives, including community development banks and enterprise
zones (week 2)

+ development of a process to invelve Education, Labor, HHS,
DOT and Justice {(week 3)

II. Diacuss;gn

A, With the assistance ©of the aéencies, we willl undertake a
review of the specific issues of community financial institutions
angd &nﬁaxpriae zones. This review will fully inform us on any
alternative bills in Congress and any pregsures for early action.
At the same time, we will seek cooperation from the Hill in
delaying consideration of any specific proposal pending the
development 0f a more comprehensive strategy. Thig review wiil
he completed in one week and will include the time constraints
for legislative and political action!

B. Treasury, HUD, Commerce, Agriculture and OMB will be
asked to conduct an invantory of existing investment programs
that impact urban {and rural} economic and community development,
The purpose of this inventory is to ask easch agency to determine:

1. how redirecting or revitalizing the programs could
iIncreage the availability of credit and investment in distressed
areas: ang




2. the extent to which such redirection may contribute
to fmproving the economy.

This inventory will begin immediately and will be completed in
tTwi weeks,

€. We will undertake 8 series of policy conversations with
the key persons 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 OMB to evaluate the extent to which coordinated challenge
grants, or other portfolio management approaches, should be
conglidered. This process will begin |immediately and will be
completed in two weeks.

Within ten days, we should have sufficilent information to prepare
talking points for a meeting chaired by Bob Rubin and Carol Rasco
with the Cabinet Secretaries and their designated staff, This
meeting will introduce the framework 'and timing for exploring,
developing and implementing an overall peolicy and specific =
conmponants thereof.

D, Finally, the larger soclal context for any such economic
investment strategy to renew communities should be considered--
e.g., education and training, law enforcement and drug
prevention, - health and welfare reform transportation. Over the
next ten days we will evaluate how Education HHS, Labor, DOT and
Justice can be woven into the fabric of a larger initiative.

I1Y. Conclusion

Flease let us know if this spproach and time frame is on the mark
and what changes or modifications you]want. We will begin
contacting the key persons in the agencies immediately to gather
the information necessary for whatever approaches you direct.

Finally, Gene, we would like to work with you on the measage that
should shape {and be shaped by) this approach.

gy Carol Rasco
Beb Rubin -
Bo Cutter
Paul Weinstein
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1. Introduction

The past 15 years have seen a remarkable resurgence of Ecixizen az;:ivism, Residents of America’s
urban neighborhoods bave ignited what Harry Bowte called a "backyard revolution” of community
activisim.! Most American ¢ities, and many inner-ring suburbs, have at least some level of grassroots
neighborhood participation. Today, there are tens of zhousazxés:gef neighborhood organizations involved
in 2 wide range of wmz;zaaizy improvement efforss. Some Q:gaﬁiia‘zicns combine community mobilization
with the delivery of services (child care, job training, housi%ag counseling) and/or with community
development (such as affordable housing and small business creaition), but the root of the new community
empowerment movement i grassroots organizing to solve social problems and improve ‘e—conomic
conditions in distressed nrhan neighborhoods.

The range of issues and concerns is quite rematkabie,‘igzciaéing public safety, ¢rime and drugs;
fenants’ rights, ahandc:ned housing, and housing discriminati{m%; environmental and public health issues
such as the dumping of toxic wastes, smoking, lead paint, and pollution; comununity reinvestment,
rediining, and related matters; economic development, job train?ng, and plant closings; youth, education,
and recreation; and the delivery of municipal services. Some eanimzzzzity organizations focus on one issue,
while others tackle 2 variety of issues under one organizational izmi;reiia. Some groups focus entirely on
problems on their block or in their neighborhood. Some groups branch out to tackle issues across
neighborhoods, either by expanding their own "tu:l'f," or by forging alliances/coalitions with their
counterparts in other neighborhoods. These community argan;zazians vary wi&eiy in size, scope, and

competence.

The experiences and activities of the nation’s community-based empowerment organizations

ll’iw B(}yte b gl 1 K ) i .
Temple University Press, 1980 Hamf Boyte, wealth, 2
Free Press, 1989 and Jeffrey Berry, Kenmt ?ormey, az*zd
Bemogragy, Wash., D.C.: Brookings Institution, 1993,

ent, Philadelphia:
itics New Ym'k
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provide ample evidence that the American self-help tradition is alive and well. But while miilions of

Americans are engaped in some aspect of community organizing, the general public is not well-informed
about this phenomenon. The mainstream media typically report the activities of these groups only when
they disrupt "busingss as usual.” Few newspapers or TV stations have a ;naighborhood 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 factors that account for success. Still, there
is a sufficient bady of knowledge about this growing sector of |American urban life tw provide a brief

overview of recent trends and an evaluation of the fastors that contribute 1o success or failure.

i1, The Federal Government Role in Community Empowerment

It is particularly heartening that the Clinton Administration has embraced the potion of community

Peter Dreier, "Housing: The Invisible Crisis,” Washing rpalism Review, May 1991; Peter
Diyeier, "Memo to the Media® and "A Hausmg {Zhackizst fer zhc Madza S}W,
September/October 19’93

*There are no syszematzc studies of the wide range of mzvm& of community organizing groups,
including the various zrazzzz:zg cemrs and organizing networks. A few publications ~ including Social
Policy, City Limits, Nelghborhoo s, Shelterforge, mlm&.ﬁa&ﬁ ~ regularly report their
mvmes Afewbmi;s fams on varzcus 3spects of community organizing. These include: Robert Slayton,

ac ards. Chicago: Umve:s:ty of Chicago Press,‘lgsﬁ Mary Beth Rogers, Cold Anger:
i Politics, Denton, Texas: University of North Texas Press, 199(0; John
Glen ﬁmmgwngwm Lexington Umversny of Kmmcky Press, 1988; Harry Bojte,
Heather Booth and Steve Max, (itizen Ac d.th nerican Populism, Ph:fafieiphza Temgzie
University Press, 1986; Robest Ftsher ¥ i ;
Boston: Twayne Publishers, 1984 Sanford Horwm et Them Call Me |
and Legacy, New York: Knt}pf 1989; Donald C. Reitzes m i}i&rzczz C R;izzes,
mm;ng Gwenwich Conn.: JAI Press, 1987; Gary ﬁeigado rganizins ment: The
31 h CORA ?hziadeipkza Temple {?mvm:ty Prcss 1986 f:‘.iwt W:ggmmn, ed.,
: g ESSTOOL 1 America, New York:
ighti in. Appalachia i’hdadeiphla Temple University
Press, 1993, William Gm:}m', M,Mu New York: Simon and Schuster, 1992; and
Robent Bullard, ed., 136143 7Y 3 ige ; s, Boston: South End
Press, 1993, A descnption and anaiys:s of tenant orgamzlng is found m Peter Drezer "The Tenants
Movement in the United States,” Ir anland Regional Research. Vol. 8, No. 2,
1984 {reprinted in Rachel Bratt, Chester Hartm.an and Ann Meyarson, ecis Mmma
Housing, Philadelphia: Tempie University Press, 1986,

{Bmzbieday, 1993: Stegi&m Fzszzezr,,, *
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empowerment s a component of its policy agenda w0 revitalize and strengthen Ametica’s urban
communities. This mkes sense from both 3 moral and an xiministrative perspective.  Democracy means
seif-government, which rests on two foundations -~ citizen participation and reciprocal responsibility.
Community empowerment reflects long-standing American values: Strengthening families in the context
of healthy neighborhoods. Self-help and voluntarism. B;;Izncing rights and responsibilities.

Moreover, for government community development programs w0 succeed, social institutions in
America’s neighborhoods must be strengthened.  Neither the public sector nor the private sector, on their
own, tan address the problems of America’s urban aréas. Coanity organizations must play a key role,
In recent years, Amerim business has come o recognize the benefils of restructuring enterprises ©
increase the voice of workers, middle-level managers, and even CONSImers in decizsion-making. Asthe
Clinton éémiaism:imé wmoves to "teinvent” governuent, it can§ apply these same lessons. Rather than
view neighborhood residents as passwe “consumers™ or "clients] of government services, however, it is
more appropriate — as well as more efficient and effective « 10 view them a8 citizens and partners. Tizéy
can help shape, promote, and even deliver services. For America’s urban neighborhoods to be healthy,
residents must gain a stronger voice in shapmé the physical, economic and social conditions in their
communities,

Government support for community organizing involves a healthy and crestive tension.
Gavernment's institutional culture encourages iawmakers and bureaucrats to view policymaking and
program im;;immazioﬁ a8 their prerogatives. The Clinton Administration has recognized, however, tha
policies and pmgrams? are & two-way street. Citizen participation can sometimes be messy or even
conflictual, but the res:nlt is typically better pufqiic policy, Mt cost-veffectivé programs, and z healthier

democracy.

(Government can play an important role in encouraging grassroots seif-help efforts in several ways

such as making reguiations and processes accessible o community groups (such as public hearings and




public information), and funding the direct operationﬁ, the training, and the ancillary activities of

L

community groups.

I would urge the Clinton Administration to make community smpowerment efforts an eligible

activity in its new National Service program, rather than focus exchusively or even primarily on human

service-oriented efforts.,  This initiative is in n;any ways 2 cené&rpim of the Administration's effort to
rekindle the spirit of public service. Grassroots em;';cwment, which emphasizes citizenship, not
clientship, best mbﬁd’}es this spirit, i

The Clinton A;iministratian*s commitment to community empowerment is a breath of fresh air.
1 will make some spetéiﬁc policy and program recommendations which I believe will help the Clinton
Administration carry out this commitment, But beyond specific poligy ideas, President Clinton, Secretary
Cisneros, and other top c;fﬁciais of tI;e government can help create a positive climate for grassroots self-
help efforts simply by using their "hully pulpit™ to recognize and draw public {(and media)} attention to
grassroots organizing. They can help inspire a new generation of community activists and encourage
neighborhood residents to gain self-esteer and salf-;:on‘ﬁdeme by organizing their neighbors to improve
their communities.

Inthe Depression, after the Wagner &ci: was passed, grassroots union leaders were able (0 inspire
working men and women with the message that "President Roosevell wants you to join the CI0."
Elzanor Roosevelt, Labor Secretary Francis Perking, and other New Deal leaders spent much time vi“sizizzg
mines, factories, fM and other places where Americans were organizing o improve their living and
working conditions. And eves though most newspapers arzd newsreels were not fond of unions, their
very presence at these symbolic visits helped communicate the message that organizing was good for the
COUMry.

President Clinton and Secretary Clsneros have already played a similar role in their visiis to

America’s inner cities. But I think they can do even more slong these lines. The President’s recent speech
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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 [ had the President’s ear, however,
I also would have encouraged him to visit with some of the community organizing Jeaders in those cities -
- such as the Concerned Citizens of South Cen"trai, Mothers of [East LA, or the United Neighborhoods
Organization (UNO).* 1 would have ehcouraged him to visiit a housing development or business
sponsored by a neighborhood-based non-profit organization. 1 xgvozzid urge the Administration o start 4
“neighborhood heroes” awards program and honor those ieaée:§ and organizations who are workisg on
the frong lines to empower low-income people in their mmmanxiti&.

The Clinton Administration can build on an existing track record of federal fun&ing for
community organizing from the Great Society anti-povesty programs through today. Over the years,
HULD bas sponsored a}wide variety of community self-help aagd mobilization efforts, from the Model
Cities program, to the Tenant Management demonstration gpwgram, 1o the recent Neighborhood
Development Demomﬁmion Program (now called the Heinz Neighborhood Development Program), to
community-based fair housing monitoring and homeownesship c?unsel ing, to support for tenants in public
housing and HUD-assisted housing 10 mobilize to fight czimé, improve management, give fenants 2
stronger voice in managemem, and help tenant aswciatit;‘ms purchase their homes or negotiate with private
owners and non-profit orgaizations 10 assume ewnership. |

In the 19705, the Department of }ustzce, through LE&A sponsored a successful Community Anti-
Crime Program that helped community organizations expand arson preventios, crime watch, and related
public safety efforts. In those same years, VISTA funded humi:%és of successful community organization
efforts on a wide range of issues and concerns. Many of these E’*@’IS’I‘A» and LEAA-funded groups have

weathered the traumatic Reagan/Bush years and remain rooted in their neighborhoods, working on issues

‘UNQ, along mzh its sister organization, COPS in San &maz@ both pant of the Industrial Areas
Foumiwon awk based in cbarci‘z argamzaizoas - i ézscmsad in some detail in Peter Skerry,
A 40t A ity, New York: Free Press, 1993,
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of community improvement. The EPA’s Technical Assistance Grants (TAG) program provides grassroots
environmental groups with funds to help them identify Jocal health and safery hazards in their
communities, investigate the impact of toxic sites, and monitor poltution control efforts, in part by hiring
experts to work for them. Although the Reagan administration eliminated LEAA and, with i, the
Community Anti-Crime Program, the DOJ now has 2 similar (bt much smaller) program, funded
through National Training and Information Center (NTIC), to provide technical assistance to dozens of
community organizations working on neighborkiood drug, crimej:, and gang problems.
K1, Successful Community Organizing Requires Leadership Training and Capacity Building
There s no easy formula to explain when and how residents of a neighborhood — panticularly 2
lew-income neighborb;od ~ will join together to address 2 w;zlemn probiem, or whether they will enjoy
success in thelr efforts, It aanmt be explained simply by logeking at macro-economic forces, since
community organizing has emerged in good ti_mes and bad times, when things were improving and when
things were getting worse. It cannot be explained entirely by looking only at neighborhood-level
somditions either, Two neighborhoods with similar social and economic conditions ~ the same levels of
poverty, racial composition, church membership, crime rates, Jand housing conditions ~ may manifest

two very different levels of community mobilization.

Any careful and honest examination of community mobilization musl recognize that there are
many "false starts”™ on the road to conmunity empowerment, ifz fact, because we rarely hear about these
false starts that went nowhere, we fail 10 note that many grassroots initiatives never get much beyond the
first lving room gripe session, the first church basement get together, the first phone cal) that fell on deaf
gars, or the first leaflet that Janded {without any response) in neighborhood mailboxes.

But "success™ is mot simply about winning victories around specific issues. R is also about
changing attitudes. It is about overcoming hopelessness and the sense of futility that infects America’s

inner cities — what some have calied the "quiet riots” of drug and alephol abuse, violence, and suicide,



http:Center(NTIC),.to

It is about giving young people a vision of a different, and begter, future. It is about giving people more
self-confidence and self-esteem. It is, in other words, about{winning hearts and minds as much as

winning bener police protection, a new stop iigixz on the corner, or a new bank branch in the

neighborhood. It is zh;:se changes in attitudes that give ;}é@pia‘:‘ and neighborhoods, the inner strength
to organize around issues and to develop a vi;ion that things can be different than they are, Religious
institutions often play & key role in wmunity organizing, in part because they provide the moral
soiidarity that adds an important ditnension to sel-help efforts that wanscend narrow conceptions of "self-
interest.™

The process of developing strong leaders ami strong community orgarizations is not simply a

matter of expanding the seif-confidence and skills of centain individuals. It is about building solid

organizations o chang%e economic conditions, to strengthen families and communities, o improve the
social fabric not only of urban neighborhoods. This will have important ripple effects for the entire
society because, as Sacretary Cisneros has observed, their dastmze& are "interwoven,”?

Many local mmmumty prganizations are exzrwmaiy fragz?e entities, Staff zmmbaz*s and leaders
may have enormous wmzzmnz and energy, but these atributes zlone do not make for strong
organizations. Leaders and staff must be skilled in building orgainizations. Too many community groups
rely on 2 small number of leaders and, in most cases, a few stiaf‘f people. When these people leave or

"hurn out,” the organization often collapses, because there has been n plan for developing and recruiting

*Gregory F. Pierce, Agtivism s¢. Congragations ity Organizath

Chicago AC’Z‘A Pabixcamzzs, 2986!& }iobazz Mcﬁfee Brewa gnd Sydnsy 'Z’homson Browa cds .&_m

26 1 urches ang spoyues Speak, New York: Paaizsz Press, 1989, Samuel Freedmans

non This Rock: Mi Rlack Chureh (New York: Harper(lol!ms, 1993) describes the activities

:&f Rw 1 nhrmy Youngiaiaod in msoznlmng his Brooklyn, New York congregation and other congregativns

around neighborhood improvement. Youngblood’s group, East Brooklyn Churches, is part of the

Industrial Areas Foundation, which has pioneered the mvolvement of parishes and congregations in
community organizing, See the works by Boyte, Rogers and Greider cited in previous footnotes.

Nation, New York: W. W, Norion, 1993,

SHeary Cisneros, ed., Inlerwove
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new leadership and staff. In some sitwations, charismatic or|dominant leaders resist recruiting new

leaders and members because they are threatened by potential competitors or because they don't recognize
how spreading out the tasks and giving more people a stake in the organization strengithens a group's
effectiveness, Many groups have very small budgets and often limp &long from year to year (sometimes

from month © month) without 3 plan for sustained fundraising.

Success also depends on the ability of poor people’s| movements and community groups o
mobilize resources and generate external suppont for thczr activiitizs from different sectors of the public
{the "conscience constituency” ), from government officials, f‘r{}n} the media, amt from funders, including
religious institutions, philanthropic organizations, &;e private sécwr, and government.’

Successiul ax;zmunity empawerment 'requim & number of factors. Among the key factors
are () strong skilled inﬂigemﬁs leadership, (b) a stable argéanimtion in terms of membership and
funding, (c) a clear sense of mission, which includes baving ajleng-term stake in the community and
{d} an overall sirategy that allows it to build on its vi:ctaries a5 well ac #ts defeats,

These attributes do not emerge overnight. They are| the result of a process of leadership

development, organizational capacity-building, and education azxi gonsciousness-raising,  Successful
community empowerment efforts depend a2 great deal on ii)digamas feadership development and
organizational capacity-building — the important "how to" matters — everything from chairing meetings,
to dealing with the mgdia, 10 negotiating with government and business institutions, to dealing with
fundraising and budge;st and so on. Some of this occurs "naiutaﬁy" among pecpie who develop the

skills, stamina, and will power to succead as community activists, organization-builders, and problem-

An early statement of what is now called the “resource mob;izzazxf:m perspecnv& is Michael Lipsky,
Protest in City Politics, Chicago: Rand McNally, 1970. A more recent version is William Gamson, The
Suategy.of Social Protess, Belmont, Cal.: Wadsworth Pﬁbizshmg, second edition, 1990, Academic debate
on the relative importance of indigenous and extemal resources m Sucw;sfai ErassIoots activism is found
in Aldon . Morris and Carol Mueiler, eds., Frontiers in Social M 1t Theoty, New iviavm Yale
i}mversny Preas, 19‘92 and in Carl Milofsky, ad, i ANz ;8
Mobi] nand Exchange, New York: Oxford Usniversity Ptass, 1%8
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solvers. But the popular notion that most leaders and movements somehow just emerge spontaneously is

quite misleading - the swuff of folklore,

Most Americans believe, for exampie, that the Montgomery Bus B{}ym andd the subsequent givil

rights movement was triggered spontaneousiy by Rosa Parks’ sudden refusal o move to the back of the
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 organizations, She had attended the Highlander Folk

$chool, a training center for citizenship education, and was part of a network of African-American

community leaders (inluding E.D. Nixon of the Brotherhood| of Sleeping Car Porters) who had the

capasity to mobilize resources quickly and efficiently, incimﬁzfg meeting sites (particularly churches},
mimwograph machines and telephone Jists, fundraising, organizing a complex alternative transportation
system, and identify p;()pfe to play a variety of leadership roles, including Dr. King, but also a large
number of less-heralded individuals.

This example simply illustrates the important point that successful ¢ommunity mobilization need
not reinvent the wheel, but can draw on recent expériences in I%aﬁership deveiepmer{t and organization
building that has been somewhat codified through a variety of tr:iaining centers, organizational networks,
and other vehicies. Strong grassroots communi?y leaders, as well as strong grassroots community

organizations, are born and made.

IV. Limits and Potential of Neighbochood Organizing

Every observer of urban neighborhood problems recognizes that the sources of urban decay
primarily reside outside neighborhond boundaries. The symptoms of utban detay - 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 ecopomic
restructuring toward a low-wage service economy, ‘zofporaw disinvestment {encouraged by federal tax

laws}, “hidding wars® between cities and states to attract business that undermines local fiscal health,




redlining by banks and insurance companies, federal housing, transportation, tax, and defense spending
policies that have subsidized the exodus of people and &as‘me@ases 1 suburbs (exacerbating city fiscal
traumas), and federal cutbacks of wvarious fiscal ass‘:stané:a, housing, sotial service, economic
development, and other programs, These farge-scale forces can undermine the economic and social fabric
of urban ncighbo:bm#sf

in the fa{:l& of these realities, neighborhood empowerment organizations face enormous obstacles
in repairing the social ami economic fahric of their communities. What influence can neighborhood seli-
help organizing have on policies made in state capitols and in Washington and decisions made in
corporate board rooms? Some would argue that neighborbood crime watches, tenant organizations,
community zeMszﬁ coalidons, and similar groups can only have marginal impact in light of these
major trends and forces,

Although there is some truth to this notion, it is dltimately misguided. Communiry-based
organizations cannot, on their own, solve the major problems in their neighborhoods, But they provide
the essential building slocks for doing so.

This i3 a very important point.  Most neighborhood and community organizations that operate

on their own have only limited success. They can win some victories, but they often have difficuity

sugtaining their accomplishments. In part this is due to the organization’s incapacity to develop strategies
for strengthening their base and moving on new jssues. But it is also due to the fact that the resources

or zuthority to address 3 neighborhood’s problems are not gvailable as the neighborhood level, or even

*Peter Dreiex, *America’s Urban Crisis: Symptoms, Causes, Solutions,”
Vol, 71, No. §, June 1993; Douglas S Massey and Nancy M, i)enwn, America id; oati
mmmmumﬂgw Cambridge: Harvard University Press, 1993 Wéixam] st(m _'{};g

sadvantaged, f.?%ncago Umverszty of Chlcags Press, 1987; William W. Goldsmith and Edward
J. Blakeiy, 3603 : 5 _ ICities, Philadeiphia: Temple University
Press, 1992; .fams:s Johnson, Cioyzalle Jones, Waiter Farreii azzd Melvm Oliver, "The Los Angeles
Rebeilion: A Retrospective View,” WQMQMEJX Vol. 6, No. 4, November 1992:
Robere Fishman, "America’s New City: Megalopolis Unbound,” Wilson Quartedly, mer 1990,
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at the city level.

Community crgznizations' have won many neighborhood-level victories.” Some organizing
networks have built statewide coalition to address state-level issues and change laws, regulations, and
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 whole of the cammunity organizing movement
is srnaller than the sum of #s parts. For every gr.aupt that succeeds, there-are many that do not. With
some important ex¢eptions - which I'll discuss sha;z}y — many community groups that do succaéﬂ’m
win these important local victories are not always capabls of buiilding on their success and moving on o
other issues and larger problems. For the most part, despite its £0¢az success and its growth, community-
based organizing has Zwen unable to affect the natiosal agenda - and, io most cazes, even the.state
agenda. As a result, c‘:ondizion&‘ of life in these neighborhoods are only marginally better than before.

V. Lessons from the Community Development Sactior

This scenario may sound familiar o those who have closely watched the community-based

*Community organizations engage in a wide variety of actwme& Here's a sample: Gefting city
officials to shut down z crack hovse; get a housing authority m improve security or set up & day care
center; getting a bank to increase its mongage joans or add a nghborhoaé branch; push the city bousing
inspection department 10 beef up code enforcement in slumn Ibailding; pressure cigarette or alcohol
companies 10 remove billboards that market their products 1o young poople; persuade city government
1o increase police patrols in the neighborhoods; push the school board 1o utilize school facilities for day
care or after school youth programs (such as "midnight basketball ¥; stop a toxigs-emitting facility from
being sited in the community, work with government agencies w clean up a toxic site or abate lead paint
from old apartment buildings; edacate and inform nelghbcrhecé residents about the Eamed Income Tax
Credit and child immunization programs; organize "take back the streets” campaigns; work with local
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 hommwm:szn;; counseling, w help residents
become homeowners; st Bp an arson prevention program to zdenufy and monitor "arson prone” buildings
and owners; work with community based development organizations to encourage lenders and government
agencies t0 target more housing and economic development fzmds to their neighborbmds, publish a
neighborhood newsletter and produce a weekly neighborhood shaw on local cable TV, organize residents
of "expiring use” Section 8 developments to form a tenant moperaizv&, $top unscmpnk}zzs realtors from
blnct&baszing or umscrupulous private mortgage companies fwm scamming” unknowmg homeowners
with usurious interest rates and shoddy construction on home rapalrs, and organize residents 1o sscont
senior citizens to and from doctors appointments and shopping !
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development sector during the past 13 years or so. Many of the early CDCs from the late 1960s and 19705
— with roots in well-intentioned community organizations, churches, and social service agencies - tripped
over their own inexperience. With some funding from foundzt;ions and Washington, this generation of
COCs struggled to undertake physical redevéiapmenz projects. But many of these sarly CDCs lacked the
financial, development and management to efficiently and competently construct and manage low-income
rental housing. Although 2 few of these early groups managed (o survive, grow and prosper, quite a few
fell on hard times and, ultimately, went out of business. | Some of their housing projects were
mismanaged; some fell into foreclosure, ‘

1a the early 1980s, as Washington began sharply cutting assistance for low-income housing, few
ohservers would have ‘predicwd that the decade would witness|something of a renaissance for the non-

profit community development sector. As the decade began, only a handful of organizations had the

capacity to do more than fix vp 2 small building or two, Only a few argarﬁz;ztions had the capacity 10
undertake complex projects that required multiple sources of fumizzzg Even fewer had the capacity to
manage rental housing occupied by papuia{zzms with many mxa} and econcmic problem Although the
nation’s mmmzzwty%asad development sector is still relatively §ma§i, and its track record is uneven from
region to rcgim;, all observers acknowiedge that it has made 'sigaif’icam beadway in the past decade,
against overwhelming odds, including an unsympathetic federal administration, pawchwork financing,
high-risk developmaent projects, and undercapitalization. They are increasingly moving from the margins

to the mainstream of the nation's comamunity revitalization efforts.'

Bavid Vidal, Rebuildi unith . ' un i
Corporations, New York: ziew Scha@i for Soctal Rmaarch Commumzy i}zvelopmem Research Csnter
1989, Neil Mayer, "The Role a’f Nonpwfiz:s in Renewﬁi Feéera[ Housmg Efforts,” in Denise DiPasquale
and Langley Keyes, eds., Buil 1} - ligy, Phitadelphia: ﬁmversny
of Penngylvania Press, 199(} Pezcr Drewr and } {}avxf:l Hulchanskz, "'I‘he Rc»}e of Nonprofit Housing in
Canady and the United States: Some Comparisons,” ngmmgmz_gmm Vol. 4, No. 1, 1983,
Christopher Walker, "Nonprofit Housing Development: Status! Trends, and Prospects,” fonhcommg in

Housing Policy Debate, Vol 4, No. 3, 1593
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The Clinton Administration, and particularly Secretary Cisneros, have recognized the potential

of the community development sector and have pledgad to e:fwzztage it through strengthening CRA,
greating a community development bank pmgfam, and improving the HOME program, including the
Community Housing Partnership initiative within it,

This is not the place (o recount the story of America’s CDC sector, except to note that some of

the lessons learned from that experience ¢an be helpfui int understanding how the Clinton Administration
might encourage and support successful community self-help em;sewement efforts.

The kay mgreé;em in the numerical growth and mgzrovead capacity of the community development
sector has been the creation and expansion of nauonal regmai and lfocal nonprofit intermediary
institutions over the ;;;ast decads. These include arganiza:ion{s such as the Local Initiatives Support
Corporation {LISC), the szte:;s;ise Foundation, the Nsighhcribood Reinvestment Corporation, Telesis
Corporation, I}cveiapf;iant Trainiag Institute, Community Builders, Community Economics, Institute for
Community Economics, the McAuley Institute, and others. 'I‘}ley provide technical assistance to help
existing organizations improve their skills and 16 help new orgéanizatiens learn the basics of community
development, They help channel private, philanthropic and | government funding {including federal
HOME/Community Housing Partnership moneys and Low Income Housing Tax Credits) o community-

based development groups to heip them undertake projects that will succeed.

Thanks in part to the work of these intermediary insgtimtions, community-based development
organizations have become increasingly sophisticated in terms a; finance, construction, management, and
other key functions. T:ilis has been accomplished not simply hyr' targeting technical assistance and funds
to individual groups, but in allowing groups to learn from each ézhar, build on each others successes, and
form partnerships and coalitions. The Metropotitan Boston Housing Partnership, the Chicago Rehab
Network, the Neighborhood Development Collaborative in Z.cs Angeles and other citywide umbrella

organizations — many of them publie-private-community paﬂnxéskips - have exponentially expanded the
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capacity of CDCs in their cities. These collaborative pantnership efforts have, in wro, provided the

community development geoups with the resources to becomeikey players in their neighborhoods, not

only in the areaz of housing and sconomic development, but.also as spomsors of, or facilitators of,
improved human services, public safety, and other components of vibrant, healthy neighborhoods.

Although in some parts of the country the commnpizyibasad deveiopment sector is still barely

1

visible, in many areas it has become a bighly visible and important part of community rebuilding efforts.
As they grow in development sophistication, their success zgiggers others successes in & somewhat
cumaulative process. Communities have more hope when they séec buiidings repaired and new businesses
opening up. Other neighborhoods recognize that they, 100, can do the same thing, Neighborhoods. that
once objected to “subsidized housing projects™ in the past are more likely to welcome developments
sponsared hy community-bassd gxroups that can demonstrate success in design, construction, management,
and local hiring. x

V1. Organizing Networks and Training Centers

What daes this have to do with community organizing imd empowerment efforts? Many of the
same ingradients involved in the past decade’s growth of conuhanity‘»based development Can be seen in

the community organizing sector as well,

During the past decade, the figld of community organizing has become more institutionalized and,
t0 some exten], professionalized. In the early days of community organizing, skills and experience were
passed on informally, through 2 kind of "oral tradition.” Through his books md- through his training
center, the Industrial Areas Foundation, Seul Alinsky sought to codify the knowledge and lessons from
his and others” experiences. The Highlander Center played a similar role for activists and organizations
in the civil rights me?zments.

Today, there are a number of training centers that have successful track records of teaching

community organizations the skills needed to develop indigenous leaders, build strong community
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organizations, and win victories that improve sogial and ecopomic conditions in their neighborhoods.

Many local gmups; and thousands of leaders and staff pqﬁpia, have participatad in these training
programs in the past decade alone. In addition to the iagustriai Areas Foundation (JAF) and the
Highlander Reseamhi and Education Center, these training canizars include the Midwest Academy, Center
for Third World (}r?ganizing;, National Training and Inform?zien Center (NTIC), Institute for Socigl
Yustice, National Housing Institute, Gamaliel Foundation, the &ganizing and Leadership Training Center
in Boston, Organize ’I‘rammg Center, Pacific Inszzwta for Cmmnumty Organizations (PICO} ia Oakland,
Regional Council of Neighborhood Organizations in sziaideiphxz United Connecticnt Action for
Neighborhoods (’UC.@.N}, Ceater for Commumty Change (CCC) antd several others. Maoy of these
t;aining centers pmvi:;ie technical assistange to grnups actoss the country, while some focus on particular
regions. These training centersv have developed weli-honed téehniques, books*, manuals, videos, and
other materials trai'fx grasstoots leaders and create vibrant c?zzzmuni’ty Organizations.

Some of zhesé training centers are affilisted with san%ge of the national ¢community organizing
networks that have e.n;mged in the past decade or so. These ;Mrks include ACORN, the Industrial
Areas Foundation }zetgvork, National ?wpie’é Action, and Qigizan Action as well as somewhat looser
affiiiations through ﬁzei National Toxics Campsaign, the Natioua}i Low-Income Housing Coalition, and the
Citizens (Ileariztghous% On Hazardous Waste. These networks hiava bad considerable success not only‘in
forging strong aéighbérh@od organizations, but also in ‘iizzkingi neighborhood organizations together 10
address broader socialand economic issues that transcend neiﬁhbmhood boundaries.”®

i

HRor cxam;;!e Kim Bobo, Jackie Kendall and Steve Max, Qrganizing fo ial Change:
for Activists in the 1990s, Wash., D.C.: Seven Locks Press, 1992' Gmy Cchen ami }ehn Q’ﬁamr,
ads., Fighting Toxics, Wash., . C Island Press, 1993; Si Ka}m Drganizing ride for {rassroot,
L&&m Silver Spring,'Md.: hASW Press, 1991; Lee Staples, Rogigto P

Qz,gmm New York i’raegerg 2984 Mamza P:{:k How ;g&m Qur fggzghmrbggg,ﬁ;;g, Q(]Q g‘
_ Jrganizing, San Pranc:sm Sierra Cluby Books, 1593,

Z8ee footnote 3 for sources of information about these networks and training centers.
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Like their counterparts ameng intermexdiaries and |training programs in the community

develapment sector, tihe,se petworks and training centers have the capacity to significanily expand the
effectiveness and scope of the nation’s grassroots wmmnityi orgasizations, They have the staff, the
experience, the track regord, the staying power, and the visic;in w0 help commaunity groups address the
major obstacles to broader success: leadership developmeni, organizational capacity-building, and
alliances and extemai support. |

Compared with " their community develcpment counterparts, however, these community
organization networks and fraining centers are shoe-string operations. They are an incredible untapped
resource. They, and the groups that could take advantage of mif expertise, fack the funds to move much
beyemi the current level of activity. These networks and zrammg centers can play an imsportant role in
promoting succassful community empowerment at the neaghborm fevel as weil as helping neighborhood
groups form alliances with their counterparts in other neighborhoods, cities, and regions.
VIL Three Contrasting Case Studies

To iHustrate tl';-z:se ohservations, 1 will briefly compare trends in comimnunity Qrganizihg in three

areas: community reinvestment, public housing, snd HUD-assisted housing.”

Perhaps the most successful community-based erganiziég that has taken place in the past decade
has been arourd the issue of redlining and comumunity reinvestment. It is worth looking closely at this

movement in order to understand the ingredients for its success.™

PThese and other exmples of organizing on h{msmg aad mmmamzy deveio;;mem zsxums are
discussed in greater detail in Peter Dreier, The Ame : A5S1 88 $his
Housing, forthooming 1994; some of the same mazena! is repomd in Peter Drezet amt John .&zias
*Grassroots Strategies for the Housing Crisis: A National Agenda for the 1990s," Social Policy, Vol. 19,
No. 3, Winter 1989,

“Fo: gase stuclms of wmmumty ergamzzng araund red%mwg :ssuw, see Gregory Squices, &d., From
Red inve k¢ 3 sinvestmens, Philadelphia: Temple
Uaiverszzy Press, 2992 and Peter Ii}reler Keéiwmg Cmes How Banks Color 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 (}ﬂm" cities, a&ighbor{looﬁ residents and smafi business owners began to recngnize a
pattern in bank lending decisions. Banks were refusing 1o milke home and business lpoans to certain
neighbor;zwés, creating a seif-fulfilling prophecy of neglect aaf} deterioration.

Local activists concluded that their neighborboods weré: experigacing systematic disinvestment,
a0t isolated lending decisions by misguided loan officers. ?‘ii:z:se activists undertook local efforts 10
convinge banks to revise their perceptions and lending pragim‘ Some were simply educational
campaigns to change how bankers - often suburban :esiiiients ‘with stereotyped images of city
neighborhoods — viewer these areas. Other efforts involved arg’a:;izing consumer boyeots “greenlining”
campaigns of neighborhood banks that refused to reinvest local d!eposiwrs‘ money in their own backyards,
Mast of these local efforts ended in frustration. But some neigh%;e:hmd groups achieved small victories,
including agrecments gﬁtween banks and community organizations to provide loans or maintain branches
in their neighborhoods. Eventually, activists from across the country, working on similar issues,
discavered each other and recognized their commion agendas. From these localized efforts grew a national
movement 1o address the problem of bank redlining.

In response to grassroots pressure from the emerging neighborhood movement, Congress {with
the support of the Carter administration after 1976) sponsored a number of initiatives to promote
community self-help efforts against redlining. These included two key picces of legisiation ~ the Home
Mortgage Disclosure {ic{ (HM,DA) of 1975 and the Comumunity Reinvestment Aot (CRA) of 1977,

In mmhiaaziar}, HMDA and CRA provided an effectivgg tool for local groups 1o push banks 1o

invest in low-incoms and minotity asighborhoods, HMDA provided the data needed to systematically

airs, Vol. 34, No. 6, November/December
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analyze the banks’ lending patterns {for housing, but not commercial loans). HMDA gave many
community groups and university-based scholars - and some local governments, daily newspapers, and
other agencies ~ the data o investigate geographic and racial bias in lending.

From 1977 through the late 1980s, federal regulatorsi were asieep at the switch in terms of
monitoring and enforcing the CRA. As 3 result, comumunity reinv&smt activities primarily involved
“bottom-up &aforcemeén" ~ Jocal campaigns between a copwmunity organization or ¢oplition and 4 Jocal
bank. Only in the late 1980s did these local activities coalesce into # national presence. Thanks to the
work of ACORN, Cﬁé’ and NPA - three national community ?rganizizzg networks — these local efforts
beeame buliding blocks for a truly national effort that has proétzced dramatic results in the past few years
alone. Locally-crafted CRA agreements alone have catalyzefi over $10 billion in bank lending and
services over the years. But even more imporiant, many banks zgre' now much more pro-active in working
with communjty organizations in successful neighborhood rebuilding parmer;ﬁi;m

These traininé centers and organizing networks havelhelped local organizations significantly
gxpanded their capacity to identify redlining, work with Jocal media, negotiate with lenders, petsuade
state and logal govemz:nezxts 10 support thetr effors through "liixked deposit” policies and public-private

lending partnerships, and work with CDCs o take advantage of new iemiing products, With funding

support from several foundations and technical advise from these pational networks and training cm&m, .
community groups were able to hirg experts 1o help make sense of the HMDA data, publish repors, and
expose systematic bank discriminagtion. Whereas in the past, most HMDA studies focused ondy on one
bank or one city, groups such as ACORN -~ with 2 base in neighborhoods in many cities - examined
bank practices in several cities to demonstrate that the probiem is not confined to a few places. The
Federal Reserve Bank began to respond with studies of its own.

These community groups and these organizing networks have gained the respect of the nation's

H

mainstream media, who began to repost the “rediining” issue véizh some regularity. (In fact, the Atlantg
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ifution won a Pulitzer Prize for its 1988 series, "The Color of Money").

It was thmagg these networks — miné on their own nj at times in concert — that Congress was
pushed to strengthen both CRA and HMDA several times in the past several years. These were dramatic
legislative victories against overwhcim;ng political odds. A few years ago, these national networks, along
with the community development intermediaries such as LISé’ NCCED, and Enterprise, formed the
National Community Reinvestment Coalition to work gage{her 10 strengthen the commanity reinvestinent
agenda. ’

Indeed, the entire community reinvestment ¢climate has changed dramaiicain in the past five years
alone. Banks are now much more proactive in working with mgmmunity organizations to identify credit
needs and create partnerships to meet them. Regulators are muith more pro-active in evaluating lenders’
CRA performance and using regulatory carrots and sticks to insure compliance. Fulfilling its campaign
pledge, the Clinton Administration has made the issue of redliniz}g and community reinvestment by banks
and insurance companies — and suppornt for community-basad dieveiepmm -3 centerpiece of its wrban
policy agenda. ’

What were zhe{ koy ingredients for success around mm:glun%ty z‘ei;xvmment?
!

First, it was an issue that affected a lot of people and was clearly linked to the economic and

sogial conditions in urban neighborhoods.

Second, the HMDA law provided community gfo;zps with usable tools {0 identify the problem,
It Hiustrates the importance of community organizations baving access © key information.

Third, there w;:re 3 series of organizing "handles” whic%h gave residents a clear set of remadies
at the ioga], state and ﬁationai levels. These included local "lini}eﬁ deposit” laws, state "linkad deposit”
and CRA laws, and, of course, the federal CRA. So groups cé}uid organize, and achieve victories, on
several fronts.

Fourth, local groups working on the same issue were able to communicate and lfeam from each
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other because of the existence of several national organizing networks and training centers. National
groups such as AC(}R;N, NPA and CCC helpsd exgand the capacky of local minmunity groups o use
the CRA and HMDA to rebuild and revitalize neighborhoods.] They did so by providing groups with

training and by linking them wogether 1o make the federal government -~ legislators and regulaz;}rs alike «

- more responsive to neighbothood credic needs,

| Fifth, local groups had access to waining and leadership development to empower them to
stabilize their organizations in terms of membership and fundraising, form coalitions with a i*arimy of
groups (including church-based organizations, civil rights groups, son-profit developers, social se::t"vim
agencies, ec) that often crossed boundaries of ra%e, igmme, md neighborhood; learm how to develop
strategies tar wcrking' on several msues simuitaneously and I;zzziiding on small victories; develop a
strategy for negotiate with iwéérs and government; and deal wlth the mass media.

Sixth, local groups had access to the expertise and technology 1o take advantage of the HMDA
and CRA. To make these federal laws work, community gmz?ps have to learn how to use them, This
usually involves having funds @ hire expens, or m‘izz staff, in ;i';e computer skills needed to analyze the
complex HMDA data md transiate it into understandable reports for the general public, These community
groups also need access to financial expertise in crafting local CRA agreements with lenders. In today's
technological society, access io technology agd financial expertise are ¢ritical for community groups

have a voice in dealing with the private sector and governmentiaround complex issues,

The strength and success of the grassroots community reinvestment movement stands in coptrast
to the organizing efforts in both public housing and HUD-assisted housing developments. Without doubt,
there is a great deal of grassroots organizing among the nation’s public housing and HUD-assistex
housing tenants, Of course, we can point 10 some imporant success stories in developments across the

country. But the cumulative impact of all these local tenant-led efforts has been marginal at best in erms
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[
of building strong, stable community organizations and in terms of making a significant impact en

economic and social conditions in these developmems and their, surrounding neighborhoods, ™

Public hausiag‘ fenants have organized to improve the local housing authority’s management
{especially in making rtegzzirs and improving the physical condition of their developments); to deal with
questions of security and public safety, including the epidemic of drugs and gangs in their developments;
13 start or expand job training, child care, counseling, and other human service programs in their
developments; and to address enviconmental and public haalth hazscds within and nearby their
developments —~ lead paint, toxic dumps, asbestos, ami ather concerns. Some public housing tepants used
direst action and legal tactics to saving their bomes feom the wrecking ball. Some of these struggles have
Jed tenant ergmizatianfs to demand a stronger tenant voice in t:he day-to-day running of their housing,.

even tenant ownership,®

Yes, there are a growtng number of tenant assocxazzens residents councils, and tenant
management corporations in public bousing today, Bt evera%i they represent only a handful of the
nation’s public housing developments. Many of the tenant groups that do exist are relatively weak in
terms of leadership and organizational capacity ~ such as widespread participation by residents, several
tiers of ieadets};ip and subcommittess, regular efections, and 50 on. Quite a few could be categorized
as“’company unions,” lacking the ievel of independence from the Jocal housing authority management
that makes such gfoupg effective. Accountability structures between residents and the {eaders™ is quite
problematic in many situations. In only a few cies —- ;miuéwg Milwaukee, Boston, Kansas City, Los

Angeles, Baton Rouge,g and elsewhere ~ have residents have ferm&i ¢itywide tenant councils that bring

¥Sme Langley C. Keyes, Strategie 5 ) ; : ing, Wash., D.C.:
Urban Institute Press, 1992; and Iohn Al]as ami Peter Dreler, From Pro;ects 10 Commumnes How 10
Redeem Public Housmg, American Prospect, Summer 1992,

"“Public housing is one of the arenas of American life where women are the most effective leaders,
Female-headed families make up the large portion of public housing households. Women have 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. &zxé most c;f these citywide groups are quite fragiie!

The state of ra;e.i{lent érganizizzg and participation in the nation’s public housing is still extremely
thin. In part this had to do with the overwhelming problems confronting the low-income residents of
public housing. But we have soough successful examples of public housing tenant organizing @ know
that effective organizing is possible ~ even during the 1980s, when public housing had few friends in high
piac;w {the federal gm?mem, the madia, or foundations).

What's been giaissi:zg is the ability w spread the i%sgns of success fas well as failure) ffﬁl;l
:iaveiopmeht 1o dm’eio;aménlt in one city, and to share the !esson% of success (and failure} from city to ¢ity
to build a national inf;astmcture of public housing residents, \Evho can become effective advocates for
public housing in Washington, especially in terms of dealing w;ith Congress. Organizing in the nation’s
public housing developments is simply 100 ad hoc and unfocused._fvias: tenant groups in public housing
deveiopments are not linked fo broader organizations or networks, Few have the regources to undertake
leadership iraining or Euiid the capacity of their organization. They are hot part of a sustained effort to
create a new empowerment movemens among public housing tenants.”

Even where local housing authborities recognize the impo'ttaxzce of tenant organizing, the PHA
staffs rarely have the mandate; or the training, to build an effective grassroots organization among the
residents. Most tenant organizations iack the resources to hire staff. Few tenant leaders are trained in
leadership skills and érgaaizatiou building. Few tenant groups have the capacity to link up with their

counterparts in the same city, much less across the country.”

YACORN, the Center for Community Change, the Midwest Academy, and other networks and
training ¢enters have worked to build local tenant organizations in pubhc housing, but this has been done
on a somewhat hit-or-miss basis,

"Some of the new leaders in enant management — such as Kimi Gray and Bertha Gilkey — have
forged links with tenant groups in public housing developments in different cities. But this is no substitute
for the kind of patient, day-to-day organization-building and leadership training that is necessary for real
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The situation is even more problematic among tenants 1o HUD-assisted (Section 8, 221 and 236)

developments. In many aress, these developments are even more troubled than their public bousing
counterpants. ™ Tenants in some developments have organized io improve maintenance, fight erime, and

gain & stronger voice in management. Bscause their landlords [are private owners, not 8 public agency

accountable to voters and open to gt:eam scrutiny, they 'izave even more obstacles 10 organizing,” ‘

In fact, some of the most effective tenant organizing during the past decade took place in HUD-
assisted housing complexes over two issues: First, the potential termination of subskiies. Most projects
built in the 1960s and 1970s had an escape clause for landlords which allowed them t0 pay off their HUD-
subsidized mortgages :;&e:t only 20 years, Second, the managem;l’rnt and disposition of developments taken
over by HUD as a result of éeféuiz and foreciosure.

The "expiring use” issue snuck up on tenants groups and lawmakers, who had ignored this ticking
time bowb until the mid-1980s, when the low-income szip»u!atsions began to expire. Renters in HUD-
assisted deve%npments; r;aﬁzed that they could lose their iwméa unless they could s10p iandlords from
taking advantage of this loophole in the law. With their backs t0 the wall, tenants in baildings scross the
country mobilized op .zwo fronts ~ focally and nationally.

Locally, organizers began to educate residents ahout ghe potential threat and to alert potential
allies such as the local media, public officials, and housing a::;zivist groups. In some areas, focal tenant
groups organized regional alliances of tenants in at-risk HUD-assisted buildings. In Boston, the
Massachusetts 'I‘enam Organization and the Boston Affardal:le Housing Coalition took the lead..In

Chicage, the Organization for the North East and the Lakeview Tenants Organization led the charge. The

SUCCEss.

1 am referring here to residents in HUD-assisted developments, nof tesants with Section § vouchers
or certificates.
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Coalition for Economic Survival {CES) in Los Angeles, the Texas 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-year milestone, a few owners had already
exercised their rights and raised rents to market levels. By 1987, in California alone, landlords removed
‘ 37 projects with 1,246 units out of federal subsidy programs. |

In a few areas where many at-risk buildings were located (including Boston, Los Angeles, San
]

Francisco, Chicago, and New York), these tenant organizations, along with non-profit community-based
developers and other housing activists, formed task forces to develop strategies to preserve HUD housing.
Many housing experts and some government agencies (such as the Community Economic Development
Assistance Corporatiof: in- Maslsachusetts, or CEDAC) provided technical help 1o tenant groups in
negotiating with landlords and government officials.

This tenant activism led some cities and states to pass laws to slow down the process.® It soon
became clear, however, that tenants had little bargaining power with landlords so long as the federal law
aliowed owners to prepay their mortgages and raise rents. So tenant groups and their allies took the fight

to the federal government.

*For example, in 1987 in Boston, where as many as 9,200 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 Jandlords opted out of federal subsidies to operate their bulldmgs 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 Northgate/Greenfield
Apartments announced in early 1987 their intention to tenmnate the HUD subsidy on the 336-unit
townhouse complex, the city government passed an ordinance to restrict the conversion of apartments to
condominiums. The California leglslature passed a law requiring owners to give tenants and local
governments 3 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-mcome tenants; it also gives residents of
federally-subsidized developments the first right to purchase thelr complexes if the owner prepays the
mortgage. Pressured by the Maryland Low-Income Housing Coa]mon tenant groups in Baltimore, and
other housing advocates, the Maryland legislature passed a law 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 pusﬁed Congress to reform federal law to make it more difficult for iandlords to
terminate their subsidy agreements. Across the country, tenants organized demonstrations at owners’
offices, persuaded journalists to write stories, and lobbied their 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
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 -- oviners associations, government agencies,
housing advo‘cacy groups, and others -- sponsored reports to estimate the magnitude of the ﬁroblem and
propose solutions,*

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 moratorium on prepayments,

through October 1990, It kave residents protections from immediate eviction and provided “breathing
room” to organize while Congress tried to figure out how to resolve the conflict between landlords and
housing activists and f;shion a permanent solution. Owners of subsidized ﬁrojects created a new group,
the Assisted Housing Legal Rights Fund, which quickly filed suit 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 lip-service about "resident 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 pay off their mortgages, even though the

The studies sponsored by owners’ groups minimized the problem and called for Congress to increase
incentives (subsidies and tax breaks) t0 owners to enoourage them to continue renting to the poor.
Another study, conducted by MIT Professor Philip Clay for the Ne1 ghborhood Reinvestrent 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 housmg stock. Whatever their findings,
however, each time one of these reports was released, it drew media attention to the problem and elevated
the pressure on Congress to do something about it.

25




]

1987 federal law required it to do so. In some cities, however, grassroots protest and media attestion
forced reluctant HUD  officials to make concessions. For three years, housing activists and developers

lobbied to protect their interests.

In 1990, over the opposition of the Bush Administration and HUD, Congress enacted the Low
income Housing Preservation and Resident Homeownership Act (LIHPRHA). The new law gave owners

the option of remaining in the HUD program in exchange foriadditional financial incentives or selling

their properties, with first option going to tenants associations and non-profit organizations. It provided
plananing funds for residents in these developments © come wémer t¢ weigh the options and develop a

plan for their housing complexes.

The bill required owners to give tenants and nonpmﬁt groups the first option to purchzse the
pm;zerzy and even provided incentives to do so. The legls]anon provided funds 1o help tenant groups
organize and develop a plan to own or manage their devalo;;mems& The bill gave tenants additional
safeguards, but it came at an enormous price. Essentially, Congress went along with the landloads” idea
of offering additional subsidies and tax breaks to induce them to continue renting © low-income
residents. ™ |

The 1988 and 1990 federal laws, and the various iszca; and state laws, give tenants expanded
oppormmities © come together to address thelr common prabijzzms and additional leverage to negotiate

with owners. But the odds against resident success are still m}erwhalming, The law gives residents a

*The struggle over the expiring use question was a clear test of the tenant movements” strength and
sffectiveness. The tenants’ overall weakness compared with the political clout of the owners’ lobby is
gvident in several aspects of the compromise legislation that'was enacted. Congress guarantsed that
_ owners would receive a "fair return” on their investment, even going 5o far as to establish a “fair return®

formula. 8o Ion.g as the owner gets this fair return, the property is locked into low-income use, even if
the property is sold. The legislation also allowed owners © ra:se rents, with HUD's approval, 1o levels
that could undermine the ability of some residents to remain zz: their bomes, The dill also included an
. important escape hatch. If the owner can provide that he/she is twt getting this return — and i HUD does
not provide adequate subsidies o ensure the minimal level of pmf‘ it — the owner can pay off the mortgage
and convert the property to market-rate housing.
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narrow timeframe to organize and come up with a plan of action. Few tenant organizations have the
resources and staff to do this effectively. In Los Angeles plone, for example, there are 158 HUD
developments with over+10,000 nits facing the *expiring use” deadiine, The Coalicion for Economic
Survival {CES} bas succgssﬁzliy provided technical assistance to i:elp residents in several developments
organize and, in several :ca.ses, purchase their complexes. CES has provided the technical assistance to
belp forrz; 3 county-wide HUD tenants organization, the Los Angeles County Alliance of HUD
Tenants,® This group has received funding from the Los Angeles city government to hire three
orgatizer. CES itself has only three full-time staff members. ?ut CES staff estimates that it would
require 18 to 20 staffpersons to organize the residents in all the }iﬁ&assisted buildings in Los Angeles
facing the LIHPRHA deadiine.

The LTHPRHA, Iike the‘CRﬁ, is an important tocl. But itlwiii of Jittle use t0 most of the tenants
in Los Angeles — or in any other ¢ity - if they do not have the resources to mobilize, form organizations,
develop the negotiating and Qfg%izati@&»buiiéing skills tc become a stable tenant association, hire experts
to help them plan and weigh the options, and work with HUD o carry out its agenda of stronger resident
parsicipation and preservation of fedlerally assisted housing.

Given the limited resources, the mmazziiywmpowermc:ﬁi efforts of these resident organizations
is quits remarkable. But the base is still quite small compared Wiﬂ:‘i the magnitude of the problem. Only
in a few cities — including Chicago, Los Angeles, Boston, and Z%’W York are they well-organized beyond
individual developmanzs,f?s&ermver, the pational networks which have worked with residests in HUD-
assisted housing are not as experienced as, and more fragmentad than, the community reinvestment
nerworks and training centers. As the Los Angeles example EZlustraxies, there is a nead 10 expand the

number of resident organizations in these developments, to provide technical assistance and training ©

ZThe Los Angeles CAHT is, in turn, 3 member of statewide and national organizations of HUD
1enants.
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these groups, and toi forge connections between resident organizations within the same city and in

different parts of the &ountry R

The residents of "expiring use” developments faced the threat of losing their homes hecause the
owaers could make bigger profits with the buildings in the private markexplacle‘ But some tenants faced
the opposite problem m they lived in HUD subsidized projects where the owners simply walked away.
In many cases, these landlords simply neglectad to maintain their buildings, while still collecting HUD
subsidies. In some cases, they, abandoned their tortgage payments, putting them in jeopardy of

foreclosure, Many HUD-assisted housing developments were in default on their mortgages. HUD was

refuctant to foreclose on even the most troubled pruj&m, because that would force HUD 0 take over the
management and ownership of severely distressed projects. Neverthelegs, during the 1970s and 1980s,
HUD wound up taking over hundreds of developments, mestly in low-incoms gheito areas. Secretary
Cisaeros has identified this problem as 8 major ticking time bcmb in the coming years,

In g few ci:ies,x notably Boston, tenants in these buildings have mobilized, initially around day-to-
day management and public safety concerns ,’ but afso over the ultimate disposition and ownership of theit
developments, In the early 19805, tenants in several large Boston projects — Warren Gardens, Marksdale
Gardens, and Methunion Manor — persuaded HUD to sell tgeir developments to the residents, who
formed aot}perativz;& Under tenant ownership, residents made substantial reports. They were among the
best-run developments in the city. Their success convinced tenant groups in other developments © fell_ow
the same path. Nevertheless, when President Reagan took officé in 1981, Secretary Pierce's solution was
simply to suction off time developments 10 the h'tghes:t bidder, which guaranteed that speculators and

slumiords would wind up owning the complexes and receiving the HUD subsidies, with ittle regard for

Ml 1992 the loose network of tenants in KUD~assnswd developments, initially brought together
through the National Low-Income Housing Coalition, formed the National Alliance of HUD Tenants. o
far its membership is relatively narrow, primarily based in 2 few cities, including Boston, Chicago, Los
Angeles, and New Ycrk although ther& are also member gr&n;}s representing buildings in other parts of
the country.

H
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the residents,

Here, too, intermediaries have played an important role in helping res idents organize to improve
neighborhood conditions, The Community Builders {a regional nqnproﬁz development intermediary), the
Metropolitan Boston Housing Partnership (a public-private-community partmership that suppors CDC-
hased development), and CEDAC (g state-funded technical assistance group), have worked with several
neighbﬁxhogd organizing groups to develop a comprehensive plan for Baston's sizeable inventory of HUD
buildings. |

In the late 1980s, a coalition of resident organizations,|city and s:a;é government officials, and
Boston business leaders v;'aged a successful campaign to persuade HUD to stop the auction process and
negotiate a transfer of ,2,000 units in over 60 scattered buildinés 1 neighbarhood-hased CCS. Tenant
organizers and their aliies kept the heat on. Congressman Barney Frank convened public hearings to
expose the problems. They garnerad strong szzppeﬁ from Govema: Dukakis, Mayor Flynn, dow:;wwn
business leaders, and Boston’s Congressional delegation - and consuierzb‘ie goverage in the Boston media
- which convinced HUD to stop the auctions. They insisted ﬁxat HUD sell the properties to tenant groups
or nop-profit CDCs. Year after year, the tenants protested HUD's inaction, while the peliticians and
business leaders wrote letters and lobbied in Washington on the tenants” behalf,

In 1986, BUD agreed to sell 60 buildings with over zaéxz units ~ called the Granite Properties -
- to eight CDCs, th—.m;ng the vehicie of the Bpswn Housing Partnership, a public-private partnership
umbrella of Boston's business, political, and commaunity leaders, HUD also agresd to pay for the long-
neglected repairs and 10 continue the rent subsidies for low-income residents, The BHP then raised funds
form Iocal businesses and foundations to hire social workers and organizers, and to provide social

services for the residents.?

= The MBHP has piayed an important rofe in helping expand Boston CDCs’ capacity to undertake
difficult rehabifitation and management tasgks, zaciudmg the re;zw and management of HUD properties,
Beyond helping the CDCs with ghysical and financial tasks, however, MBHP has also ralseﬁ funds to




Tenants in both public housing and federaily assisted projects faced common problems znd
developed azz:rzparaa}iez strategies for addressing them. In ﬁmﬁg cases, residents sought greater voice in
running their homes. The early success stories in fenant empowerment were triggered from the botiom-
up, but the ability to sustain these sarly successes has been problematic. While there ar¢ many paths to
tepant -smpowerment, . it works best where tenants take the ini':iative and where they have access (o
resources to build strong organizations and leadership. This cannot be done on an ad hoc, project by
project, FHA by PHA basis. T will require the same kind of strategic networking and training that the
community-based development sector, and (10 a lesser extent) the commumnity reinvestment movement has
built, |

 The previous administeation gave a lot of lip service 1o the idea of tenant empowerment. But there
is relatively litde to show for aii that rhetoric, The biggest weakness was the fatlure to recognize that
resident ownership and management — if its a something the residents want at all — should be the final
stage of an orgasizing process that involves mobilizing tenants aron;nd day-to-day issues like maintenance
and crime, developing stable leaders, and winning steppingstone victories, so that when tenants get ©
manage or own their projects, they've won something worth owning. But the previous administration,
looking for quikk resgits, was unwilling to fund that kind of genvine grassroots empowenment.

Whether organizing a crime waich, a voter registration drive, 2 social servige effort, or working

10 take on management tasks or even ownership of a subsidized development, one thing is always true.

improve the human relations aspects of subsidized bazzszzzg Fer example, MBHP 3¢t up & Resident
Resource Initiative program, which provides funding for mz&m organizing and human services,
channeled through neighborhood-based empowerment groups anti human service agencies. In the past few
years, tenants in Boston’s HUD-owned or -managed pmjwts and the same coalition of allies, have
worked with HUD to fire incompetent management companies, repair substandard buildings, exterminate
rodents, fix up vacant units, and sell theze buildings to temmt groups or CDCs. The MBHP — with
support from the city government, Jocal businesses, and local private foundations ~ {:mwded funds to
halp tenant groups hire organizations and consuitants to help tham address more immediate issues such
as drugs, crime and code enforcement as well as fo develop a fong-term plan for their developments,
including the passibility of resident management or resident i}wszmth
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These efforts'will‘ likely fail unless tenants are walbmganized and well-trained to assume complex
organizafien»huildiug ‘and management tasks {including seiacgtiag and monitoring 2 private for-hire
management firm), Tenants are pot born knowing the best w;y to mapage human resources. Privaie
corporations spend m;i}ﬁaizs of dollars o improve their eméiay&e management skills. Residents in
subsidized ixrm%ing de?eiapméms need the same jevel of trainifixg and capacity-building,

VII. Policy Recommjendaltions I

In terms of specific recommendations for federal pehcy to encourage a?f’ecti?& m;'amimity
empowerment, hers a;ra some suggestions in tiz:eg: areas mmz;wzizy empowerment: public and HUD-
assisted housing; community crime prevention; general community improvement.

1. Public and HUD-Assisted Housing

The Administration bas made significant headway in improving the regulations o encourage
tenant organizing and, residents councils in public housing. ‘The Administration has also improved
regulations to encourage resident empowerment in those HUD-assisted developments in the ‘at-risk
"expiring use” inventory. But these can be streamlined and improved to help insure that rasident groups
are democratic and effective.

(A) T would a}woarage the Administration fo provideé funding for teclru;ica] assistance - i.e.
Ieadership and arganizauezz«hulldmg training -- to resident organizanons in both public housging and HUD-
assisted developments These can be allocated through natitmai regional and local training cﬁmw and
networks that have a dmanstrztad track record and expm&ag& in working with grassroots groups ©
achieve community emipawezmezzz - some of which I identifiad e;aﬁiez. Through an NOFA process, HUD
can select 3 number of these training centers and networks (o undertake this technical assistance effort.
If possible, initial funding should be for at least three years ~ sufficient time to expand capacity, train

leaders, and show results. These intermediary groups, in turn, would identify tenant groups to work for

and with, The program requirements and goals should be clear in terms of achisvable results: 3
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significant growth in the number of grassroots organizations!with the capacity to address the social,

gconomic and physica:I conditions of their developments. Tenant management and/or ownership would
ane of many possible outcomes, but it nead not be the sina~qua-non of tenant empowerment.

By providing resources to these intermediaries a3 the locus of empowerment efforts in subsidized
and public housing, HUD would not only be able to take advantage of their experience and track record,
hut also of the sconomies of scale that would allow them o develop new training matecials specifically
geared o public and subsidized housing - vidsos, training manuals, workshops, and so on.,

Oue of the ga‘ais of the program should not only be the strengthening of tenant organizations in
specific developments, but the cross-fertilization of ideas and skills between developments in the same
¢ity and between {enafnt organizations in different cities and parts of the country. Training s;!otksh{}ps
and conferences that bring tenant leaders together would be encouraged,

(B) Tenants who wished to organize should have the tlear right 10 do so, without interference
from local housing authorities or owners of HUD-assisted developments. There needs to be 2 mechanism
for recognizing tenant organizations as the legitimae voice ofjresidents, a mechanism that comes with
certain rights and responsibilities. One mechanism for achigving this goal would be for the Clinton
Administration 1o either sponsor legislation, or revise i3 regulations, 1 provide re_,siéezzts in public
housing developments and HUD-assisted developments {Secziz:ln g, 202, 2214, and 236) with a vehicle
similar to the National Labor Relations Act — in effect, a National Tenant Landlord Relations Act.
To become a recognized tenant organization, the tenants group would have to win a majority of the votes
of the residents in a development, An election would be held by secret ballot, HUD, or some third party
{such as the American Arbitration Association or the League of Women Voters) would supervise the
elections, similar to the NLRE's role in labor-management.

Once a tenant organizarion wins a supervised election, it becomes the recognized group vis-a-vis

the focal housing authority or the owner of the development. Both the tenants organization and the owner
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{PHA or private} would be subject to certain rights and responsibilities in terms of the process of solving
problems - in terms of management, budgets, enant selection and eviction, and so on, including the steps
leading to resident ma:jmgeme:zzz and ownership. Some eléments of this process are aiready in place in the
new regulations regarding resident councils and tenam mmagcm%nt corporations. This process will lead
to greater reciprocity and stronger partnerships, Experience shows, for example, that when tenant groups
have responsibility fe:id&vel oping standards for evi&i{;zz and_tenant seleetion, they are often much tougher
than the housing authority.

Tenant associations that win elections and Mme the ‘official voice of the residents in the
development should receive funding from HUD on a per capita or per unit basis ~ in essence, a dues
check-off. This funding would be used to hire staff and consuétazz{s, buy equipment, rent office space,
and operate the tenant asscciation, In addition to setting this funding flcor, HUD can encourage tenant
associations 1o raise additional funds through grassroots fumira}sizxg by providing matching funds based
on some formula. |

(C) Federal law should require that public housing residents should be cepresented on all local
Public Housing Authority boards. These representatives shouldl be selectedd by the tenants in some way.
For exampié, representatives could be chosen through a direct éiection of ali public housing residents in
a ¢ity; or they could be selected by the Mayor or city manager|or (ity Council from 2 list of nominees
selected by the officially recognized tenant associations.

(0) Tenams in HUD-assisted housing should have some dirsct way to voice their concerns to
HUD, which provides the subsidies to private owners, monitors the selection of management firms, and
in geoeral oversees va large inventory of scattered 'deve:!opmem§ owned by a wide varisty of landlords.
Recognized tenant organizations in HUD-assisted d&veie;;ment; should slect or appoint representatives
1o regional advisory boards that would meet regularly with the regional administrator or top official in

the HUD local office. This is one way for HUD suaff to| stay informed "about such matters &
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management, public safety, maintenance, and related concerns!

2. Community Crime Prevention

Many grassroots organizations have developed inaevmive’ways to mobilize residents © address
problems of neighborhood public safety — drugs, gangs, and relfated issues. The Clinton Administration
can help strengthen and expand thesze efforts by encouraging and funding community anti-crime efforts.
Moreover, thers is 8o need. to reinvent the wheel. We have successful models upon which the Clinton
Administration can build. ‘

(A} The ﬁdminismi;:m’s "community policing” effort, a major element of the recent anti-crime
bill, is an important initiative to make ovr neighborhoods safer and better places to live, work, and invest,
Simply putting more police on the streets, bowever, is a limited approach. Evidence suggests, h%mcvzr,
that comumunity policing as a orime prevention strategy works best when the community itseif is weil
otganized and <an bé&ame an effective partner with Jocal police departments. Unfortunately, the recent
anti-crime bill has no %rovisien for helping communities organize themselves to work with their police,
The federal government - through the Department of Justice, HUD, or jointly - should create a national
Community Crime Prevention Progrars as an adjunct to its community policing effort. In every city
where federal funds are targeted to hire and train personnet to undertake communi policing, funds should
also be directed to community groups 0 organize neighborhood anti-crime efforts in partership with
local police departments.

Similar to the 1970"s Community Anti-Crime Programin LEAA, these funds would be targeted
directly to community organizations who have the sxisting capacity or patential to mobilize residents and
izzm#sc their involvement around public safety issues, HUD 's.drug elimination effort in public housing
has some elements of this idea, but its focus is quite narrow in terms of both the approach and the
constituency. ‘

Community organizations should be able 16 develop neighborhood-based programs and working
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relationships with all éegmems of the commaunity, including the schools, businesses, churches, and local

government, including the police. Some of these communitylorganizations will be multi-issue groups

devoted to a wide range of community uplift efforts, Otherg willi focus primarily or exclusively on public
safety issues, although this issue should be broadiy defined. Eligible activities should be quite inclusive.
They could include:

o establiski:zg neighborhood block ¢lubs, crime watch, | and security patrol initiatives;

o monitoring local courts to guarantee that drug dealers and other criminals (especially repeat
offenders} get appropriate sentences and evaiuating judges in terms of how they approach repeat drug
cffenders and other criminals in terms of sentencing;

o eaccatagmg witnesses and victims to help law enfarcement agencies identify and prosecute
eriminalg;

0 spansoring intervention programs ta:gs:eé & young peopie, including streetworker programs,

"midnight basketball;” {een councils; pser counseling, and others,

¢ working with law enforcement officials to create a resntutm program for first-time offenders;

© organizing neighhmhood "take back the streets™ campaigns and "drug-free™ zones around
schools;

o organizing anti-graffiti and neighborhood clean-up and beautification campaigns:

o working with city officials to improve street and pa:& iighnng, add spead bumps, set up

“resident only” parking zones, and make other improvements m reduce crime;

o seming up "arson watch” programs to identify arsampm:w buildings;

o sponsoring "take back the night" rallies and rape ¢rigis counseling centers;

o identifying crack bouses and wotking with pﬁizza and city gwmem to board up and
rehabilitate these properties;

o working with local private and public agencies 10 create and expani dmg prevention, e&ucauon
and counseling programs through schools, churches, and commumty centers;

o working with landlords to identify, evict, and prosecme tenants that are dsaling drugs;

o working with local private and ;mz&l:c agencies 10 cre:ata and expand drug treatment programs;

¢ working with law eaforcement agencies to identify ktgh-crlme *hot s;g{)ts (apartment buildings,
stregt corners, parks, bars) and targeting local government ageacy resources in these areas;

o working with local government agencies :mprcve cade enforcement in substandard or
abandoned buiidings;

o working with nearby institutions (bospitals, umversztws, businesses) 1o improve lighting,
secatxty, and other measures; |

" o working with Iocal government and police to identify and punish "johns” (clients of prostitutes)
to rid the szighborhood of this activity; '

o working with local, county and state govermment to direct more public resources toward these
programs and 1o strengthen the laws 10 incréase public safety.

(B} The federal government, through the Department of Justice, HUD, or jointly, should fund

a Community Crime Prevention Technical Assistance program, channeled through national and regional
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intermediarics - organizing networks and training centers ~ with successfg? gxperignce ia community
crime prevention. The BOJ is currently funding 2 small program of this type ~ the Communities in
Action wo Prevent Drug Abuse program, through the vehicle of the National Training and Information
Center (NTIC).,  Similar 1o the proposal for public and Hlﬂll)%ssiste& housing developments, this
program would provide training in organizational capacizy-gézuézding, leadership development, and
community crime prevention techniques. It would help local nieigi:bathood groups from different cities
and regions share experiences and skills and learn from each other and, in the process, provide the
building blocks from aé more coordinated national effort o focus public attention, and public and private
rescurces, on this important problem.

3. General Community Improvement

There are many ¢xciting community-based orémizi;zg activities that do not directly focus on the
specific concerns of residents in public or HUD-zassisted developments or on the speific problems of
community crime prevention. Nevertheless, these organiz‘ation}s address a variety of important concerns
to the residents of America’s low-income cormnunities, They are working on the same issues that are key
to the Administration’s aéem:iz‘m public health, environmental justice, affordable bousing, community
investment, jobs and economic uplift, fair housing and éiscriniinatitm, and other issues.

Here, t00, what is needed is direct operating support for these organizations to undertake basic -
community improvement efforts and allied programs. Two existing programs provide something of a
model. In 1983, Congress authorized the Neighborhood Bewl}opmem Demonstration Program (NDDP)
and appropeiate funds in 1985, Since then, the NDDP has provided direct support to community-based
prganizations (3 maximum of $50,000 a year). These funds, in turn, helped community organizations to
raise additional private funds for neighborhood development activities. Through the NDDP, 206
vrganizations have received 286 NDDP grants for housing, economic development and neighbothood

improvement projects. The success of the "demonstration” program ted Congress iast year to enact tﬁe
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Johin Heinz Neighborhood Development Program « 2 pmem version of the NDDP.® Fynding for
the NDDP was quite small - $2 million a year, Last year &eie were about 280 app%icaziansb and about
40 awards. The Clinton Administration supporied higher funding levels for the Heinz program -~ $3
million for FY 1994, k

Since 1985, the Environmental Protection Administration (EPA) has sponsored the Technical
Assistance Grant Program {TAG) a5 part of the Superfund eavironmental clean-up effort. Through TAG,
community gréups receive funding (up t0 2 maximum of $50,000) to assist them 10 gvaluate Superfund
sites. This highly complex scientific process means that community groups must have access o scientific
expertise to understand the extent of environmema! harm, the Ezzzagnitzzde of the abatement process, and
the local impact of Superfund clean-up activities. These gm&p@ use the TAG funds to hire experis to
evaluale government and private studies that address thesée issues. EPA i3 currently deafting
recommendations for amending and strengthening the Superﬁmf!i law; one of its key ideas is for more m{i
earlier community participation in the Superfund process, {aciadizzg working with communities in
proposing land uses for Superfund sites following the clean-up process. There are over 35,000 Superfund
sites, of which about 1200 sites are on the Superfund National Priorities List (NPL), but only 133 TAGs
have been awarded by EPA since the program’s incgption, Expanding the TAG program — perhaps by
making it an entitlement for communitiss around NPL sites and lby changing the NPL criteria to put more
inner City areas on the list - would help carry out the Aéminlism:ion‘s environmental agenda and its
community empowerment agenda.

Elements of both HUD's Heinz Neighborhood Development Program and the EPA’s Technical
Assistance Grant Mgram should be incorporsted into a Community Empowerment Partnership Program

i .
through which the federal government would provide support for community-based organizing efforts,
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Similar 1o my proposals for public/subsidized housing and community crime prevention, the Community

Empowerment Partnership Programs would have two key components:

{A) First, federal government {most reasonably, through HUD) would‘ﬁmd national and regional
intermediary training icenms and organizing newworks to provide Technical Assistama 10 community
hased orgazzizatiens. ‘This approach would encourage shared skill-building and coordination between
community groups in’ different neighborhoods of the same t{:zty and between community groups in
different cities and pam of the country. Tt would also promote the ¢reation and dmsemznatwu of training
materials,. cvaferances: and other key components of successful training, leadership deveiopment, and
orgapizing-bullding. Through an NOFA process, HUD could identify those training centers and networks
with the ¢apacity 1o _uri{imake this process. |

(B} Second, the federal government {through HUD) would provide direct funding to community-

based organizations wﬁc are engaged in a wide variety of c()mmzmizy improvement eff::arts, but only those
* who contract with one cf the national zrammg centers/networks that HUD has identified as competent to

provide technical assistance.” One way ¢ do this would §:zn;ﬁy be to expand the Heinz Neighborhood
Development ?:agrzm in terms of increasing its overall ﬁmdmgiievei 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 activitiss could be quite broad, including:

o Neighborhood housing conditions, such as code enforcement, abandonment, tenants rights,
gvictions, zoning, court monitoring (involving code enforcement, evictions), arson, and related matters;
o Fair bousing and fair lending, intluding undertaking “testing” for housing or lending
discrmmzazm utiliziog HMDA data to monitor lenders’ performance in meeting community credit needs,
segotiating community reinvestment agreements with lenders, and providing education and counseling
o aeighhorhood :&sn!ems regarding housing and mogigage pragrazzzs {such as organizing "bank fairs™ and

“In any given year, HUD may not be able to fund all of the competent intermediaties - - training
centers and organizing networks - 0 provide technical assastancé 1 community organizations.
Nevertheless, HUD's direct grants could be targeted to gwaps working with any HUD-approved
networks or centers, regardless of whether they are receiving HUD funds at that time.
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sponsoring community education programs); working with focal lenders and government agencies
provide free check-cashing services for AFDC, S81, and Social Security recipients. -

o Education around such public health matters as drug, tobacw and alcohol prevention. Initiatives
might include reducing the number of biliboards in a nmghborhood promoting cigarettes or atcohol;
working with local schools to develop education programs around smoking, drug use and alcohal;
reducing the number of liquor stores in a neighborhood, orgapmng to pass legislation and regulitions
to create "smoking-fres zones” in public bulldings, restaurants, and other areas,

¢ Utilization of gligible programs, such as public education and outreach efforts o increase
participation of people eligible for the Earned Jncome Tax Credit, food stamps, WIC, job taining,
emergency food, and other programs,

¢ Environmental, franspontation, and energy concerns, suah as reducing toxic emissions, ﬁghtmg
incinerator sitings, and ¢liminating toxic waste sites; workmg with local transportation agencies and
private firms to sponsor ride-sharing programs, neighborhood recyclmg programs, lead paint abatement;
*life-line" rate schedules for low-income and elderly consumers; nexghborhood beautification, anti-graffiti,
and mural programs targeted at young people; and compmnity garden programs and farmers marke!
programs in low-income neighborhoods.

o Education and youth programs, such as recreation zné arts programs, peer pounseling, school-
based management, streetworker programs, and paremt mvaivemem in school governance.

o City services, such as improving garbage pzck-up, snow-removal, traffic safety, park
maintenance, streed repairs, and related matters, including joint ventures with (and out-scurcing of city
services 10} commuaity-based non-profit organizations. |

o Economic development, such as "linked development™ paolicies, job retention, public finaneing
of privately-sponsored projects (such as sports complexes), and neighborhood job agreements,

4. Program criteria

These proposals o expand community-based wgazziziagi efforts must be viewed as part and parcel
of the larger sgenda éf improving economic and sosial conditions in our wrban areas. Thus, strong
consideration should be given to the following matters:

(A) Focus on Organizing Groups. Community organizing groups are z special kind of
community institution. Careful attention must be given t make sure that only bona fide organizations are
eligible, Although the group may engage in pizy;sicai (iewfopniem and/or service delivery, its primary
activity should be the mobilization and empowerment of nelghborhood r&sldems, They should be non-
profit orgamzatmns and not part of any local gmemment or govemmeaz-wnmﬁeé entity. The
organization’s governing board and leadership should be damm%zcaﬁy elected from its membership.

There should be regular meetings and sccountability mechanisms. Although community organizations may

work in economically diverse neighborhoods, low-income people should be well-represented orn the
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community policing, coust sentencing, and other activitieg shoz;!d be encouraged ™

(E) Build Alliances Across Income and Race, Racem discussions of urban conditions have
focused attention on the sogial, econpomic, and political isolation of the nation's inner city poor.® Low-
income people aead (o develop strong organizations and leadership 1o help overcome this isolation. But
they alse need to build alliances with mndera:e»inf::cme pwple; who shar;e cormmon concerns about the
condition of their neighborhoods, families, and schools, and thzl’: cordition of the nation’s economy. It is
often difficult w find issues and develop strategies that cut zcmgss the boundaries of income and race, bat
some of the most successful community organizations have :kime 50. Federal support for community-
based organizing should r2cognize the importance of both eméowering the poor and building alliances
with those only a step or %zw above poverty.

{F) Target l)istressed Neighborhoods in Urban almiE Suburban Settings. Secretary Cisneros
has identified the “interwoven destinies” of America's cities and suburbs. A growing body of research

has shown that suburbs cannot be healthy if the central gities are decaying.™ Equally important, many

¥Citizen monitoring can be an important took in & community organizing strategy, but it is not, on
its own, a substitute for c{}mmwxizy mobilization. For exa.mple,]a community group that manitors HMDA
data should also be engaged in mobilizing residents around bankmg services; a group thal monitors
CDBG or HOME furds should also be engaged in organizing resu:lms around community improversent
50 that these funds are used effectlvely For a discussion of the successful Citizens Mamwrmg Project
that focused on the CDBG program in the 1970s, see Nick Kotz, "Citizens as Experts,” Working Papers, -
March/April 1981.

MZee, for example: William J. Wilson, The Trulv Disadvantage
Press, 1987, Lawrence Lynn and Michael McGeary, eﬁs «+ ipner Ci Inited
Wash., D.C.: National Academy Press, 1991, Christopher Jencks ami Paul Peterscn. eds J]m,j.lxhan
m Wash., D.C.: Brookings Instmztmn 1991,

*Larry Ledebur and William Barnes, Allj gether, Citd

gw Wash D.C.. hammai League of Cities, 1993; Neal Pe:rce, itist %1

Ay e mpetitive Wo d, Arlmgton Va.: Sevenix)ckspress, i993 }c}seph Pez‘sky Eiiiaz
et America Need es?, Wash,, D.C.: }Zcenazmc Pcizcy Zaszztzztgawi Us.
Conference of Mayors, 1991, Hank Savi t::h "The Tzes that Bmd * Econon sl JAILE
1992; Eiliot Sclar and Walter Hook, “The Importance of Cities to the Na:zcnai Ewmmy, Cam}
' Cleirgean, "Cities” Role in the Metropolitan Economy azzd{ the Fesderal Structure;” and Peter Salins,
"Metropolitan Areas: Cities, Suburbs, and the Ties that Bind,” in Henry Cisneros, ed, Interwoven
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so-calied “suburbs” hl‘ave séciaj, €COROMIC an{l demographic conditions that are similar 1o those in our
inner city neighborhoods. The artificial boundaries between cities and suburbs -~ particularly the inner-
ring suburbs - tmust be broken down. One way Is o wzimz:age residents of distressed suburban
communities to erganize and find common gréami with their counterparts in the inner cities. This doesn’t
mean providing funds for affluent suburban neighborhood associations to promote NIMBYism; it means
identifying troubled low-income neighberhoods in places liki. Compton, California, Harvey, Winois,
Somerville, MA, and other comnwaities. Funding formulas and targeting should not focus exclusively
on fow-income neighborhoods in central cities, but be flexible c‘gmgh 10 identify areas outside large inner
cities.

(G) Help Improve Media Coverage of Coﬁ:munity Initiatives. The media play an important
role In either enhancing or z?z&a:zing commuunity-based ;mz?iem solving™  For the most pan, the
sation's mamstream media treat our urban neighborhoods & éesspmis of social problems. In doing so,
they distort reality, exaggerate our urban iils, undermine the public’s will to address these problems, and
inadvertently sabotage efforts by government, community organizations and the private sector to forge
solutions. With some important exceptions, they generally ignore or trivialize the community-building
efforts of neighborhood groups and the policy efforts of government. Community groups can help
improve the media’s coverage of the urban condition and community-based efforts to solve urban
problems.

As part of its community empowerment initiative, %zha Clinton Administration should help

:

community organizations educate the mainstream media about the realities of urban neighborhoods and

community-based efforts to sclve problems. Part of all trainil:mg programs for community organizations

New York: W.W. Noron, 1993,

ROSIRIS. LS and ng INauon,

¥In his spaech 1o 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, thé federal government
should help community groups forge partners;hips with local { journalism sc‘hoe!s. Joimly they could
sponsor workshops for journalists on urban issues and oommu?ty-baszd probleme-solving. They could
undertake content analyses of print and broadcast news mve:agaiza help identify institutional blind spots.
They could sponsor walking tours for reporters and editors of té;eir neighborhoods 10 point out positive
problem-solving efforts that could become topics for news stories. They could encourage the media to
give comumunity organizations a regular voice through op-ed columns and special pages. {The Los

Angeles Times does this now). They could sponsor awards |for "best™ and “worst® reporting on

seighborhood issues. ™

{H) Promote Commumnity Access to Technology and Expertise. For community organizations
to be effective problem-solvers, they must have access to expertis.le and technology. These factors should
not be considered after-thoughts, but key components of a ccmmi'uairy organization’s operating budget.
They nesd funds to hire scientific experts who can help evaluate Environment Impact Statements, HMDA
data, housing rehzbiiizzﬁaa and financing estimates, architectural design and zoning guidelines, wtility
company documents involving rate swcta;ra, and i*elateci matters, ]Community organizations need to have
access to computers for desk-top publishing for newsletters and other forms of communication, for
research {such as Census, HMDA and crime incidence reporis), and 1o compite membership lists, '2'?}8}’
should be able to tap into on-line programs to get information, Ziii;e HandsNet. They should be able o

use videos and local Cable TV o enhance their community education and training efforts.

%A number of training centers and university-based institutions have successful track records in this
area. Bosion College sponsors Media Research and Action Project to train community organization
leaders how to dea.l effectlvely wuh the medxa Its cc-du-ecwr, Charlotte Ryan, recently wrote 2 book on
the subject: ism: Media Strategie: assroots Oreanizing, Boston: South End Press,
1991,

*The Nationa! Housing Institute, for &xampie works with local community housing groups w identify
examples of first-rate housing r@emng and issues "Housing Journalism Awards” to exemplary reporters
and publications, These are described in Shelterforce, NHI's blmomhly publication.
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