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COMMITTEE ON EDUCATION AND LABOR

U.8. HOUSE OF REPRESENTATIVES
B.348-C RAYBLAN HOUSE QFFICE BUILOING

': WASHINGTON, DC 20515-6108

SUBCOMMITTEE ON HUMAK RESOQURCES

The Honorable William J. Clinton

President of the United States

The White House AUG -2 RED
washington, D¢ 20500

Dear Mr. President:

As you know, I attended the meeting you held with the Canressionai
Hlspaﬁia Caucus at which the Caucus presented its concerns with the
ongoing | negotiations on the reconciliation bill. The d{aucus
dzscu&sed several items of concern in c¢onnection with this
legislation. I would like to take this opportunity to share with
you some of my visws on twe of those specific topics.

+

3. Empowerment Zones

As you know, the House passed version of the recenciliation package
contains $4 billion for enmpowerment zones. As ¥ understand your
proposal, this is a variation on the Enterprize Zone proposal that
has been considered by the Congress on several occasions.
Enterprize zones allow certain tax and other advantages to
companies who agree +to locate in economically distressed
communities. This concept was developed in the United Kingdom and
was seen by Fformer HUD Secretary, Jack Kemp, as an appropriate
approach to revitalization of communities,

Empowerment zones have one major distinction from enterprize zones
in that they provide tax incentives only where the company actually
employs people whe reside in the zone.

‘I believe that I have a better idea, which I believe will provide
more effective results over the long term. In the 102nd Congress
and again in this Congress, I introduced HR 818, the Compunity
Service Empowerment Anmendments of 1993, which' I believe will, if
enacted, enhance the present Comsunity Development Corporation
program by creating revolving grant and loan funds to encourage
creation of employment opportunities from within the comrunities
that manage the funds. Monies that would be invested in these
funds form the basis for the entreprenurial activities started in
the localities which would grow through repeated investment in the
human resources of the community.

b
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To cite but one example from a hearing I chaired last September,
New Bethel Life of Chicago used a revolving grant and loan fund to
establish several local day care centers with local residents as
the owner operator of the centers. In each case, a mother on
welfare was able to become a fully participating economically self-
sufficient taxpayer as she provided a vital service to her
community.

Stories such as this-abound across the country. And yet, we find
" the Federal Government has not become a full partner in these
activities. My bill would bring us into that partnership in a
meaningful way - not as the stern and overbearing parent, but as
the egual partner providing our share to the partnership.

As we have learned from the disasters in South Florida and
elsewhere, it is locally based partnerships forged out of shared:
difficulties that work best.

As we, I hope, have learned from the Los Angeles riots, when the
people do not have a stake in the community, they can, out of
frustration, destroy that community. However, within that strife
torn community, there were specific businesses that were not
touched by the riots. These included the Vermont-Slausen Econonmic
Development Corporation’s shopping center and 600 unit housing
project.i Why were those entities not harmed in the civil unrest?
Because the residents recognized that these were community owned
and built enterprises - enterprises in which the residents have a
say and a stake. We can help give .others that stake, I believe
that it is critical that we take this action, because we cannot as
a nation continue to lose communities to self destruction.

As you certainly are aware, the Senate conferees are interestegd in
making cuts to your empowerment zone proposal, to limit the price
tag. I supported your proposal and will continue to support it.
But, I believe that we should consider a compromise that, while
curtailing the size of the enterprise zone proposal, would offer an
alternative, one that is cheaper, by diverting some of those
savings into Community Development, as embodied in my bill.

As drafted, HR 818 calls for a total investment by the Federal
government of $500 million, the major part of which would be in a
revolving grant and loan fund that can be used by established and
emerging Community Development Corporations as seed monies to
establish projects within their communities. This authorization
also includes funding for technical assistance to emerging CDCs as
well as a fund to provide start up funding (limited to $75,000 per
unit) to expand CDCs into new communities in need.
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I should point out that CDCs, as evidenced by the hearings my
subcommittee has held, have leveraged funding of this type by six
to fifteen times and that, rather than being a program that costs
the government money, this has beeen shown to be an approach that
generates far more tax revenues and infrastructure enhancement
revenues that any other. '

2. Earned Income Tax Credit

wWhen the Earned Income Tax Credit (EITC) proposal first was raised
in the Congress a number of years ago, I looked at it with some
skepticism. I continue to believe that it is of questionable value
as a policy of the Federal government. The EITC, as you know, is
a negative income tax that is paid to low wage workers either as an
add-on to a tax refund at the end of the year or added to one’s
paycheck throughout the year. This is an attempt to ensure that
low wage earners are supplemented by the tax system. Until now,
the EITC has applied only to wage earners with dependents. The
House passed version of the reconciliation bill extends the credit
to 7 million low wage workers who do not have dependents.

I beljeve that this is wrong from a policy perspective - not
because those workers do not need assistance, but because the
Federal treasury 1is not supplementing the worker -~ it is
supplementing the employer.

Under the House proposal, for instance, the credit for workers
without .dependents applies if one has wage income of less than
$9,000. If one works an average of 40 hours per week for a year,
one should be paid for 2,080 hours of work. On an hourly basis,
$9,000 yields $ 4.32 per hour, which is only slightly above the
current minimum.wage. The maximum credit is $306, which phases out
for wages above $5,000 per year, and which actually adds only
fourteen cents per hour to that wage. That seems to me to be
ludicrous, especially in view of the costs of processing the paper
work necessary to claim the credit to the employee, the employer
and the IRS.

Even considering the most generous credit, that applying to a
worker with two or more dependents, which applies to the worker
making $11,000, I see little or no real value to this proposal.
The poverty level for a family of three (the smallest family level
that is required to get the maximum credit) as of the latest
statistics, is about $12,000. This works out to $ 5.75 per hour,
and the credit would add about $1.25 per hour to that, raising the
family slightly above the poverty level. And yet, even that is not
the case. )
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If the family consists, 2s most of these do, of a single parent
with two children, and the income is $11,000, the parent actually
pays ho income tax, but also does not receive {generally} any
health care, child care or other benefits from the employer. If
the worker went on AFDC, he or she would probably net as much
spandable income, given food stamps, medicaid coverage, and other
poverty programs, as when working. 5o the EITC is not an incentive
for these people to enter the work foarce.

In my personal view, the EITC represents bad tax policy and bad
social policy. What it does is benefit those employvers who refuse
to pay living wages to their enmployers. The enployer is
supplenented through the tax system both directly by the targeted
jobs credit, and indirectly through this credit. It seems to me
that it would be better to raise the minimunr wage to an appropriate
level t¢ enhance the benefits of working versus welfare, and
eliminate all of these complicated and self defeating tax gimmicks,

That sald, of course, I want to assure you that I will continue to
support your economic¢ program as it comes to a wvote after
canference.

I hope that you will review these points and, if possible, consiger
thaese alternatives in your negotiations with the Conferees. Should
you have any questions, T will be happy to discuss them with you or
your staff,

Thank you.

Singerely yours,

.

~t

HMATTHEW
Chairma

TIREZ

©C: Robert E. Rubin, Assistant to the President for Economic
Policy
Carol Rasco, Assistant to the President for Domestic Policy
Howard Paster, Assistant to the President and Director for
Legislative Affairs



1

§

July 31, 1993

MEMORANDUM FOR HOWARD PASTER, BRUCE REED, GENE SPERLING

FROM;

SUBIECT:

Cammumuca

PAUL DIMOND
EMPOWERMENT ZONES

I. BACKGROUND

Chairmen Moynihan and Rostenkowski apparently have agreed to Congressman
R;mgci’& proposed structure and financial support for Empowerment Zones and Enterprise

&%

10 Empowerment Zones (6 urban, 4 rural) and 100 }Entr:ranc Communities (65
urban, 35 rural}

$2.5B in tax incentives over § years, with approximately 85% allocated to the
10 zones (mncluding a flat wage credit to zone emplovers for all zone resident
emplovees, increased expensing and accelerated depreciation, zone facility
bonds, and expanded low-income housing tax credits) and 10% allocated o
the 100 Enterprise Communitics (zone facility bonds and low—income housing
tax credits). [There is also a provision for deferral of gains for ail S5BICs
across the country; and separate tax incentives for Indian Reservations.]

$1.0B in a capped entitlement under Title XX of the Social Security Act over 5
years, with approximaiely 60% allocated to the 6 urban zones, 20% 1o the
rural zomes, and 20% io the 100 communities, Title XX provides for block

granis on a range of social programs and, as currently administered, is not
targeted toward cconomic development.

11. ISSUES

We can successfully implement the basic structure tentatively agreed to by Chairmen

i{as:cn&i}wskz and Moynihan, For that reason, 1 do not recommend that we aggressively seek
any zzwézﬁcatzaas There are, however, st least two issues on which we may well be asked
either to state 8 position or to help shape an acceptable compromise.

A, CAPPED ENTITLEMENT. Scnators Riegle, Bradley, and Biden strongly

advocated an alternative approach to the $1.0B capped entitlement under Title XX a menu of |
programs targeted to economsic and community development. Included are $120M for CDFls

i
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and $240M for community policing, two of the President's highest priorities: both are
essential 1o cconomic revitalization of distressed communities, and both are at risk this year if
forced back into the authorizing/appropniation process. The menu proposal also provided for
a broader distribution of benefits among the zones and communities, with grant amounts
based on the quality of the strategic plans submitted in the designation process.

!

Al of the relevant chairs of the Senate Authorizing Committees and Appropriators
(including Byrd and Mikulski) agreed to the Menu approach, as well as House Authonzing
Commxttec Chairs Gonzalez and Ford. [ am not sure whether Appropriators Natcher and
Stokes were consulted because Chairman Rostenkowski apparently wished to keep the capped
entitiement within the sole jurisdiction of the Ways and Means Commitiee under Title XX;
and Congressman Rangel wanted to maximize the spending on the 6 utban zonces,

i

RECOMMENDATION: If the Administration is asked for a position, |
h&iicm that we should make known our preferences (2) to provide funding for CDFls and
community policing and (b) to allow for a more balanced allocation of the investments based
on the guality of the strategic plans submitted in the designation process. Both of these
policy preferences can be accommaodated under the Menu advocated by most Senators. [ also
believe, however, that Representative Rangel's proposed Title XX approach could be amended .
or supplemented to accommodate Administration prioritics. Perhaps, there is a basis for a
compromise that works for everyone.

i

! B. TAX INCENTIVES. Senator Lielerman has strongly protested {a} the lack of
capital incentives and (b) the few number of empowerment zones. His proposal for 50-75
empowerment zones with a wider range of tax incentives, however, s flal out impossible
within the constraints of any conceivable budget (whether $2.58 or three times that amount).

]

i RECOMMENDATION: If Senator Lieberman makes this s break issue

for reconciliation, there is a workable approach to address his concerns within budget
Q{msi:mizzz&:

. make the wage credit for zone resident employees incremental rather than flat,
and oniy to extent of ingrgases in full-time employees over a baseline

V. include a deferral of gain on roll~over of existing investments into closed~end
Mutual Funds investing in the 110 zones and communities [This could be
further targeted o micro~-cnterprise, small business, and/or venture capital
investments in the 110 zones and communities if necessary to reduce the

. scoring cost; it is analogous to the deferral of gain provision for SSBICs

* already included. ]

I include a credit to zone employers for contributions to zone resident craployee
{ savings plans [This "bottom-up,” zone resident empowerment provision was
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included in the Administration's original proposal and in the original House
Package. It is a resident employee version of the Individual Development
Account that the President touted during the Campaign. |

i e~ only as a last resort, increase the number of zones, but only to 15 or 20 (by
reducing the amount of the incremental wage credit)

I believe that Chairman Rostenkowski and Congressman Rangel {(and most of the Senators)
care much less about how the tax benefits are structured than about the capped entitleroent,
There is room for compromise, subject to one caveat: the increase in the number of zones
will dilute the spending on the 6 urban zones under the capped entitiement proposed by
Representative Rangel. As a result, any compromise increasing the number of zones must be-
consistent with any compromise reached on the capped entitlement.

X, CONCLUSION
'\ Senate staff is mecting on both of these issues on Saturday, [ will keep you apprised

of any developments. My pager number is 4148 if you noad to reach me at any time. Please
call me if you have any questions or I can be of help at any time.
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Stanley G. Karson, Director
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Mr. Paull Diamond
The White House ‘ ‘/ €
0ld Executive Cffice Building :
Room 225’ 61W§
washington, DC 20300

&+

Dear Paul: . K .

[
Enclosed are my marked comments on the -empowerment zone and
.the CDFI papers you gave me recently for changes to agsure greater

-

corpcrate*pablia invél?ement with these twa percﬁals, - . ,

ot . TREN, L atan ,.1*.,,4» PP
Yau askad me alse to pnt on paper my thaughtﬁ on how the . Lo

Pregident could make these two programs part¥of a‘larger yackag&. ;:“ o

one that could highlight the need and the éistinct advantages for .. - -

salective use of corporate resources to attack community and. social -

problems. As you recall, I attempted to lay oat this «concept in '

ny editorial in Regponse this spring which yau r&ad,

Regardless of what happens to the two prapasals in the legis~
lative process, he could tie them to others and create a new corp-
grase~initdativefor-Amesdcalyg communities. The issued.lihys
targeted would on, economic development, housing,
edycation, job training, health promotjion (INCIUdifg substance
abuse fid-ehild-eeve—————

‘M....

T

It is my strong feeling that a presidential focus on these
igsues and their linkage to the self interest of American business -
could attract an impressive array of corporate executives to the -
White House., Cabinet members from the relevant departments and
Congressional leaders from both parties should be present to rein-
force the seriousness and high-level attention paid to the event
and its meaning.

The objective: to motivate the movers and shakers among CEOs
to use thelr collective power to effect community change and to
demonstrate vividly that their contribution to the solution of
these pervasive soclal problems is needed by the nation and recog-
nized by tha President and the Congress.

L
-
|

| .
1001 Pennsylvania Avenus, N.W., Washington, 0.C. 20004-258% FOZE24-2430
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i

I can spell out more detalls of such a "happening® ifuycu
wish.

In addition, I c¢an perscnally assure the presence of CEDs of
the largest insurance companies as well as several CECs of other
major corporations.

|
|
%

Sincerely,

H

H
H

.
Btanley &, Karson
3

SGK:lrb .

Enclosure
1
E
{
§
. = ‘;:‘ ‘....‘.::;.I,‘
i - A z :' ,-f’“
I; . B t»"#“’}
k » * SR ey

- " k3 L -

¢ . A : E o *. . - -
? * R a



. !
A

*

i r’awb e T

i"‘ %
J'r

Wy
3

)
S
'{;

‘J/i
v?s

Y o St

P

_w- Lzt ¥
e e
T

LT e
ey

Lt
L
3

9*‘ e
e, A

-

#,
A
3
&
¥
%
+ ¥
:

'ff Qus?{ amsf‘ir% on }«M};‘*}hi
H‘c \ﬁ-u- " Searn 5-'.»% ‘-C +
7‘2 8 bt m’f‘ a»-Uu.-d»:l sl at:
é‘}@& Coore " HRA biad proney
Lo TI08S [_s.u&
&%M‘V{] ?ﬁj N fo;m} He

53{0;& e fuere cocbig o o seems, S0
i(’f ] ﬁb'{' a'f EM T“yfj wv

Tn?uu 3 ﬂvr'w"f P! A}la ff\: Dt f

1’:: mrosd {fi‘% Suv'm‘ll"( fJ £l w:-7!

b GoR fo
Thels = 2y

4 heold be ko
W

i

§

- e w

%

4
i

R

ﬁ? T Mﬁ‘ &wxiﬂ wn’t[ Lt:-i “.
aota '-Tc.v'&\ | *s.idam

mk.m« Flg TN
m %,




- e eclors

June 7, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: BRUCE REED

SUBIECT: MONEY FOR WELFARE REFORM

Here is a proposal you can put to Moynihan as proof of your commitment to welfare
reform: ‘Increase funding for the JOBS program by $250 million in both FY94 and FY9S, as
a way to raise the federal matching rate of 85% in states that begin carly implementation of
t1mc-izm1tcd welfare.

According to his staff, Moynithan has two goals for welfare reform, which you share:
1) increase the federal match for JOBS so that states can afford to implement the Family
Support Act; and 2) move toward a system of time-limited welfare. This proposal would
cnable us to waive the current cost-neutrality rules for demonstrations in states that want to
move toward time~limited welfare,

This proposal should pass muster with the Byrd rule, which is being interpreted 10
allow expanszcn of an cxisting program. It would also please the goversors, particularly in
industrial states where the current federal mateh is only about 60%. A temporary adjustment
in the 3{)83 matching rate was included in the tax bill Bush vetoed last year (although that
provision did not address time-limited welfarc). In the meantime, the AFDC cascload has

grown to 1ecord levels, passing the 5 million mark.

If you raise this xiea with Moynihan, you may have 0 persuade him that it isp't just a
token effort on our part, but an important downpayment oa welfare reform that will
significantly improve the prospects of geiting the sweeping reform plan we'll propose late this
year. This isn't a substitute for ending welfare as we know it; it's a way both 1o build on the
Family Support Act and to underscore that welfare reform is z make-or-break clement of this
Administration’s agenda.
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MEMORANDUM FOR GENE SPERLING AND BRUCE REED
FROM: - PAUL DIMOND
SUBJECT: EMPOWERMENT ZONES

Congressman Rangel and the interested Senate Conferees (panticularly Riegle and Bradley)
are considering transferring $1 Billion from the tax incentives (primarily for the 10
empowerment zones) 1o a "capped entitlement” which would sunset in two years. Under
cither approach, the language to be included in the budget reconciliation bill itself would be
very spare, but the report would include much of the challenge grant process, selection
criteria and substance that we had been planning to put into the authorizing legislation.

Cong,rcslsman Rangel is now actively exploring placing the capped entitiement in Title 20 of
the Sacial Security Act (an HHS block grant program that is already a capped entitiement).
His approach would rely on selection criteria, Title 20's waiver provision, and the challenge
grant process 1o give the Enterprise Board authority to award the capped entitlements to up to
30 cities with the best comprehensive strategic plans. He would continue to target the tax
incentives to 10 zones but would reduce the flat wage credit from $500{ to $4000 or $3500.
Bruce Reed will explore with Wendell Primus at HHS the nature and scope of Title 20's
waiver provision and how it might work.

Senator Riegle is exploring a similar capped entitiement, with a menu of selections, including
community policing, enterprise grants, and CDFls. See attached outline. Senator Riegle is
also cxploring whether the reduced bundle of major tax incentives can be spread around to 3
somewhat larger number of zones than 10, say 15 to 20. (To accomplish this would require
substituting an incremental wage credit for the flat wage credit).

Both of these approaches are first being vetted with the Senate Parliamentarian. Maurice
Foley and Alan Cohen from Treasury and Matt Roberts from Senator Riegle's staff will be
involved. 1 have urged extreme caution with Treasury and OMB in view of the larger budget
reconciliation issues.

My personal reading of the situation, however, is that Rangel, Riegle and Bradley are moving
in conperation on this and, if the Byrd ruling is favorable on the capped entitlement, will
proceed to seck to implement such an approach with the other Conferees. We will need to
plan accordingly.

¢ Bob Rubin

§
i
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Proposal to Shift Funds from Empowerment Zones Tax Preferences
to Capped Direct Spending Program for Public Investment
!

Rackground: The enterprise zone proposal that passed the Congress last
year in H.R. 11 included, in equal measure, tax incentives for zone
businesses and social investments for zone residents - including resources
for housing and community development, health, education, job training and
community policing. The Clinton Administration has proposed a similar -
two-part enterprise zone proposal.

H
. However, the House budget reconciliation bill includes only the tax
incentives (at a cost of $5.2 billion over § years), and the Senate bill includes

no enterprise zone provision.

Proposal: The proposal would shift $1 hillion from the Empowernient

Zones tax preferences to a capped direct spending program for public
investment in the zones and other distressed areas. This spending program

would sunset in two vears.

. The spending program would be based on what passed the Congress last
year in H.R. 11,

One portion of the direct spending program ($200 million per year) would
fund public-private partnership programs designed to assist distressed
areas. These programs would be drafied - to the greatest extent possible -
as modified versions of existing authorized programs.

The other portion of the program (§300 million per year) would fund an
enterprise grant program for the zones. Under this program, the
administrators of & zone could spend the funds on a menu of activities of the
type described in programs that are already authorized. The expenditure of
the funds would have to be in accordance with a strategic plan submitted

with the application for the zone.

A morje detailed description of the program is attached.

H
i
{
|
|
|
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P;:UBLIC INVESTMENT FOR ENTERPRISE ZONES

Part I Pt}ibiic!?rivata Partnership Programs (3200 million/year}

He ad: Start
Community Health Centers
Job Corps

Community Development Corps.

Community Development Financial Ingt.
Mobhility for Work Demonstration

$30 million
$20 million
$40 million
$40 million
$60 million
$10 million

Part II: Enterprise Grants ($300 million/year)

Each zone must spend 40% of its grant on crime and community policing
and 15% of its grant in each of the other following categories. However, a

zone may receive a waiver to spend up to 30% on any of the other categories

provided that it still spends at least 20% on crime and community policing:

CRIME AND COMMUNITY
POLICING:
Cops on the Best

OR TRAINING:
i
JTPA (Labor; Title 1)
Conservation & Youth Corps.
(Comm'n on Nat'l &
Community Service)

CHILD CARE & EDUCATION:
Cormp. Child Develep. (HIIS)
Child Care Block Grant (HHS)
Literacy (ED}

Chap./1 Elem. & Second.
Educ.(ED)

Trio (ED)

Vocational & Adult Educ, (ED)

HEALTH, NUTRITION &
FAMILY ASSISTANCE:

WIC (Ag)

High Risk Youth (HHS)

Drug Treatment Improve. (HHS)
Drug Treatment Capacity (HHS)

i
fi

i

Drug Treatment - Individ. (HHS)
Drug Treat.-Preg. Wm. (HHS)
Emerg. Child Protect. Svs. (HHS)
Ryan White (HHS)

Homeless Family Support (HHS)
Family Resource Centers (HHS)
Subst. Abuse Prevention (HHS)

HOUSING & COMMUNITY

DEVELOPMENT:

CDBG JIUD;

Public & Indian Houging
Modernization (HUD)

Drug Elimination Grants or
COMPAC (HUD)

Family Investment Crs. (HUD)
HOME (HUD)

Youthbuild (HUD)

523 Self-Help Hsg. TA (FmHA)
533 Rural Housing Pres. (FmHA)
515 Rural Rental (FmHA)

521A Rural Rental Ass, (FmHA)
Water/Sewer Grant (FmHA)
Minority/Disadv. Farmers
(FmHA)

Private Business. Enter. (FmHA)
Neighborheod Reinvest. Corp.

9
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Add to use ;of funds:

!
{2) Activities funded with enterprise community block grants must advance
ene of the ?fal}owing purposas:

(A)

(B)

)

(D)

(E}

pro:ciating economie development by creating or expanding businesses,
removing impedimenis to business activity or economic growth,
building on existing economic or community assets, or ereating or
reta!iming jobs for residents of the area.

emzﬁowering residents of the area by connecting them to job
opportunities or by promoting their ownership or management of

enterprises or assets.
;

pmi’noting physical development by increasing the availability of
housing affordable to low or moderate income residents of the area or
enhancing the public infrastructure or community facilities in the

azq;a,

prémcting human development through activities desigmed {0 increase
schoo!l readiness, lifelong learning, high level workplace skills, or
w?’rkﬁ}rce competitiveness,

znsreasmg the safety and security of persons, property, or enterprises
or preventing the use of drugs or viclence.

?

)
!
f
'
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SUTIAL POLIGY *

COMMUNITY DEVELOPMENT

'Enterprise Zones Struggle
1‘0 Make Their Mark

Clinton’s plan for aiding depressed areas may prevail:
bipartisan support keeps the concept alive

nterprise Zone legis-
fation, Congress’
most enduring an-

swer to urban woes, s
evalving once again.

fts lntest incarnetion
has ereated & cadre of dis-
gruntled lawmakers who
fove the ides but dislike
ihe deiails, Thal is hecause
s¢ many members have
thetr own kess sbout how
hiest 1o tarpel poor commu-
nities with inx invontives
for husinesges sad  in-
sramseil sonist servicss,

Three presidenis hove
asked Congrsss for enter
prise zone legistation, At
least 56 bills have been in-
trodured, prompting dozens
of henrings. A federal enter-
prise zone plan gctually be- l
carpe law in 1988, but it

About two-thinds of the zones would be

. in urban neighborhoods, the rest in rural areas

and Todian reservations,

posal . ingiuding  the
minkeup of 4 coordinating
board and provisions for
new federal granis — has
1ot yet been introduced in
Congress, { Weskly Report,
p. 11603 .

The mized emotlons
many proponents of enter-
prise zones hold ghout Clin-
Lon's prosusel were appsar-
ent at 8 recent henring
chaired by Sen. Juseph L
Lieberman, -Conn. [% fea-
tured Rep. Charles B. Ran-
gel, 1-N.¥Y., » liberal, and
former Housing and Urban
Bevelopment {HUDY Secre-

tary Jock F. Hemp, aconser- '

vative Republican. The
thrge cover the idesiogical
bases from right to left, with
ideherman in the middle
Fhey aee some of the biggest

incked testh and was siever
carried sul. Congress agreed on a more
somprehensive plan last year as part of
# broad tax bill only to have President
George Bush veto i i

Now vomes President Clinlen's
turn,

Taking o page frorm state efforis, he
ersphasizes the coordination of govern-
ment aid Lo distressed areps, rather than
tax breaks for businesses that lucals
there. When he dees recommend tax
incentiver, he stresses tax credits for
education snd training. Previous He-
publican propesals focused privauriiv on
helping zone businesses rnise capital,

Clinton also would severely restrict
the nomber of gones. Previous' bills
would have desigriated as many as 300,
Clinton proposes creating only 10 “em-
powerment zones” that would receive
mest of the tax breaks. He slso would
crente 100 less importani “enierprise
sommunities.” Administration officials
say they want to focus most of the tax
hresks on only 18 areas because that

By Jelfrey L. i:(m
i
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would enhance their effectiveness,

Critics complain that the 100 enter-
prise commubities would be little more
thar 2 ploy to win votes; they would
receive fow benefits. But administration
officinlasay that misses o kev element of
Clinton's plan — that the government
wenild take & more getive role in coordi-
nating eoonamic development and fed-
gral mid in all of the designoted zones.

About twu-ihirds of the zones
would be in urban neighborhoods, the
regl in tural areas and on Indian res-
erviations, {Stary, p. [88%;

Sume longtime proponents of en-
terprise zones do not think this pro.
posal, which includes 34.1 billion in
tax incentves over five years, iz po-
tenit enouglr Lo revitalize impoverished
areas. Hut their disappoiniment iz
tempered by the realization that they
may not be able to get anything better
ihrough Cobgress, The tax provisions
were ineluded in the House version of
the huge deficit-reduction bill {HR
99643 hut pot in the Senste version,
The rest of the enterprise zone pro-

boosters of the idea of tar-
geling poor rommupities with federal
md nnd tax breaks,

Yet they were hard-pressed to say
anything more complimentary about
Clinton’s proposal beyond that it was
worth trying,

Lieherman, chairman of the Senate
Smali  Business Subcommittee on
Competitiveness, called it “a very
thoughtful proposal™ but seriously de-
ficient in the number of zones and
lacking in capiial inventives for busi-
nesses,

Hengel snid it was & shame thst
enterprise zones wers seill thouphy of
&% an sxperiment, considering that the
sidminisiration lncks an urhan poliey.

Remp, whe crusaded for caterprise
zon05 o8 a GOP House member and
then HUD secretary, called Clintons
approach “g throwback fe the top-
down. paternalistic podicles, which
have dominated liberals’ thinking on
poverty sines the Great Soeiely.”

... As disappointed as they were with
Clinton’s plan, they were even less
happy with the Senate, which has ne

ity "

e tw wer A ———
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gnterprise zone proposal in ite deficlr.
reduction bill, known as the reconcili.
ation Bill. And $0 the fmume of this
much.dehatad approach to distressed
communities now resis with a Hooge-
Senate conference commiites, Weak-
fy Repart, p. 1799)

What are the chances that the final
praduct will contain seme sort of en-
terpuise zone plan? .

“They're much, much better than
good,” said Rangel, o conferee who be-
lieves that key Democrats on the Sanntle
Finanee Committee and the Houss
Ways and Means Commit.
tee suppori the plan.

Whetever his misgiv-
ings sbowut Clinton's offer-
ing, Hange} wants the plan
engeted, Itis time, he sayvs,
fu target poverty-stricken
aress with meaningiul fed.
pral legisistion. And ne
muifer how Many Zones
are created, he said, “you
have io moke sure they
work,” He does not want o
add ts the htany of well
sntentioned but only musd.
grately successiul federal

and little fodersl money — 31 million a
year for administrative expenses.

HUD developed regulations for the
zomes and acespied almogt 300 apphi-
cations frum mreas secking designa-
tion. But Kemp, who became HUD
secredary in 1989, decided thot the la!_.ve
waz flawed, especiafly betause
Iacked federat tay incentives, No fed-
eral enterprise zones were ever des
¢lared,

Action in the States
While the federsl government ds-

anti-pverty ;}mgrz}ms.

Already on the Books

Alhough it s rarely
mentioned, tbe federal
governmant already has
adopted enterprise zone
legisiation.

Congress had debated
entarptise zones annually
sinee 1982, when ['resi-
dent Bonald Reagan first
presented o plan o pro-
vide federal 18% aod regu-

in downiown Tronion, N4, a
oity of 40,000, s8 urban
smnrpirine 2on86 has been in
placa since 1585 The rone
takes up 2.3 squary miles,

. and 120 businesses
panicipate. Bepefits they
mceive include a raduction
in the state sates tx

charged to customers, fromy | E

€ percent io 3 purcent.
Ahove, a pedegtrisn
walkway cholographed last
year shyws 3 mix of the old
and new. the building at

Tatory relief 1o businesses  rght haa boen refurbizhed. |

that, invested in economi-
cally depressed inner cities and raral
wwrs, {Stary, p. 183

For spveral years, either the Houee
or the Senate adopted o varjation of
anterprize zones, only Lo zee the sthar
chamber balk at the provisions.

Finally, in December 1987, Con-
gress cleared an authorization bl for
housing and cominunity development
programs that included eaterprise
zones. Howas sign&diinm iaw Feb, 5,
1988 (PL 100-242).

The law authorized HUD to desig-
nate 100 zones in which state and locai
goveraments would reduce {axes, fees
andd bureaucracy while incressing pub-
lic serviced o encoursge econmmic de-
velopment. Two-thirds of the zones
were in cities, one-third in reral sreas,

But the law provided no tax breaks

bated the merits of zones in the 1380,
many states put them toa test. About 40
slates authorized enterprise zoses, and
the 30 most sctive states named about
B0, Typical inceniives include loens
and loan guarantess, reductions in sales
and Joval property taxes for busisicsses
that loeate in depressed areas, and tas
credts for hiring local employess.
Proponents argue that new federsl
legislation is necessary ~ even though
its absence has not deterred state and
local activity — mninly because a fed-
eral pressnce eould lend wmore energy
and influence, Federal tax breaks are in
dernand because feders] taxes generally
are higher than state and local taxes.
“Y ot got more bang for your tneen.-
tive buck.” said Michael Aflan Wolf, 4
law and history professor at the Uni.

SBCEAL POLICY

versity of Richmond and an expert in
suierprise zones.

Proponenis aiso say that federal
legislation would bring needed atten-
tion to depressed aress.

“Fhere hos been too much empha.
sis on ihae tax incentives,” said Rich.
grd Cowden, executive direcior of the
American Assueistion of Enterprise
Zones, based in Washingzon, More im-
portaat than fax breaks, he said, i3
that federal legisiution would “eneaur-
age greater sitention on the nesds of
these aregs by the ciiies and siatles
themselves, and target foederal re-
sources more efficiently.”™

Cowden and Wolf say that the state
siforts have evolved: Originally they
were sesn by some 88 o wev 1o lassen
government's role in poverty-stricken
areas by reducing or eliminating tazes
and regulations. States and localijjes
have goiten mors involved in the zanes,
they say, improving roads and sewers,
enbancing social services, helping fi-
pance businesses asd merketing the
zone itsell.

Clintou's proposnl seems consis-
tent, Cowden suid. “I¢ resily does rep-
resent whyt we've
fearned.”

Kemp, however, de-
rides the way in which
Ciinton’s  pian  applies
% these lessons. He warned
thet it would cresis »
“sone czar” who sould
chuose recipienis of fod.
eral largess, pufting o

premiutn oo political
elout,

*We need to fof the
marketplace weork,”

Kemp said. He argued for
more hroad-based incen-
fives for cupital forma.
tion, incluging eliminating the sepiial
gains tax on anyone who works, saves
or invests in enterprise zones,

Ciinton's Pian

Clinton envisions cresting an En-
terprige Board made up of domestic
sgeony Cabinet secretaries to coordi-
nate his program.

Hiz propused Esonomic Empower-
ment Actof 1983 includes $4.1 Billion in
new tax breaks over five vears. About §3
billion in brenks would be for employ-
ment and training wage eredita for busi.
nesges in the 14} empowerment zones,
applicable to new and existing 2mploy-
eez. The remaining $1 Milies would fund
other tax incentives. About $1 hillion
more would be availabletor block grants
and a community policing progrem,
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The House accepted most of Clis.
ton's proposalin jis reconciliation hill,
Clinton emphasized that “not a single
dollar will go out without|z coordie
natad sirnategy developed atlthe grass.
rants leved” ’

The prospect of federal offivinis
weerscaing aud analyzing local enter.
prise zous activity rankles Stusnt M,
Butler, director of domestic puliey
studiss gt the Hentage Foundation, a
conservative thisk tank, Butler devel.
oped the idea of enterprise] zones iy
the United States in 1979 by rodify-
ing an approach used in England,

“The premise of the whole ides is
that peonle in the lncalitios pre more
tikely to be abie to figure outf what is
gring 1o work on thelr sreps than
sumehiody in Washington or sonshedy
in the statebouse, for thal matie:,”
Rutler said, |

Butler does ot necessarily objest 1o
the increased presence of state and local
governmentsinenterprise zones. He just
does not want the feders) goverument
much involved bovend providing tax
breaks, He said federal officials sught 1e
be “on 1ap, not an top.”

Hesittes not creating enough kones or
ineeniives Tor capital formation, Butler
said Clintards plan had “too much -
dustrial policy and micromanagemant.”
‘That gets to the heart of conservative
eriticism of Clintor's plan: The'spectet
of federal cantral aver Iocal activities.

Wolf defended the administra-
tion's approack, soyving federsl offi.
cials vught 1o oversee Jocal strategios

“There hat to be accountability,”
Wolf sald. “They den’t want 1o get
inie the business of actually running
the erterprise zones. Bul they do wani
to play # role to make sure that the
money i3 spent wisely.” !

The inck of capital-based tax in-
centives also has drawn complaints
from radivons! supporters of enter-
prisy sones !

Paul L. Prvde Jr, president of 2
Washington-based  consulting | firm
specializing in economic development,
safd the plan ought te include imore
incentives to help small new frmss raise
capital. The labor-based tax credits now
jn the plan are insufficient, he|said,
because new fizms typically do not bave
a high enough tax Hability 10 make the
credits worthwhile. :

Ha gugpested allowing individusis to
dedust the cost of purchasing sioék ia-
susd by zune businesses, Ha also favers
tax deferments on cepital gaing pro-
ceeds that are invested In zone firms,

Lieberman regretted the small num-
ber of zones in Clintor's plan, saying

1882 — JULY 17,1903 €Q

The House Proposal

The House version of the reconciliation bill (R 2264} includes Presiv
dent Clinden's tax propossls for enterprise zones. The Senate version does
oot inclugle zanes, T'he House plan would cost about $4.1 bLillion over five
yeuars. inclugding ehuut 83 hilllon in employer wage credits and targeted jobs
tax credits for certein businesses in empowsrbitnl zones,

The House version wauld do the follpwing:

® Number: {reate 1 empowerment zones snd 100 enterprise communk
ties for fiscal 1984 and 1985 Empowerment zones would be eligibie for
miore tax incentives than enterprise communities,

# Placement: Loeate six empowerment 2ones in urban areas, thres in
rural areas ol one on an Indian reservation. The 104 enterprise communis
ties woeuld include 65 in urban aress, 30 in rural areas and five on Indian
reservatipns. Urban zones wonld be designated by the secretary of Housing
and Urban Development. The Agriculiure secretary would designate rural
zones, and the inierior secretnry would designate Indinn zones.

s Enterprise Baard: Stipulate that g board made up of federa) agengy
officinls — o be established later — voordingte the designatiom of zones.

# Efigibility: Limit the size and popudation of zose boundaries, which
would be placed in high-poveriy areas. Urban zones, for example, conld nit
have a population of more thas 200,880 people.

s Employer wage credit: Permit a tax credit on emplovee wages ti: all
cinployera within an empowerment zone, The credit, 25 percent on the first
320,080 of wages and cerlain training expenses, would apply to hoth new
and existing employees who live and work in the zone. The credit would be
phased oul wver four years, beginning in 2001, ..

s Targeted jobs tax credit: Bxpand the arpetod obs tax eredit outside
the empowerment zooe tu businesses that hire zone residents. The maxi-
murm credit would be $2.400, or 40 percent of the first 38,000 in wages,

¢ Savings eredit: Apply a 50 poresnt credit — up 1o 3700 — on emplay.
ers’ contributions to retirement plans of emplovees who work and Hve in sa
empowerment zorie,

e Praperty expensing: Raise the smount empowerment zone businesses
can write off for investing in depreciable property from 10,000 to $75.000
in the first year. For a zone business 1w qualify for such invesument tax
incentives, at feast 35 percent of its employees must live in the zone.

s Accelerated depreciation: Allow faster depreciation for investment
in buildings and equipment used by yualified empowerment zone busi-
nesses. Recovery periods would be reduced by about one-thivd, For txam.
ple. property that nermally depreciates in three vears could be depreciated
in two years. '

e Tax-exempt bond financing: Create tax-exempt bonds for gualified
husineases within an empowerment zone, The meximum amount wauald be
$3 millien per business per zone to & maximam of $20 million per business
for all zomes. Businesses in enterprise cotnunitics also would be eligible for
modified 1ax-ezempt bond financing.

¢ Low-income bousing credit: Expand the low-income housing credit
by 30 percent for buildings In aress withis empowerment zones or enter-
prise comsmimities that are considersd “difffoult to develop” ~ defined as
census traets with a poverty rate of at lesst 30 percent,

. —tefirey L. Katz

the oniv ones that counted were the 10

maintaining that most  businesses

empowerment aones; “it's a poliey
mistake sad a squardering of incen-
tives to pour ihem into these 1D areps
while the rest of the counury ., . geis
sothing.”

Rangel downplayed ibe Impors
tance of increased tax incenilves,

would not expand or relocate into de-
pressed arens withuut improvements
in infrastructure and social services.
Hangel alsv said he would resist
adding more zones unless more federal
funds were made available.
“if these things are made national,

@
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Zo.nes of Contention

: .
-Entﬂrp?‘i% zone legislation has surfaced every year for 13 years, In 1982, President Ronald Reagon intsoducsd &

plan closely resembling a bill sponsored in 1980 and 1981 by Repoblicans including Jack F. Kemp, N.Y. Gne bill
was eveu enacted — but did st result i any action. Here is a chronology:

1
1982: Respon introduced a .plap
March 23, saying that federa) tax
breaks and regulatory relief weould
help create jobs in poor inper cities,
The plan would have designated 25
zones annuafly 'for thres vears, The
fenate Finance Commiltee Included
the proposal in 2 tax hill, stipulating
that eight zones eack vear would be
designated in poor rusal areas. But
House Democratic leaders npposed
the legislation, which eventually died,

1883: The Senate Finunce Commitiee passed legisla-
tion to create 75 2ones over three vaars, with 25 zones in
rural areas. The Senste adopied the measure when it
passed 8 deficit-reduction bill, but the plan was
dropped in conference with the Houze.

1884; Sen. Hob Dole, R-Kan, introduced emterprise
zone legistation, but it never saw floor action. Then
House Minority, Whip Trent Lott, R-Miss., tried to
meve the legislation, but it never was reported from the
Ways and Means Committes.

1985 An ompibus bousing bill included enterprise
zonsg, The House Banking Committee, which approved
1he hill, instructed the Depariment of Housing and Ur-
ban Development (HUL so select 75 zones. Unlike pre-
vicus bills, this ene did net include foderal tax incen-
tives hut did walve certain business regulations.

1986: in a revision of the 1985 bifl, the number of
enterprise zones jumped W 109, with one-third ta he
located in rural areas. The House sttached the measure
to a regoncilistion bill, but conferses dropped the hous-
ing provisions. The House also added the legislation to
an omnibus banlking bill, which eventually died.

1987: Congress cleared g housing
Hill inte in [ecember that suthorized
HUD to designate 100 enterprise
zones, one-third of them in neral ar-
eas. The till inchuded no federal tax
bresks but relied on local and state tax
brezis, The 2ones were to retain their
designaiion for 25 vears, with reviews
every four years. The bill provided $1
mitiion & year for admirdstrative costa,

1988: President Reagan signed the
housing bill (PL 160-242} into law in
February. But no enterprise 2ones were ever designsted,

1ORO: President George Bush endorsed federel tax breaks
in his bousing proposal. Introdusced in Nevermber, the
propossl advetated giving capital gains tax exemptions to
enterprise zone husinesses, Bush alao wanted {6 give cities
grants and insurance in exehange for relaxed zoning and
constraetion laws in the zonea

1990: The budget summit included federal tax bresks
for husinesses witling ¢o locate in enterprise vones, but
the ijea eventually was dropped,

1991 Lawmakers mtroduced 14 ewterprise zone bills,

1892 The Los Angeles tiots in April catapulied enter-
prive zanes back inte the sationsl spetlighs; Cangress
inchaded langsage {or them in two tax hills, Before the
riots, Congress sent Bugh a bill that would have created
10 wrbsn and rorai zones. Bush veteed it in March.
Congress sent another tax bill in Nevember, including
B zonss, 28 in cities amd 25 in rurel areas. The hili
would have provided a 60 percent capital gains zut and
ather wedit messures, Bugh vetoed that tax bill, too.

—Brnd Wong

.. umiess you put i the resoussed to
make these things work, then #'s tizsue.
paper thin and doosmed s fatl,” he said,

Rangel represents parnt of New
Yaork City, which is widely expected to
get an empowerment zone, as are fos
Angeles and Chicago,'

Surviving Racom:ﬁiatliun

Hy most accounts some emerprize
zone provislons are expected $o sur-
vive the Houso-Senate confersnce on
the recencilintion bill,,

Az with other aspeets of Clinton's
proposals in the recoaciliation hill, en.
terprise zanes remain imporiant 1o a
certain constitueuey — in this cese,

{hose who want fo incresse arhan sid.

The Congressional Black Csucus
says inclusiag of the zones in the bill i
“non-negotiable.” There is Hitle orga-
nized opposition. Senate action on the
zoues could be impeded by the Byrd
ruip, however. The rule, namesd for Hs
author, Sen. Robert C, Byed, D-W.Va,
seeks 1o prohibit non-germene o7 ex-
traaeous provisions in the recenciliation
hill. The zones could be considered noan-
germane because they are unselated to
the bill's deficit-reduction goals. I 2
sepator raises o point of order invoking
the Byrd rule, the non-germane provi-
sions are struck from the bil unless the
rule is waived by 80 votes,

“My hope is bevausa this has been
genuinely a bipartisan idea, that the
Republicans whe are presumably go-
ing 1o be making the Byrd rule ohjes-
iions will not obileet to the eaterprise
zones,” Lisbhermarn said.

in the meantime, he is lrving to
reshape the legislation by dramatically
reducing the empioyee tax credits and
limiting the aize of each zome, while
increasing the number of zores and the
ncentives for capital formation,

The mixed ernotions rernain. That
this proposal is close 1o being eaacted,
Lieberman saldl, s "asif vow've arrived
at the promised land, and it's not quite
the way they've described it for vour” w
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Change the Way Govemment Works in I);s{ressed Aress —= This’ mpesa% offers
local communities the incentives; targeted investments, dcrcgulath} and ﬁ&xxbzizzy
.thcy need to work with the private sector to develop camptchmszve SCONOMIC ;.
‘strategies to generate business, create jobs, make their streets safe, buiid community,
and empower people to get ahead. No community will be eligible for a single dollar
of federal enterprise support, however, unless it submits such a comprehensive |
straztgzc plan that brings together the the community, the private Sector and local
‘government angd demonstrates how it will reform the delivery of gnvcmmem services
to achieve these goals. All designations, grants, awards, and waivers will be made
through a single, competitive designation process open to all dzstresscd communities,

ruzal and urbazz, across the c{;zmtry

Enterprzse Board and Waiver Authority

s Composition of Enterprise Board: Thc Act creates an Enterprise Board
~ composed of the Secretaties of HUD, Agriculture, Interior, Treasury, HHS,
* Fducation, Labor, Ccmmemc, Veterans Affairs, Transportation, the Attormney
General, EPA Administrator, Small Business Administrator, and Director of
Office of National Drug Control Policy. Up to 11 other members may be
designated by the President..

® Single Point of Cm:ttactr an Cabinet Secretary will provide a single gami of
comtact for issuing the. rcqucst for proposals, reviewing the wm;}mhmgzve
strategic plans, and receiving requests for assistance and regulatory walvers for
‘each local community.

® Authority to Develop Selection Criteria; The Enterprise Board is charged

: with developing the sclection criteria for designating empowerment zones and
enterprise communitics. The criteria must include congideration of the |
effectiveness of the strategic plans, the assurances and measurable benchmarks
10 implement such plans, and their innovation and promise in achieving the

- goals of the Act.

Tl Waiver Authority: The Enterprise Board is authorized to waive any provision

3 of Federal law or regulation administered by the Secretaries of HUD,
Agriculture, HHS, Labor, or Education, if the Board detenmines the waiver is

. necessary for achicvement of the purposes of the Act with 1espect to
implomenting the comprebensive strategic plan of an empowerment zone or

* enterprise community. The Board must consult with the relevant agency before
granting any waiver. Any disputes will, ultimately, be resolved by the
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‘President. - -

Exceptions to Waiver Authority: Excluded from this waiver authority arc

rules for eligibility and benefi ts under the Social Security Act and Food Stamp
Act, and laws and mguiatwn& concerming public or individual health, safety,
civil rights and nonwézscrzmmatmn, environmental ;amtcctwn, labor relations,
labor standards, -occupational health or safety, pensions, taxation or any other
law that the Attomey General shall by regulation exclude.

;Campeiiii% Designation Process

.

Designating Secmtarics h mnsuitatmn with the Enterprise Board, the
Seeretary of HUD will designate the urban zones, the Secretary of ﬁ;gncuimm
will designate the rural zones, and the Seeretary of Interior will designate the

Indian zones.

Comprehensive Strategic Plan:  Applicants must meet the eligibility criteria
and put forward a comprehensive strategic plan for ¢oordinated economic,”

_ human, community and physical development for the proposed nominated area.

The plan must describe: (1) how the affected community is a full partner in
the process of developing and implementing the plan; (2} the extent to which
the State, local, and private resources will be available in the nominated ares;
(3) the baseline, methods of evaluation, and benchmarks for measuring success

_in carrying out the plan.

Revacation of Designation: The Designating Secretary, in consultation with
the Enterprise Board, may revoke the designation if the local government
modifics the boundaries of a zone or is not complying substantially with, or
fails to make progress in, achieving benchmarks in the strategic plan.

Performance Review, Independent Evaluation and Sunset

Anvual Reviews: Each designated area will be reviewed annually for
performance in achieving benchmarks containgd in its strategic plan. We will
tearn from the best efforts of 110 communities all across America what works
and what doesnt.

Requiring Results: In the event of substantial noncompliance or failure to
make progress in achieving benchmarks, the Designating Secretary may
withhold or reduce enterprise grant amounts or require appropriate changes in
the strategic plan.

Independent Evaluation: The National Academy of Sciences will conduct an
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1ndepcndznt study of the effectiveness of empowerment zones and enterprise

" communities and publish interim and final reports in 1997 and 2003
" respectively.  Based thereon, the Congress may madlfy, extend, cxpaﬁé of

reopen the Act.

Sunset; Ten years after enactment, this Act will sunset. This will assure
careful consideration of what works and what doesn't.

Number of Designated Areas (Zones)

{
Empowernment Zones:

i

i

I
]
]

10 zones with 6 urban {and a total resident population at the time of

designation of 756,000 or less), 3 rural (total pnpzzlatwn of 90,000}, and 1
Indian reservation. (

All may be designated as early as 1994, Designation runs for 10 years, subject
1o early termination for non—-compliance or failure to achieve results,

Enterprise Cormmunities:

»

™

160 zones (65 urban, 30 rural, and S Indian).

. All may be designated as early as 1994, Designation runs for 10 years, subject

to carly termination. 7
£

Eligibility Criteria

1. Geographic and Population Restrictions

. Utban zones can consist of up to 3 noncontiguous areas in 2 or fewer
. Statcs,
. Ruzal zones can consist of up to

- 3 noncontizuous areas if located in 1 state, or
- i contiguous area if located in up to 3 states.

. Size limits:
20 square miles for urban zones.
1,000 square miles for rural and Indian zones.

Maximum population:
- For cities with populations of 500,000 or above, the lesser of
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;‘ 200,600 residents or 10 percent of ity population,
{ ‘ - For cities with populations. less than 500,000, zones can have a

- maximum population of 30,000 residents.
- For rural arcas up t© 30,000 residents.

_i

j

! 2. Poverty Rates: s
; G¢ﬁeraliy, within each zone, |

H

® . 50 percent of census tracts must have a poverty rate of 35 percent or

more,
» 90 percent of census tracts must have a poverty rate of 25 percent or
more, and . ’
3 100 percent of census tracts must have a poventy rate of 20 percent or
more. ’

Subject to the foﬁnwing exceptions -

- The Designating Secretary has discretion to reduce by 5 percentage
f points the 35 percent, 25 percent, and 20 percent thresholds for not
; more than 10 percent of the tracts in the zone {or, if fewer, 5 tracts).

- There is also a special exception for consus tracts having either (i) no
population, or (ii} population less than 2,000 residents where more than
~ 75 pescent of the tract is zoned for commercial or industrial use,

. Central business districts can be included in zones but any tract
inciuding part of the central business district must have a poverty rate
of 35 percent or more,

Investments Under the Act —-- Approximately $4 billion {n gxisting investments will
be targeted with approximately 84 billion in new tax incentives on empowerment

zones and enterprise communitics.

1. Enterprise Grants ~ 2 total of $513,500,000 is authorized for FY 1993 and 1994
for enterprise grants.

» Amount of Grants in Empowerment Zones: up to $30 million per year for
urban and up to $10 million per year for rural or Indian zones.

. Amount of Grants in Enterprise Communities: Up to $3 million per year
for urban and up 10 §1 million per year for rural or Indian zones.



. Uses of Grants: Applicants must state’ in their coordinated strategic plan how
they will invest enterprise grant monies.” Once zones and communities are
designated, spending must conform to the approved plan. Communities will be
free to propose uses that they feel are most needed aud effective in achieving
the cnterprise mission. Possible cxamp!cs of uses include:

~=-  creating new, coordinated delivery systems for relovant government
services

—-—  creating commusity lending or micro-enterprise loan funds

-~ providing technical assistance, entreprencorial support, workforce gkill
programs and job-search and job~matching networks in the labor
market

--  leveraging private matching support

—--  matching funds for community dcvck}pmcnt carperatmns

vl e e g he e e Attt . o

2 Community Policing — A total of $500,000,000 is authorized for FY 1993 and
11994 for public safety and policing grants.

o The Attomey General may award grants to enieyprise zones or enferprise
, communities to increase police presence, expand cooperative efforts between
i law enforcement and the community and ‘assure public safety.

kS In making community policing awards, the Attorney General will give prority
to empowerment zones and enterprise communities and will consult with the
Enterprise Board in making such grants. .
V4

| 3. Innovative Programs and Zone Priority Investments —— In addition to priority
participation in the new funds for the proposed Community Development Banking
Fund, the President has also requested his Cabinet to offer proposals to target at least
another $3 bitlion of existing funds within the zones and communities. Several
% departments have already made commitments for innovative programs equalling this
; amount while other agencies have offered (o give priority designationg for additional
, agency initiatives to zones and communities. All of these programs and initiatives call
' for substantial, community-based, bottom-up planning. They will all be made

| available through the designation process so that applicants may integrate these

programs into their comprehensive strategic plans, Examples include:

® Community Partnerships Against Crime (HUD)
. Up to 30 Enterprise School Communitics (DoEd)
. Matching Fund for CICs (HUD)

™ SBA, Commerce, and EDA funds and technical assistance
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School-to~work, Apprenticeship, YouthBuild, lob Corps (DoEd, DOL, HUD)
®  "One Stop" Carber and Opportunity Centers (JPTA/DOL)
¢ Drug Prevention'and Rehabilitation-to-Waork (HHS/DOY)

. Distressed Public Housing, Access and Moving to Opportunities (HUD and
poT)

ic McKinney Homeless Shehter, Training, Self-sufficiency (HUI))

4, Flexibility over Existing Federal Funds ~— Perhaps most valuable, waivers will
be granted by the Enterprise Board as appropriate to allow cach zone or community to
:impiement its own strategic plan. This will allow local communities to make existing
federal dollars from many sources and programs go further and accomplish more.
Zones and communities will then be judged not on whether they adhere to a maze of
often conflicting federal regulations, but on the extent to which they perform in
‘achieving the benchmarks established in their own comprehensive strategic plans.

_;Tax Incentives for Empowerment Zones and Enterprise Communities
)
1. Zone Resident Empowerment Savings Credit

. Provide a 50 percent credit on zone employers' retirement plan
contributions (f(}/rthcir employees who live and work in the zone) up to
2 percent of compensation not in excess of $35,000.

E
@

. Employer's contribution may be in the form of an employer match or
non-zlective contribution (2., it may not be in form of a salary
reduction).

. Retirement plan must be a qualified defined contribution plan, other

than: an ESOP or stock bonus plan, and for small employers may b a
simplified employee pension,

. Penalty free withdrawals could be made to pay for education, health
expenses, and purchases of new homes (or start a business).

. Credit wauld be in lieu of employers' deduction of contribution.
» Credit would be in addition to the ETC.

) Enmployer contribution must be 108 pereent vested.

&



No AMT offset.

2. Low-income housing credit expanded for construction

I L e e VR YRR

*

For purposcs of low~income housing tax credit, zone tracts with at least
30 percent poverty levels qualify as “difficult to develop” arca, so credit
is increased by 30 percent. Effect is the same as providing 91 percent
credit instead of 70 percent, or 39 percent credit instead of 30 percent.

Subject to existing volume caps.

3. Tax-exempt enterprise zone facility bonds for zone businesses

1
1

i
!
;
|
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New category of exempt activity bonds created for facilities of qualified
zone businesses located in zones.

Up to $3 million per business per zone in bond funding and $20 mllllOIl
per business for all zones,

50 pereent of financing subject to existing volume cap.

Bonds are excepted from section 265 bank deductibility prohibition.

Tax Incentives Available only for Empowerment Zoues

;l Employment and Training Credit (ETC)

From écs;g,na:zon through 2000, employer credit of 25 percent of the
first $20,000 of wages earned by employees who are zone residents and
perform all services in the zone.

Rate of credit phases-out 5 percent per year from 2001 through 2004,
- in 2001, the credit is 20 percent

- it 20002, the credit is 15 pereent

- in 2003, the credit is 10 percent

- in 2004, the credit is 5 percent

25 percent AMT offset.

Qualified wages include certain training and aducatlonal expenses paid
on behalf of the employee.

Available 10 all businesses that employ zone residemts 10 work in the

7
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Zone.

!- 2. Targeted Jobs Tax Credit (TJTC)

|

Zone residents would become a targeted group. Employers (including
employers outside the zone) would claim the 40 percent TITC :::res:ht on
up to $6,000 of Airst-year wages of zone 1esidents.

Zone employvers not cligible for both ETC and TITC on first-year
wages {may choose on employee—~by-employee basis).

Availabie to all non-zone businesses, :

3. Property expensing

Increase section 179 expensing for depreciable property for qualified
zone businesses from $10,000 o £75,000 per year.

- Expand expensing to include buildings used in qualified zone

businesses.

The end of the phase~out range of section 179 applying 1o persanal
property extended from $210,00 to $350,000 of property placed in

service, o
S

p
Section 179 increase also applics for AMT purposes.

Among other requiterients to ensure close ties to the zone, qualified
zone businesses must have at least 35 percent of employess who are
zone residents, and do not include certain types of businesses.

4. Accelerated depreciation

»

Altow shorter recovery periods for section 168 depreciation of
investment in tangible property, including buildings, used in qualified
zone businesses,

- 3-year property depreciated over 2 years.

- S~year property depreciated over 3 years.

- T-year propenty depreciated over 4 years.

- 10~year property depreciated over 6 years.

- 15~year property depreciated over 9 years.

- 2~year properiy depreciated over 12 years.

- Non-residential real property depreciated over 22 years.



. Shorter recovery periods would be used for AMT puUrposes.

. Among other requirements, qualified zone businesses must have at least
35 percent of employees who are zone residents, and do not include
certain types of buginesses.

. A A, bbb, sttt bt ovirr e

5. Tax-exempt Financing for Resident Owned Businesses and Community

j

Investment Corporations and Funds
. Provide tax-exempt bond financing for businesses and community
investment corporations and funds that arc more than 50 percent owned.
by individual zone residents.

» Up to $3 million per business per zone in bond funding and $20 million
per business for all zones.

. 25 percent of financing subject to existing volume cap.
» Boads are excepted from section 265 bank deductibility prohibitiosn.

The labor incentives - ETC and TITC =~ account for approximately 80% of the FY94~
FY98 $4.1 billion in tax incentives.
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' THE WHITE HOUSE

WASHINGTON

l June 30, 1993

|
1 MEMORANDUM FOR GENE SPERLING AND BRUCE REED

FROM: PAUL DIMOND

\ SUBJECT: EMPOWERMENT ZONE AUTHORIZING LEGISLATION

|
| I. BACKGROUND.

For the Past six weeks I have been working with Senate and
House Staff on fleshing out the skeletal language in our
authorizing legislation for empowerment zones, "The Economic
- Empowerment Act of 1993." I am at a particularly thorny sticking
'point and need your advice and assistance on the walver issue.

jII. SENATE

! The primary issue is how to structure the waiver provision.
Staff indicate that Chairmen Riegle (Matt Roberts) and Kennedy
.(Marsha Simon) appear willing to support an approach which gives
the Congress a "legislative veto," whereby a waiver goes into
effect unless Congress enacts legislation overturning the waiver
in a reasonably short period of time. Staff for Majority Leader
Mitchell (Kim Wallace) and Senator Sarbanes (Paul Weech)
indicate respectively, that such a waiver provision may not be
able to secure necessary support in the Senate or deprives the
Congress of its legislative prerogative to appropriate funds
(either by formula or by category). Senate staff offered a
proposal to me which would reqguire legislative approval for
?aivers of any statute befcore the waiver becomes effective.

I believe this provision i1s totally inconsistent with the
lead line in the President's package: in exchange for local
communities agreeing on a comprehensive strategic development
plan for coordinating state, local, and private resources, the
federal government will provide flexibility, coordination and

necessary walvers in federal programs to allow communities to
implement their approved plans.

Matt Roberts and I worked privately on a third approach to
implement the President's main message. It would permit waivers
of statutory provisions so long as within the program purposes of
the statute, but only if the Secretary in charge of the program
agreed to the waiver, gave the reasons for approving the waiver,
and notified Congress of the waiver and the reasons therefor.



Regular congressional coversight of the Empowerment program,
including waivers, would continue; and the waiver provision would
sunset at the end of four years to provide an opportunity to

determine whether the approach should be continued, expanded, or
curtailed.

We need to find a different process for resolving the waiver
issue: e.g., a meeting separately with Senator Mitchell's staff
(and Matt Roberts) at the White House and/or meetings with the
key members (I would recommend separately), starting with Riegle,
then Kennedy, then Mitchell..,..Thoughts about how to proceed?

Who should be involved? How should I raise the issue to get
Howard Paster's insights?

II. HOUSE.

With the assistance of Frank DeStefano and Andrew Cuomo, we
worked with Legislative Counsel for Chalrman Gonzales to flesh
out the conceptual framework that Matt Roberts and I worked out.
Although we do not have a political reading on support for this
approach yet, it will succeed in the House if we can secure the
support of Chairmen Gonzalez and Ford and the House Leadership.

Simultaneously, Subcommittee Chair Kanjorski has asked that
we consider a "third tier" of communities beyond the 110 that
would be eligible for waiver approvals, flexibility,
coordination, and one-stop shopping for federal programs on a
" priority basis. He believes, with the President, that this is
the lead line of the Empowerment proposal and should be made
avallable to all communities that the appropriate Secretary finds
have submitted a good comprehensive strategic plan for economic
development. [We could limit the number to up to another 100 or
or 200]. Kanjorskl believes that this will also increase support
for the Empowerment proposal from more members interested in
yseeing that their eligible local communities participate fully in
isuch an important process of reinventing the way government works
with the private sector to do business in distressed communities.
'Kanjorski seems willing to accept an approach where he would seek
to secure support for such an amendment in the House, while
recognizing that such an expansion of the waiver process would
make passage in the Senate more difficult. Any differences

|between the House and Senate versions would then have to be
worked out in Conference.

I would appreciate any thoughts you have on how to proceed
in the House. I will talk with Mike Wessel and, then, Howard
Paster to discuss a plan to meet with Kelsey Meek (Staff Director
of House Banking), as well as Rick Maurano and John Valencia, the
Chairman's other chief staff on the issue. With an introduction,

I also suggest meeting with Chairman Ford's Staff Director of the

Education and Labor Committee, Pat Rissler.
l

%II. Other Issues.
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A. Byrd Rule. Alan Cohen, Matt Roberts, and Maurice Foley
are now engaged with the Parliamentarian on this issue. {(Now,
that is a lot of very intelligent, perguasive power!}) It looks
like they have succeeded in gaining a much more sympathetic read
from the Parliasmentarian for our position, although some nor-
subgtantive redrafting may still be required. Progress and

_ promise, although no certain assurance, is the watch word for the

moment. I will Keep you apprised.

B. Chair of the Enterprise Board. The suggestion has been
made that the VP Chair the Enterprise Board ss a way of

symbolizing both the importance of the interagency process and
the White House commitment €0 making sure that coordination and
cne-stop shopping becowe a reality. It also would give the Vice~
President a real hands-on platform for experlencing a reinvention
process in operation, 1 think the idea has considerable merit,
altvhough HUD and AG mey need to staff the Chair. Bruce, will you

. e¥plore with the Vice~President, 1if you and Gene agree on the
cmerits?

.
]
1

t

C. Process of "iIntroducing” Changes., I think our options
are open here -« ranging from introducing & revised pisce of
legislation or asking the respective Comuittee Chairs of Banking
to introduce {hopefully, with substantial co-sponsorship,

ingluding the leadership, chairs of Education/Labor and
lJudiciary, and other members}. Again,
‘Howard's advice on this.

I would like ¢ smolicit

ica Bheryll Cashin

b i e —

Paul Weinstein

£
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REMARKS BY THE PRESIDENT
I8% TELEPHONE CALL CONCERNING
ENTERPRISE ZONES

The Oval 0ffice
19:30 KA. ¥, EOV

THE PRESIDENT: We've ot L.A., Xentucky, Chicaysn,
Baltimore, ¥York, and Rew York.

L+ Sounds like a good lina-up.

THE PRESIDENT: Sounds like a good line~up to me. I
want ¢o thank you all for juining me today. As you know, I have s
new proposal wa're going to be disousning this morning that ¥ believe
i & Pundamental depsrture froam traditionsl programs offered by
Demoeratic administrations and Zundamantsally Alifferent fyom the
previcus enterprise zone propossis offered by recant Republican
agninistrations.

All of you repragent aress of the country that, whilae
untgue, ave each joined together by a common nead. Tha acononie
patentlial of your arvems, like other urban and rural compunities, is
ptill stifled because you lack the investmant capital yvou need and =
compyrehansive atrategy for iobs and growth, What we want to do is o
help you to revive your communities economicalliy. And our proposals
for enpowarment zones and anterprise neighborhocds we bhaliave ig the
Tight way to begin.

Fedaral aid to these arass lg certainly not new, but in
the past 1t hasn't aiways worked. There hzs often been no
aoerdinated strategy for using the federal money. Your growth has
paan restrained by a maza 6f fedarsl reguistions and the need to
appenl to an array of federal agencies. And these factors heve
contributad to an unwillingness on the patt of oo many conpanias o
invast in your areas.

We're trying to changs &1l of that. We begin with a
challengar Under our program net o single dollar will go sut witheut
a coordinated atrategy developed at the grass-roots lavel. Yet your
compunities enjoy immense and zommitted talant st that lavel. Our
plan proposss s partnarship batwesn lossl organizations eo that they
can coordinate the use of federal, statz, and local rssourses,

I knew that your arsas nesd investment capitsl, both
publiic and private. Our proposal provides targeted investment
incantives to Arav investment Aallars inte distressed urban and rural
compunities. Your aress deal vwith 3 confusing maze of agencies and
regulstions., ‘This proposal features a single point of contagt ao
that the federal governmunt contrikutes to rather dhan stifles the
rebirth of your communities. We're going to streamiine regulstlons,
riles, and papsrworX so that we pewerd inftistive st the jocal lavel,

These are Iinncvatlions and new appreoaches. Theyira geing
te result in new economic growth, cpportunity and hops in aress long
denied thelr plece of the Anerigan Dream. Angd just as your loocal
wonnunities will have a chance to participate in the planning of
their scencsic revival, we also want to offer you a chance now to

MORE



discuss the ecenomi¢ challenges you face -- to discuss this new
affort to participate in the revival of your communities.

I just want to emphasize two or three things hera.
First of all, we do propose toc do something that I discussed with the
mayors a few months ago, or several weeks ago, and that is to focus
the limited money we have to spend hare in terms of tax incentives
and investments on, first of all, ten empowerment zones that will get
an enormous amount of concentrated effort to see if it works -- a
wage credit, credits for equipment, credits for rehabilitating
axisting housing =~ with a bottom-up community-based strategy, and
with a lot of walver authority. We're going to set up an entarprise
board that will provide communities the opportunity tec come and get
waivers from all these faderal rules and regulatiens. I think that's
vary important.

. In addition to that, we're going to have 100 more
enterprise communities that will bhe targets for our other community
investments, like the federal funds we're golng to spend on setting
up community policing to make the streets safer, the initiative we're
going to have in community development banks, and any number of other
initiatives we're going to have coming cut of this government. Those
100 comrpunities will be target areas for getting first crack at them.

So I think that this is the sort of thing that will
really support what a lot of you have been doing for a long time --
cutting cut a lot of the federal rules and ragulations, letting you
consclldate the funds that you're getting from these different
government agencles and getting you the chance toc develop a plan to
develop your communities.

I know it's consistent with what I always thought ought
to be done when I was a Governor, and I think it will meet with a lot
of support out in the country ancng Republicans and Democrats, and I
hope we'll get that kind of bipartisan support here in the Congress.
I think there's a good chance that we will.

Well, I've already said a little more than I meant to.
I'd like to now go to our cities and hear from them one at a time,
and of course, the state of Kentucky, too. But let's begin with Los
Angeles.

Mayor Bradley?

MAYOR BRADLEY: Mr. President, I'm pleased to joln my
colleagues in this communication with you. I congratulate you on an
innovative plan that deals with the depressed cities and townas of
Amarica. I'm pleased that you've recognized that a comprehensive,
vet innovative approach must be taken. It takes not only tax
incentives grants, kut it also takes the kind of neighborhecod
involvenent that will make this plan truly a product of the
communities that are going to be served.

I believe that it offers a great opportunity for us to
show that Amarica -can work, and the cities and the towns are the
heart of what happens in this country.

We have two organizations in our clty that are
represented here at this table with me, and I'm going to ask
representatives from each of them to speak to you now. Branda
Sheckley represents Community Build; and Tony Salazar represents
R-L4, a product of the Rebuild LA program. Let me call on Brenda
Shockley first.

M5. SHOCKLEY: Good morning, Mr. President.

THE PRESIDENT: Good morning, Brenda.

MORE
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_HS. SHOCKLEY: On behalf of Community Bulld, I'd like to
commend the sdministration on continuing its promise Lo put pecplae
2irst. Community Bulld helieves that the empowsrment 2ones
legisistion will -- particulsrly the sspest of it that reccognizes
that coummunity-based, community-initisted, bottome-up invelvement ip
eritiosl to the puscens of afforts particularly in the urban areas.

#ata aloe 1ike to gtate that your apprecistion, that of
tha adsinistretion, and the recogaition of the importance of suppsrt
puch as child caxe and icbk training Lo prograne thet are going to
allow people o have the first step of emplovabllity will be very
successtful and that they will fostar self-help, hard work ang sgocisl
responsibility.

Finally, the need for federal eiveamiining forsalired in
the form of the enterprise hoard will, I bellove, allow for
socrdinated efforts and the more flexible use of sxisting fedarasl
funds is alec critical to our efforts. Thank you.

MAYOR BRADLEY: Thank you. Tony Salazar.

MR. SALAZAR: Goeod morning, Mr. Prasident. And thank
you very mush for your leadership in bringing this initiative tc the
torafyont, It is very much nesded. Tha needs of the people in our
zities nend Lo be sddressed. ¥e at Rebuild L.A, look forward to your
partnership and working with vou and othey federsl agencien in
gonrdinsting our efforts and getting agencien and federsl funds back
te the npelgbborhoods and to small husinessens in our city. And we
very much want ¢¢ thank you for being a player and we look forward to
poaing you here in Los Angeles. Thank you.

MAYOR BRADLEY: Hr. President, although he's not going
te spenk, he will talX to the press when we Tiniah., Parksr Andevrsoen,
whe Is our staff person; the haad of our Compunity Developmant
Dapartpant, ales feins us here at the table. ALY} of s thank vou., I
neiieve that vou have heayd the rapreseniative volves of Los Angeles.
We're enger to work with you to see that this plan not only pesses
through the Congress, but le implemented.

Thank you veary puch, Mr. Presidant.

THE FRESIDENT: Thank you, Pon, aAnd I want £o thank
Prenda and Tony for what they said., 3and I want bts 4ust emphasize
that I think wa've got the propar division of isbor hare. At tha
comsunity level, you've got to provide for people who are chronicsily
unesployed 4ob training, child care, ang other supports. But those
needs and the opportunity to meat them are going to be so different
frox commanity to community. And that's why I think it's so
important bthat what we do hare in terms not only of new lnvestment,
hat An letting vou spend the money that i presently sppropriated in
the mest flexible way will guarantese that that can be done.

And then the other thing thet I want to say,
particuliarly in reaponsa to what Tony said with the Hebuild L.A.
&flort, we cantt expect, it sesps to me, & lot of new dnvestment in a
jot of ouy @ifficult arsas until wa do & couple of things that send
the right signals to the private sactox, which thle plan does.

First of all, that we appreciste the people who are
thera now and wa recognize that they have & potential to expand
enploynent In distressed communities. And ws Sught to taks cars of
the puoplia that ars there now.

And pecondly, that tha government neads €5 ftake the lsad
in ¢ffaring sone mignificant tax incentives 4o people whoe will taka
an aditional risk to €ry o give pesple & chanss whe haven't had &
chanca in a long tinme.

MORE



. And oo those are the Lhings that are part of this
program, I'm very excited about it, and I'n glad you'lrs me wall
organized to try to take advantage of it.

Iat's go on now to Governor Jones in Kentucky. We agked
the Governar to 4oln us, beckuse we wanted to ecmphasize that roral
areas will be sligible to participate in both the enpowerment 2onas
snd in the enterprise areas. And I know that Kentucky, 1ike sy home
stata, hag & lot of very poor rural comminities, and I wanted
Governer Jones €0 have & chanoa to comment on this.

Govarnor, can you hear ue?

GOVERNOR JORES: Good norning, sgaln, My, President., I
would like to, oncs again, thank you Zor having the coursage o
addyess anothar very, very significant problem. One thing you've
shown so far ia that yvou have no lack of courage when it Comes o
tuckliing the tough issues, And a2 everybody knows, when youtre oul
on tha front line attacking thess issuves, you take sonme shota. But,
hoy, are we proud of the way you're standing up for thesa tough,
difficult issums.

1 know the cther Presidents in the past have promised
fedaral participation in what usad te be called enterpriee zone
legislation, and now the eppowerment zone approach to dealing with
eur proflems in depressed areas, both in the citlas and in the rural
arsas, And we in Kentucky, of course, have had & Iot ¢f opportunity
to deal wiith this. We passsd leglslation in 1982 when we became the
third stadte in America to deal with the enterprise zone legislation.
And we have had & great daal of success in dealing with it since that
pericd of time. So we know abeoiulely without guesbtlon that it doss
work,

I vary much am axcited about the foous that you hava
placed, which I think iz very, very appropriate, as you'va talked
sbout change in the way governnpent operatas. And, heaven knows, we
need to change the way government operates, both at the fedsral level
ang at tho atate and local Jlevel. I think your foous on human
capital development is right on target. Streamlining the
ragulations, the rules, and The paperwork that have hean atrangling
21l of up for far tooc long lu :ight on target. &Stressing self-halp
and huxrd work and social responsibility, so that our people are
willing o work in Kentucky. Our peeple ars wililing to atand up and
be sounted and to do what needs to be done in order %o gat & i6h and
to get an sducation. And your willingness o let the fodeysl
government now play a meaningful role in this regazd is exiremely
heipful to all of us.

T would algp say that 2z we put the foous on sustainadla
growth, that we in Kentucky are having & national sonfarence May the
25th to the 2Bth that we ¢all From Rio To The Capitals »« the state
ptrategies for sustainable development, a feollow-up from what
happaned in Rio, which I think fites exactly in what you'ra talking
akout here =~ in how The fedaral government, the atate government and
ioonl governments oan work togather to provide the dobe and to
provide the suatainable developprent that we need.

But becauss of the activity that we've had in the past
working with anterprize zones oy smpowerment 2onag, we know it works
and :a‘zu ready to stand with you and to particvipsate in svary way
postible. :

THE PRESIDENT: Well, thanX you very much, 1'd just
like to make a couple of comments about what you eaid., Firet of =li,
most of our listeners may know, but some may not, that you had a vsry
distinguished career in business before you becams the Governor of
Fentucky -~ or got Into Kentucky poelitics.

KORE
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. Ona of the things that I think all of us have noticed
whoe have been govarnors or mayors is that an enormous amount of the
money that'p appropristed for apecial programs is often peeled off
before it finally gets £o its ultimate purpose by all the various
adninigtrative layers and regulstory regulrements -- thay're are on
the money. And one of ths things that we're trylnyg to do here by
setting up this anterprisas board and giving pecple the chance to come
up with plans thet would put a lot of thess funds togather le to make
the monsy go a iot further., And it dovatails vary well with what the
Vica President is %rying to do and ko look - In looking at the whole
structure of the fedaral goverspest and how v oan overhaul i,

$

And we’'ra up hare now trying to cut spending
dramatically and find some poney Lo inoresae targeted investments In
aress whers we neoed it 10 crante dobs and lmprove education and
explore new technelogies. And Y an zonvinced that ons of the ways
weirs going to bs able &t both out the spanding programs Lhat ought
to pe cuft and increass investment is to get rid of a lok of the
iavers of regulation and mansgement that we've had,

Tha gacond point I want to make is about your conferance
coming up in May on sustainsble develipment. One ol our great
challenges is 1o Lry 0 figurs out hov to improve tha enviromment and
izmprova the econoxy at the sase time. And one of the clear areas of
ppportunity thers that no one dissgrees with fe in the ares of
environmantal clesnup in some of sur sost distressed urban and rorsl
copmunities, And ao I would hops that sll the people on this
telephone call today, as wall &8 all the paople who will haar about
this progrez and will file sppliications will look very closely at
gone of the eénvironmentsl problems in thely conmunities and at how
many peopis Gan ke put £o work in cleaning thosae up and how that can
ke a part of the snterprise propossl, beosuse that's olearly
aopething that we nesd to do.

1at's o on to Chisago now. Faver Daley is in
Wagnington todsy, ian't he?

HS, JARRETT: Yey, he's on an alrplane right now conlng
to Washington. Yim valeries Jarrett, ¥r. ¥rasideni, the Commisaioner
of Plunning and Developmant fov the ity of Chicags., And your now
initistive iz exactly what we need here in Chicago.

tuy city is a civty of diverse neighborboods, sash with »
unigue set of neads. Solutions o our complicated problenms do not
fit neatly into the oftan hundreds of disconnested faderal, atate snd
iozal reguistiona. Instead of foroing communities 40 taka on Lhe
impogaible task of tallcoring yeal nesds o the raguirements of thase
inflaexible federal requisticns, yvou are offering communities the
oppartunity to use thess dollars creatively and holistically, to
waxinixe tha chances of sustained community revitalization.

Lagt yesy in Chicsgs we adopted a holistic community-
driven approach to planning snd development, and already we have sosn
graeat success. In puy neaw initiative it sllows community groups to
submit applications for the use of funds frow four different ¢ty
departments. Onoe we target snoarsa, all of the other gty
departments work together In s conrdinsted dellivery of services
within tha eres,

One of our nelghborhoode on Chicage's weast gida wetve
already begun to gee pnaw affordable housing, the revitalization of »
commercial estyip, a new Iibrary, & new park, etrest yresurfacing and
the dencllition of abandoned bulldings.

Unffortunately, howoevey, My, President, our scurce of
funda for this praject fregquently come fron the federsl govermsant,
If we could atreamline these dollars with greatar Zisxibility, we
could opeed up the revitalization of thin arvea dramatically. ¥a have
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strong community-basad plens here ln chicags that will creats lobs
and stabilize our communities. These plang often collapse under the
weight of governmant regulation ané red tape. Your new inisiative is
sxactly what we want to see.

Itd 1ike to introduce to you, Mr. Fresident, now Ted
Rynooki. He iz the executive director of CANDO hera in Chicago, the
chicage Sescciation of Nelghborhood Development Oyganizations.

MR, WYBOCKI: Good morning, Mr. President.
THE PRESIDENT: Good morning, 7Tad.

M. WYSOCKI: We welcoma empowelment zonos as a dramatic
now divection by the federal government te encourage lncal
aoliaboration. It's a perfact fit here with our afforts. Yesterday,
¥r. President, over 600 of Chicage's mest committed nonprofit groups,
Inundstiong and government officials assenmbled as the Chicago
initiative %o discuss not only youth prograsming for thle summer, bt
&lso yesreround gang intervention and jeob initlatives an wal)l asn
wuitivesr processes for engaging communities in planning their own
future.,

I would respactfully offer three ideas that could assist
the fmplesentation of these ten enpoverment zenes and the 100
snterprise neighborhocds you'rs discussing. Firat, for industrial
Asvalopment, an fssve of prime goncern haere in Chicage, funding an
properad by Ssnator Riegle in the Abandoned Land Reuse Act, on which
Ite sovunlly teetifying tomorrow befora the Sensts Banking Committern
~= thia would greats a new HUD program to addrass tha high cost of
zleaning up theea sites thst you were just mentioning. :

fagond, on the tax credit aide, I think the real isoue
wiil e to attrmot sguity Zinancing for sconduic development rasl
estare in theza communities. I think thst kind of & taw credit couwld
ancouraga corperations to partner with communities, an wall an, nost
importantly, small business to build in these zones and nelghborhoods
that you're talking about.

Finaliy, I thirk the roie ¢of community devalopment
corporations zan be enhanced through the National Community Eoonomic
¥artnership Act, which would provide grants Loy these looal groups
and thair prejects in these communities.

Mr. President, ©n behalf of Chicago's communities, I
would like to thank you for your vision and your lesdership, You are
bringing hope to our neighborhaods.

THE PRESIDENTF: Thank you, Ted, and thank you, valeris.
Let mo Just respond to one or two 9f t¢he things that vou said. First
eof ali;, the comment Valerie made abhout diverse nelghborboods is
ciearly true. 1 have walked the streats in evary compunivy
represented on this phone call today. And I renomber being eo
impressed in Chicago more than a year ago at seslng some naw housing
censtruction in one of the Hispanlc naighborhoods from & coumunity
grotp that was the lowest-cost, highestwefflciency housing I hsd aver
sean in an urban area. And there are a lot of thean thinga golng an
in our country today which need to ke aupported not by unifors
fedaral Prograns.

Becondly, I want to say that Mayor Daley was the first
big-gity mayor to tell me, again mors than a yesar ago, that an
aNOYRoUsS axcEnt of noney being appropriated by the Congress was not
peing well spent because of all the rulss and regulstions, and that
we neaded Lo focus first on gelting more buylng for the present
dollar we're getiing. And he cited .me, chapter and verse, anoms of
the things that you've mentionad today.
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. Sacondly, I want to say €0 Ted, I think we have gt in
our economic progrsm and in this proposal significent incentives fronm
our egqulty financing for ezonenlc development. Bub T will Jook a the
community Heenomie Partnership Act, angd I do sgres that wa need to be
actively invelved in tha cleanup of sone of these sites that we van
rantore to ilndustrial development In &5 1ot of aur urban avessn if we
can solve the envircnmental prabliems.

Y soe this as a really kig job-ganarstor for Aserios
over the naxt few years, and it's a big problen dust tyying to find
work for all of the people who want €0 go Lo work now in cur epuntoy:
it's & blg problem worldwide. And the environmental cleanuy angd
rahaklilitation of & lot of these abandonad arsas in our urban oitiass
and in some of our small towns and rural areas, toq, I think is
vary, very lmportant. I thank you for that.

Lat's go on To Baltinore now, Mayor?
HAYOR SCHMOKE: Yas, slr. Good morning.

THE PRESIDENT: Are yvou really at thas Fark Sausage
Company?

MAYOR SCIMMOKE! zhsaiatazi. And Ray Haysbert, the
Chalrman of Park Ssussge, is sitting right hers next o me.

THE PRESIDENT: I want you toe send me some.  [laughter.)
T adnmit that I an hereby asking for my own POYR. {laughter.y I
plead guilty.

HAYOR SCTHMORE: Apsciutely. Wall, I*1l put My, Heysbhort
on in just A second. I want to thank you wvery nuch for this
tremendous propogal thar you have made,  You continue to gperate in a
fashion thatis consistent with your view that cities should be visved
mu centers for axpanding opportunity, whearess, nsny of the national
Isaders and certainly some on the other PAYLY simply visw cities as
pasaive shalters for the poor.,

But I'am also hera with a geantleman nemed John {linton,
who is the head of the merchants associztion in the Park Heights
community, a communlty that yeu didn't get to walk through, mut one
that has been plagued by & lot of the disadvantagas that I Xaow you
wiould like fo correct. But Mr, Clinton iz a barber, the head of the
merchant's association, a stronyg community mebivist. And he's loined
by Jim Marsalak, the Executive Director of ths Northwesnt Baltinore
Commuanity Corporation.

I want to thank you, particularly, for your focus on ——
uf these waiver authorities and giving ua flexibility av the looal
iovel. Becauss, as you've seen in walking through Sandtown,
Winchaster neighborhoods in Baltimore, we have a lot of peocple who
are veady and willing with great ldeas at the local level. Thay
aimpiy nead sone apsistance from friends at the Tederal governmant.
And the Sandtown arex, in particular, we have new howsing, health
prograns, social mervices and things of that rature, but & missing
alement has beon a comprehensive job development program eupported by
& partney st the faderal level. Aand, certainli, the anpowsrment z2one
and the enterprise neighborhoods would halp naighborhoods like that.

T want o mention one other polnt. An you probakly
know, & numbar of mayors, a2 few oFf UR Ay muating this afcerncon with
the Attorney Generkl, Hs. Reno. That, I think, is inportant, and we
hope that the Justice Depariment ia included in this conprehensive
ptrategy. Becmuss we are fighting on two frontn: we'rs fighting the
problay of crime, and we'lre alse Fighting the percaption by sone that
pur vitlers are junt coppletaly orime~ridden. 8o we need the Justice
Department involived, because w@ Xnpw that comsmunity developmant and
somsunity pelicing go handein-hand, and oan producs sone great
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resulta. And we look forward to talking to the Attorney General
about that,

ot we just turn this over te Mr. Haysbert. I think
ne's sgreed to the sausage, and he has sope othar peints, becsuse his
company now ifts in &n area that I think is & resl mpdel for what you
have taliked shout, and it's been very successful.

Mr. Haysbert?
MR. HAYSBERT: Good morning, Mr. Prasident,
THE PRESIDENT: Good sorning.

. MR, HAYSPERT: The panples are on thelr way.
fIaughtsr.)

THE PRESIDENT: Theank you.

* HR. HAYSBERY: ¥We came from whal was thoe parking lot of
ths Oriclss Park to this state~opaysted Park Cirsle enterprise zone,
And, o gourse, some af the oriticiszm hes baen that, a5 & stand-
alone program, it doesn’'t grovide the total solution for the problems
if the inner city. 850 I am delighted to ses that you are delivering
a hops, & constant tessage, by your particular progran.

I've always said that when you want to do something,
that you've got to hit the airnde and the hearts of the paevple in the
community, o your bottome-up strategy, I feel, will be effective. I
know that whan we moved into this partisulnar zone, the community had
a celebration because of what it meant to them. Ofviously, we
couldntt hire over 120 people, but for the community, it mesant that
they were not abandoned, that they wsre not sisfed Zoy the humsn
scrap heap, that thelr potential as human capital was being
recognized, .

I know, it's a very important part ef this sntire
atrategy and your ability to restructure government, 40 away with
some of the handicaps that besat us businessmen, is certainiy
apprecisted, Thank you.

THE PRESIDENT: Thank you, Raymond. JI've basn very
inpressed with the work that the Baltimere Ecvononic Development
Corporation has done there., And I Xnow you've hagd a lot of attention
to the work thet¢'s been done there over the last fev yasvrs., It's
evidence that you can take & ~» if you've got soms committed pecple
and aoue iand snd some physical structuras that ypu can really do
things to put paopls to work back in cities and Iin sress whers others
have given up.

I think that all anybody has to do is go cut thera and
geg -~ I think you'tve got, my siafl hag said, about 1,400 pecple
working in the induetrial park now, and all the dlifferent businesses
genarating taxes, attracting private investment. That's the sort of
thing we'yre golng to have to do. 'The government doesn't h&ve enough
money ¢ solve this problier. Weive got to leverage what resources we
hava €0 gat private sector people like you to come in and put folks
to werk, And I peally thank you on that.

And, Mayor 5ohmoka, I should have depended On you as #n
old prosggutor te nentlion the Jusiice Department, byt I want to
agsurs you that the Justics department is an intaqgral part of this
project. These cities, both the supowerment zonss and tha enterpriss
cities, will be considered for pricritiss for community policing, for
altarnatlve punishpents, for institutions like the druy =ourt which
Janet Reno heiped to sat up in Miami -- all things which really help
copmunitlen become safer and handle thelr crime and druy problems
petter, a4 well ae for gompunity development banka and some of the
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initiatives that we're going to have to try to bring capital into
these areas.

But the Justice Department will be a big part of that.
And she's very excited about it., You'll be able to talk to her about
it today. But we think there are a lot of things the Justice
Department can do to make both the perception and the reality of
gafer streets and safer communitles a big assat in daveloping the
aconomy and putting people to work.

MAYOR SCHMOKE: Thanks, Mr. Presidant.

THE PRESIDENT: York? Mayor Althaus, are you on the
phona?

MAYOR ALTHAUS: I sure am, Mr. Prasident.

THE PRESIDENT: My first -- the first night I spent on
my bus trip was York, Pennsylvania.

MAYOR ALTHAUS: Oh, we remember that very well. It
seems to me, Mr. President, that in this city which gave you such a
warn welcome and a boost, that if anybeody doubted it before, I hope
they would not feel very vindicated in that welcome they gave you.
Because I'vae bheen arcund this issue my whole 12 years in office, and
I have to say that this is the best, most thoughtful, comprehensive
enterprise or empowerment plan that's come out in all those years.

And I think it is that because it recognizes that the
neads are more than just a few federal tax incentives, which was the
proposal in years past. A new job ils of no valua if you have no day
care. A Jjob alcne is of no valua if you feel so unsafa you cannot
leave your home, or if you don't have the transportation to get to
it. It is the comprehensive nature that I think really makes this
the very best program.

buring the transition some of the members of the 1U.,5.
Conferance of Mayors met with your people and what we urged was that
there be a permeating sense of urban needs throughout the
administration., And this is truly exactly that. It is the
overarching interdepartmental nature of it that I think is so
stunning.

Of course, any Cabinet that has got two mayors in it I
think is a raeal plus. And I'm delighted today to deliver to you the
endorsement and the very strong support of the United States
Conference of Mayors for this. It is just a superb program.

With me are two individuals -- one of whom I'll asX to
nake a comment. PBut first there is a business leader named Robert
Lucas, who owns Classic Caramel Company. Now, I have to tell you,
Mr. Prasident, he makes a candy =-=- I think he named it kind of as a
joke == it's called dork candy, but Henry Cisnercs, I'm told, loves
it. 5o after your pork we're going to send you soma dork candy.
{Laughter.)

- THE PRESIDENT: Dork in Washington —-- that's ancther
word for =- they'll think I need that. (Laughter.)

MAYOR ALTHAUS: Well, maybe I'll send some up to the
other end of Pennsylvania Avenua then. But Bob has stayed in the
inner city. In the last three years his company has increased its
hiring 65 percent. In partnership with the city, he has bsen
rebuilding the housing around his factories simply because it is
belilavad that it is neighborhood, too, and as the neighborhood goes,
80 goes his busineas.
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1. The sther gantlienan is Bobby Simpeon, is exsputive
direstor of the Chrigtmas Addicts Nelgnborhood Association, And his
hewsing ODC hag heen rebullding housing throughout our coumunity
threugh the nelighborhned where T grew up, I have to say. But they'vs
aiso been bullding lives, rebuilding livaes through & sense of
neighborhood responsibility. And he has been laboring in thias
neighborhosd, our nelghborhoond, for over a dacade, and ha's been
looking for a partner. The city's been there with hinm, but he's bsen
iooking for another partney, and I think he's found it now. And X
want: to ask Bob Simpgon to comment. ’

M, SIMPSON: good merning, Mr. President,

THE PRESIDENT: Cood morning, Bob.,

MR, SIKPSON: I think like milliiens of cther americens,
I want to, firet of all, thank you fur kseping your campaign promise
to help the inner city., T think thir progrvam that you have is &
very, very workable progrsm. But I mus? tell you that we in York
have mcmewhat of 2 Jump-start on you.

We started a progran simllar to this about 10 years ago,
and thet was {o get the logzl business and the local paople involved
with settling and reselving thelr own grokiems. And to & isarge
deyres, we've bsgen very sugcessful at that, We took & drug-ridden
aren wver 14 yvesrs ago and turned 1235 houses inte decent, affordable
?eagea. We took VES unempicved and unesployable pecple and put then

n Aobu.

The crucial peint that I*d 1ike Lo make is on tho day
pare. We have a day sare csnter Lhat wa're very, very proud of where
95 percent of cur day sara kids are on honor rolls of their schools.
The othar peint that I'd 1like to make that you had spoken to under
your proposesl is sutting the red tape. I think that 16 a ey to any
propossl that comes down, snd that's a key te the success in the oity
of York. ¥e got rid of the red tapas, implemented the program fronm
the graus-voots Javel, Wa've done a o with little, And with think
with your help, we can do mwuch, muth more. And I just =gain want to
thank you, angd 1 appracimte your elfoert and your asmmiiment to the
irmer zitles,.

THE PRESIDENT: Thank you, Robert. You know, I think
you night be abla 20 be & model for what wea're trying to do in gous
other gities, PBut I'm aure that this worka,

A fow yoars ago a&s Sovernar, I eet up & progran quite
glmiier te this in ocur poorest vountiss, And T reguired ail of them
to come up with community-based developmant pians and thoen we vorked
hard to Lry to make sure #ll the ressurces of the stste were pub &t
their diszposal. And we evern got the federal agencies invelved, Bux
T 2)lways had tha fealing that we could have done so much more if the
fedoral govermment had been ablime to fully 1oin our efforta., Hut I'm
wary impressed by what vou've done thera.

And I want to say a special word of thanks to you, Mayoer
Althsus. You know, wa f2ind, I think, that partisan differences tend
to evaporate ths further you get away from Washington. And when sors
paoplis get down to the grass roots and have to face each other adross
tha table and deal with real problens, it's obviocus that there ars
cartain things that weork and certaln thingas that Jon't, and pecple
tend to work on what works. :

And I can't tell you how much respect I have for the
ieadarghip you'‘ve given the .5, Conference of Mayors and the
williilngness that you have expressed to work with us in trying o find
Americean solutions to thase problems. I am convinced that st the
vayy basic humasn level we naed Lo pnke a Jdeparture from the
approaches of the past. And youlve bheen willing tu &0 that and 1
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Just -+ I take my hat off to you. And I hope that we ¢an do that
nore and more and more on all these problems, becsuse & ot of these
problems are America's problems and they don't hxvs & partisan lshel
saftor them. And I think if wa'll just take -~ sll of us take our
plinders off and roll cur sleeves up, we'lll get a2 job further. And Y
really appraciate you.

Thank you.

HAYOR ALTHAUS: My, Fresident, thank you. I have to
axy, the partisanahip in ¥Washington is nobt at your end of
Pennsylvania Avenue right now. Itis preslly not. IU's besn 2 doy
working with you.

THE PRESIDENT: ‘'fhank you, Hayoer,
¥ew York? ‘
MAYOR DINKINS: Yes, asir.

THE PRESIDENT: Heilo, Hayor.

FAYOR DINKING: Nr. President, I have several people
with me, one of whon I'1} ask o say 2 gomment in a minubte. I hava
Ron Snelp, who is the President and Chief Executive Officer of the
New ¥ork City Partnership and tha New York City chamber of Commarce
in Indugtry. The Partnership was founded back in '7% by David
Rockergller and other business leaders to tap the eneray of the
business community on a yvanga of public policy issuwes, including
economic development and atfordahble honalng and sducation snd jode.
And we worked very closaly together. Thu{’ve bean with us on
international trips as well ay demonstyasting a 1ot of concern for
lecal problems.

There's bDavid Jones, who is the President and Chief
Executive Officer of the Community Sarvice Spolety, ons of the oldest
wmommunlty devalopment agenciazs in our ¢ity., Comprehensive in its
programmatic thrust, CBE, s wa ¢all i, provides direct ssrvices to
urdarserves communitias and s & formidable advocete for progressive
soclal policies at both sitaste, city, and Tederal lsvels, and provides
tochnical assistence to grass-roots neighborhood srganizavions, Tiil
asx David to say a word in & minute.

I would want you to Know that in the room also are a
coiple ©f my daputy meyors, Baryy Sullivan, & lifelong bankeyr whe,
upen his retiremsnt, we induced to come and work for us am & deputy
meysr for finance and economis developnant. And our nawest faputy
meyor, Dr. Joyce Brown, whe is an aduestoyr of aome 2% yaars!
experience who is now depuly mayoy for policy and conmunivy affairs.
8¢ I'm pleased that they'rs hare.

#r. Prosidant, I want €o commend you, ag nmy oolleagues
pafore ma have dona, for what I think ie vary cresative laadsrahip, so
goraly lacking in Hashington over the last dozen vearsn. "And we in
How York City remlly Xnow. We have suffarnd graatly because of the
shandonmant of the urban centers by Washington heratofore.

I want to say that not only are you providing. grsatar
jeadorship, buat you've put together & great team. Bok Rubin has been
AMnOYRORRlY responsive and receptive to our efforts, and Henry
Cleneron -- you'va got a mayor, A you know that yonire dolng real
well thers. And you've got a good New Yorkar in Andrew Cuomo. Ang,
of souraa, Donna Shalala. And so I am confident that youtve got the
kinds of people to put this togather.

And much has basn esaid of commmnity pelicing. And as

parhaps -~ I know you know that the forsmest proponent of commuonity
pollieing, perhapa the expert in the rmation, is Dr. lLee Patrick Brown
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that you've now tapped to head up your drug effort. And he is
aouebody whe understands full well that it's not Just law
enfarcssant, buil trestoent snd aducation thet nave to go along with
it. So I'wm delighted with this nevw lmportant initiative. As you
kitow, wy solleagus, who iz the dean andl delagats of the New ¥York
state congressional dclegstion is very interasted in this ares and I
know is working slesaly with you. I make referaencs to Congressman
charise Rangel.

¥ntve got in our ity some inltiatives that we think f£it
very well with the kinds of things you're talking about. One is what
we call Communicare, He take hemlth olinics and make primary cars
centerg of them. If provides not only betier ¢are, but at & Jesser
cogt., ¥etve got what we ouil beston achovls, where we take the
school bulidings that are there anyhovy, and nov we Xsoep thenm open
until 11:0¢ p.i, or 12:00 p.m. at nighd, six and ssven days & week,
with programs for young people and adults, funded by the elty but run
by net-for-profit coemmunity organizations.

. ¥elre very proud of ocur community pelicing. As your new
Atzorney General will %&ll you, the F3I reporis that crims is down in
tha seven mator FBI index oategories in Naw ¥ork for the first tiwe
in 38 vears. And we attribute that ¢o comnunity pelicing that Lee
Brown did for us.

e nave what we osl) busingss improvement districts,
whare business people sort of tack thamselves to tha aress. We khow
that these kinds of things can sssist what you're talking about, and
I baljeva that your empowerment initistive ls really what ope might
call the vanguazrd of an urban polley. And I think that if we make
certain the spacific weru of business incentivas and social service
pregrams are meaningful encugh to do some good, wa will be making
glant stape.

I know you've permivted me to talk overly long, so I
won't Bay more, axcept to say that we in the cliy of New York can
provide 3 laboratory for any and all of thene kinds of things that
are at the forefront of this affprt. 1 want Yo commend all of my
colleagues that have parsicipsted ln this effort and to thank you,
Mr. President. ~

Kay I prasent now, David Jonss of Community Ssrvice
Saocisty.

MR, JONEE: ¥Mr. Prasident, nice talking to you once
again. I 4ust want 0 64y & couple of thinge from the perspectiva of
not-for-profits and zemmunityebaged srganizations. ¥ think your
bottom-up approach is brilliant, and I think it's what's going £o bhe
nesded to¢ bring this change about in thess inner-city neighborhoods.
I think you should #lsc be sware, hawsver, that community-bdased
prganizations heve suffered slong with the zommunities they nhave
sarved. And theyire going Lo need tevhnival support snd suppert frop
your government agancies to provida the kRind of strategic planning
that you envision in your plan, as well as the kind of oversight that
youlre talking about. Bub I think it wiil ba seen &z & great
movemant for communityebssed organizastions amd the poor peacple
thevtre trying to serve.

I think, eobvicusly, time la up wWith the national
apprenticeshlp progran and primsry health care reform, patient rafore
and a new structure for voluntesriss and & now aspproach Lo nareelics
contrel are all going %o be lighteyears abeasd of anything that's coma
down in nearly a decada. And I hope hessuse ittty su new, that you,
yoursalf, attempt to go Iinte some of these communitien to try to gat
your passage ACross., Becauss I think @ sgree with Dr. ®ilaon, Sulius
Wilsecn, that we're leoming working- and middie~class people from Chese
communities, and they need a ray of hope ln order to stay ob and
continue the fight, eo thesge communities can revitalize themselves.
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“§£§nx‘you for the opporiunity z& make our comdents harse.
HAYDR DINKINS: Hyr. Prasidant, thank you wary smuch.

PHE PRESIDENT: ‘Thank yvou, Meyor, snd thank you, bPevid
Jones. '

Let ma 3just comment Lirst on what Nr. Jones said,
think we 40 have to provide sone sssistance o bulld up thase
compunity-based, nonprofit organizations, And I do think the
national government bas to take the laad in health care, Ln trying te
put togathar the kind of aysten that will work on }ob fralning and
apprenticeship progvams, as wsll ss trying to take » little dlffarent
direction, as you know I feel we shouid, on the drug front. And
that*s ore resssn ¥ asgksd lee Brown 4o be the dyeg ozar.

But It slso convinced that i¢€ we do this, that building
these things at the grass-roots level and having averything driven by
that is tha only way to ever get anyihing done, 1n ay opinien., I
think =« you know, wefve got €o help people to help thomselved, and
thatls what this whole thing la about.

Tha other point T wanted to nake in rasponse Lo what you
seid, Mayor Dinkineg, is, first of all, thank you for tha coppliments
on, the people in ny adninistration. Andrew Cuomo had s lot to do
with putting this initiatlive together, and he'sw sitting here in the
oval Office with me - actually, ba's svanding in the back, so he
grew about four inches whepn you were bragging on him in front of
America.

MAYOR DINKINS: Very good,

THE PRESIDENT: And I thank you for that., And let me
agaln once again enphasize that T an convinced that the axperience of
Kaw York and community policing demonstrates beyond anything I could
sax that if we 2an put theose programs in place in all the major
nejghborhoods of this country thst have corime problems we would
immedistely wake them, not only wore liveabla s&nd more sttractive, wa
would make them far moro apht to get privete investment.

This is a huge szenonic lesus ap well as a peracnal
peaurity issue. And that'ae why we've itust got to wrap the Justice
PDaparteent and orime contyol initiatives into thls whole affort. It
we dontt do 1t we cantt be puccessful Iin some sreas and if we do, of
course, tha £1lip side ip that we can, .

T want to thank nli of you s much for gliving ne a
1ittle of vour tinme toduy and for vour support of this initiative. I
hope youtll balk to your Celleagues &0yoss tha country, to the
menbars of Qongress, and sgaln resch out serosa party and other lines
and say this js something that wiil be gosd for America. I need your
halp now to pass (T and I'n resdy to go to work to do that, Thank
vou vary, very puch.

HAYOR DINKINE: Thank you, Mr. President.
THE PRESIDENT: Goodwbye.

4] ¥r. Prasident, now that you've had your ~- what
changes <o you pian Iin the White House staff to nmake your
sdniniatration more sffective?

THE PREBIDENT: Keep in nind that, hefore you ask that
guastion, this sdninissration is the only one in 17 yesrs to pass &
budgel resclution within the lega)l time 1imit., He have put ~- nssrly
as ¥ can tell, we have put more maior initiatives oul there in 100
dayy than any of oy recent pradecessors, and we're working on scme

HORE
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THE WHITE HOUSE

WASHINGTON

May 24, 1893

MEMORANDUM FOR TOM DALTON, DIRECTOR
ARKANSAS DEPARTMENT OF HUMAN SERVICES

FROM: .\ Carol H. Rasco, Assistant to the President for
Domestic Policy

SUBJECT: Empowerment Zones

I have asked Bruaa Reed and Paul Weinstein of my staff to expect
a call from ycu to discuss the referenced subject. They can be -
reached at (202)456~-6515. Please let me know 1if I can be of any

further assistance to you.

Thank you, .l
1
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EMPOWERMENT ZONES

“"Across the country, communities are reeling from a decade of declining opportunity
and rising social and economic isolation. The Clinton Administration is introducing the
Economic Empowerment Act of 1993 as the first piece of a larger community empowerment .
agenda to bring on a new era of opportunity, responsibility and community for all Americans. -

|
'I'hc,Empowcnhcnt Zone proposal represents a new approach to the problems of
distressed commumtlcs It moves beyond the old debate that the answer to every problem is
top—-down bureaucracy on the one hand or trickle~down economics on the other:
I
The traditional enterprise zone approach assumed that tax breaks alone can revitalize .-
communities without changing the way government does business. The Clinton proposal
gives local communities the incentives, deregulation and flexibility they need to work with
the private sector to develop comprehensive economic strategies to attract business, create
jobs, make their streets safe, and empower people to get ahead..

1. BO’I'I‘OM-iUP, COMMUNITY-BASED STRATEGY: Empowerment Zones will
be awarded.through a competitive, challenge grant process that gives communities new
opportunity, but demands more responsibility from them in return. No applicant will
be eligible f0r| a single dollar of federal enterprise support unless it submits a
comprchcnswc strategic plan that brings together the community, the private sector
and.local govcmmcnt and demonstrates how the community will reform the delivery
of government services. The challenge grant process is designed to empower local .
communities to be as innovative as possible.

2. ONE-STOP WAIVER AUTHORITY: An Enterprise Board -— made up of
relevant Cabinet Secretaries — will provide communities a single point of contact,
and have broad waiver authority to help communities use existing federal programs
and resources J-mn:m: effectively and efficiently to carry out-their strategic plans.

" 3. 10 EMPOWERMENT ZONES AND 100 ENTERPRISE COMMUNITIES: A
total of 110 zones will be chosen through the empowerment challenge grant process.
All 110 will be eligible for empowerment tax incentives and receive special priority
for many innovative federal programs including Community Development Banks,
Community Pollcmg, and education reform. The 10 Empowerment Zones will qualify
for additional tax incentives, including substantial Employment and Training Credits
for businesses that employ people who live within the zones.

4. INDEPENDENT EVALUATION AND SUNSET: The Act provides for
independent evaluation of what works and what doesn't before expanding to include
other communities. The entire Act will sunset after 10 years.

i
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SUMMARY OF ZONE INCENTIVES AND INVESTMENTS:

»-_s»_i.:t-

in addition 1o enhanced flexibility to coordinate strategic plans; the 10 Empowerment Zones
and the 100 Enterwisa‘Ccmmmﬁes will regeiva or be sligibis for five basic forms of incentives and:
Imvestimants: &} Capital incentives 10 spur private soctor invastment; D) Empowerment incentives; ©)
Employer wage cradits that empower both businesses within the zone and busingsses outside of the
zong that hire zons residents; d) investment programs, such as communily policing and enterprise ||
schools; and e} Zone Priority Invesiments: A hosgt of faderal programs will give recipients of the 110
zones priority status fcf grant applications for investments that may be essential 10 a comprehensive -
ampowerment sirazegy Slarred incentives "} are available only for the 10 Empowarment Zonss,

CAPITAL iNCEH?WES_
* -~ Tax-sxempt privaie activity bonds for investmens in‘tangible properly in zone
. - Expansion of Low Incoms Houging Tax Credit
-~ increased Property Expensing under Section 179*
L Accelersted- depreciation for tangible investments* ~

EMPOWERMENT INCERTIVES
. - Rasidem Empowerment Savings Accounts -- tax credits ¢ employor contributions;
penalty-—free withdrawals for education, purchase of first home, starting & smalt
busmess or investing in community investmant mrperatiart or fund
* <. Resident Empowerment Opportunity Card - ‘
e = Private actwaty bonds for zone busingsses, oommunity ivastmernt oorporations e
: funds; and ESGPs owned 50% or marg by zone residanis™

EMPLOYMEN‘I‘ AND. THA:NING CREDITS ("ETC") FOR ZONE RESIDENTS
. A mulﬂ-year ETC for zona empioyers®
e » A ons-ysar Targated ETC for non-zone ampioyers™

INVEZSTMENTS UHDEH THE ACT, .
. # % knterprise Grants C e
- . i Community Fnlmmg s e Rl
ZONE PRIGRITY INVEWW
® +  Community Pattnerships against Crims
- @~ Community Development Financial-institutions and Banis
s~  HUD Maiching Fund tor CDCs
& ~  Up to 30 Enterprise Schoot Communities
«~  S8A, Commerce and EDA funds and technical assislance
«  Behool-io-Work, Apprenticeship, Youthbuild, Youth Fair Chance, Job Corps
{rug ?revmm gnd Rehabilitation-{n-Work
w  Tine Sizg) Bhop™ Career Ceniers (JFTA), Access and Moving 10 Opportunitios
- Qisztesseez Public Housing, MeKinney Homeless Shelter Assastance
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; COSTS AND PLACEMENT™

COSTS
Tax Incentives; The President’s FY1994-1998 Budget includes a total $4.1 billion
over five years in tax incentives. Approximately 75% of the cost comes from the
Employment azz? Training wage tax credits.
Investments: "I[_‘he Empowerment Zone Proposal aims t0 match thal amount by
targeting existing investments towards Empowerment Zones and Enterprise
Communities. Over the next two years, $500 million currently in the budget will be
allocated to Enzczpﬁsz Grants for empowerment zones and communities, An
additional $500 miilion will go to community policing, of which a substantial amount
will be targeted ;toward the 110 zones.

Innovative Programs: [n addition, the President has requested that his Cabinet come
forward with proposals to target at least $3 billion of existing funds within the zones
and communities so that there can be an equal. ameuaz of investments and tax
incentives.

Several departments have already made that commitment. For example, the
Department of Education has already committed funding and support for local
communities 1o crca:c 30 Enterprise Schools -~ 24~hour, year-round community
centers —— within the zones. HUD has agreed to target $200 million of its -
Community Partnership Against Crime funds —~ public safety and drug prevention =
in the zones.

 PLACEMENT .

i

100 Enterprisejﬁammulziiies: Of the 100 Enterprise Communities,.65 will be in
urban-areas, 30 will be in rural areas, and 5 will be on Indian reservations.

10 Empowermim Zones: Of the 10 Empowerment Zones, 6 will be reserved for
urban arcas, 3 wall be rural arcas-and 1 wﬁi be an Indian rcscrvatmn
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COMMUNITY EMPOWERMENT THEMES
HUD PRESENTATION
Three Themes Emphasized

1} Economic Lift
Making Work Work
Linking Education, Training and Employment
Making Housing a Platform for Economic Opportunity
Rebuilding the Metropolitan Fconomic Basc

2} Community {e.g. botiom up rather than top down strategics, fundamentally
changing the way government docs business; encouraging comprehensive solutions to
local problems; making federal programs more flexible and responsive to community
necds)

Supporting Community Solutions

Encouraging Economic Diversity in Communitics

Rebuilding the Community Economic Base

3) Combat Destructive Behaviors
Reducing Spatial Scparation by Race and Income
Balancing Rights and Responsibilitics
Giving Every Child a Fair Chance
Restoring Sanity to America's Strects

Structures ami Procedures Proposed to Meel these Goals

Processes for Changing the Way Government Works: coordination and
wa&aiiéaiziiﬁ of agency programs across jurisdictional boundaries; dercgulation of
relevant programs; and encouragement of inferdisciplinary, community—based solutions

A i:ai;i{wiwlevei interagency task force of all key domestic agencies: to foree the
cootdination process; identify resources; manage coordination; and replicate what
works

H

1

OTHER R%LEVANT THEMES (FROM THE CLINTON CAMPAIGN AND
OTHER A(}_?ENCIES)

f
Themes that distinguish the Clinton Administration from past approaches

Bottom~up. Planning and Accountability
Unleashing Local Innovation

Pragmatic Focus on What Works

Wzl%mgmswm Elintinate Programs that Don't Work
Built~in gﬁri:}f:csses for evaluating what works

i
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Empowering Communities and People

Mobility — Physical, Economic, Social

Strcngthcninlg both Pcople and Places

Rewarding I‘Work

Making Work More Attractive than Welfare

Job Training Availability

Incentives for Private Sector Job Creation

Expanding and Fostering Business Ownership by Residents

Family |
Children and Adolescents
Parenting Support —— Jobs for Parents, Daycare, Parenting skills

I
Cqmmunity? VYalues
We arc all in this together
1

]
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THE WMITE HOUSE gj{{ ”
WASHINGTON ¢- Z,OV"‘VS
May 10, 1993 ‘

MEMORANDUM FOR DISTRIBUTION

FROM: | SHERYLL CASHIN |
' National Economic Council

SUBJECT: ‘_ Community Empowerment Policy Meeting

H

Aztachcd is the feedback we have received thus far from agencies on the assignments
that were gwcnlaz the last meeting. 1 have also attached s memorandum that I sent to you on
Friday which s:.zmmanzcs the assignments.

The followwzzgs meeting will take place tomorrow; 7 May 11 199378t 7 p.m. it-Room ¢
@ -334'OEOB. }

{ would appreciate receiving all agency feedback by tomomow. Tomorrow, I will fax
additional materials from other agencics as well as a meeting agenda. We sincerely
appreciate your insights and commitment to this effort.

If you have not siready done so, please call me at 456-6410 to confirm who will be
coming from your agency,

£



THE WHITE HOUSE
WASHINGTON

| May 7, 1993

mmomnﬁm FOR DISTRIBUTION

FROM:  SHERYLL CASHIN
; National Economic Councit

SUBJECT: | Community Empowerment Policy Meeting ~— Follow-up

Several lagencies have called and asked for 2 reprieve until Monday on the
assignments that were made at the Tuesday, May 4 meeting. Conseguently, I will try to send
everyone a package of follow-up comments on Monday afternoon. The following s &
summary of the assignments:

1) [dc:z{ification of your agency representative for the Enterprisc Board;

2} A orfc-pagc summary of new or existing agency initiatives that might be included
mna I’rcszdem;z speech on community empowerment and that will be implemented no
later tlza,n FY 1994,

%
3) Comments or suggestions on thematic directions for the Clinton Administration on
Community Empowerment, including responses to Secretary Cisperos' presentation;

I

and
4) Suggestions on how the work of this group should be structured.
f

The next mecting is still scheduled for Tuesday at 7 pam. in Room 324 of OEOB.
The same persons who participated last time should plan to attend. You will receive a
meeting agends on Monday. Please foel free to call me if you have any questions. The
attached distribution lists the persons who attended the last meeting,

f

|
Carol Rasco
Bob Rubin

Bowman Cutter
i
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101 . Gena Spearling
1
FROM: David Ellwood 4 20<

H

Subject:! Comments Development Initiativo

H

1. Community Development. We want ¢o reiterate hMow pleased and
jrproaanad we were by the sverall perspective and approsch of
Secretary Cisneros® presentation. We were aspecially plessed by
the exphasis on values, the strens on oommunity, ¢he strong
rafarence to scénomies, and the recognition of the need t6 1ink
place~pased policies, including heusing and community
intrastructure, %o services, education and othor dipmensions. We
ars particolarly sxcited ahont the poesibility of dsmongrrating
the efticacy ¢f combining a coecrdinated aryasy of initiatives in
specific or individual neighborhaods.

;

in terms of themes or values, we would strongly suggoct adding
fanily, as discussed at the meating., If anything, we would
sephagize even more strongly that work shotuld alvays e mere
rewarding than welfure. 7%This tiles to the criticslly important
theme of self-gufficicnoy, which in turn ties to the theme of
regpongibility. Trn ganeral, we should try 0 Xeep the buzz words
down ¢ a minimum, Empowerment is important, provided it is
correctly defined, but jobg, houeling, schosle, and haalth care
resonate inetingrively with pecplse. .

As a stand-alone produst, we belisve the materials provided at
the meeting ¢an geyve 3% 3 Quice for plannlng and develeoping
concrete actions. The specific purpose and usc of tho document
is unclear, but 3Sudging fros the c¢ontent, it is our assumption
that it,wiil bs relesged as a publiic announceassni wutlining the
Praaident’s vision. To the extent that this iec true, we have
some concern that parts of tho paper are very wague and lack
guffizient detail reapong tO The kinds of guestions thot will
be generated By ita release (e.g., low much new monay is being
fdentiried in support of this activity?)

!

H
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Page 2 « Gene Sperling

The docusent enbraces & theme of community commitment and a
cosrdinated faederal vole: hovavar, a grester ssphasis on the
necegsity far partnership/commitment among the all players {i.e.,
eitizens, the private sector, service providers, the community,
local, state, ond faderal goevernment) sesms appropristae. For
examplie, stat ag ¢an and ehould help, and promising pudlic-
privata partnerships are in progress in some cities, ©.4.
Avianta, Rascae City, and Austin.

From an iaplementation atandpoink, we suggest considerstion be
given o coveral altarnative approaches: 1} supplamenting and
retorming incremantally our current prograng/processes by forming
clusters of programs arcund topical aresas (e.g., preventive
bealth and primary oaxe, family cupport) and provide technical
asnistance to communities to make pore effective use of the
proqran resources; 2) sponsoring meetings with government,
private sector, and community representstives to define area
specific naeds, barriers and solutions: and 33 developing wmore
gonprehensive solutions entalling systewatic change in federal
prograng and procusses, mnore globaily.

In # more narrow context, the ?aal of linking health care zofora
te the needs of lousl copmunities, although laudabilas, has
practical considerations that may neot be applicebls in the
overall national health oare framework being devcloped. Howover,
2 a part of the reftorm efforts, health mervices provided at the
local level and funded by HES {e.g. Community Mealth Centers) is
relevant and must be responsive to community necds. We alec
rocormand that hoalth serviesss targeted at the new empowerment
zanes and enterprise neighborhoods he coordinated with the
targeted approaches being developed under heslth care roform.

%. BHS Danignes for the Entsrprisoe Beard., We understangd your
guestion to be who is the one person ¢¢ represent the Scoretary
on the Board in har absence, and will respond to that early next
waak, W want o continue to have rPeter Rdelman, Mary J¢ Bade
and me all oerve as members of the working aroup.

3. Itams te supplenent the Rocnomic Expowsrment Act. We have
jdentified seven activities o augparﬁ thia Act that we will
undaertake. A discuscsion of these is attaches.

Drug abuse prevention and treatment

Head Btart/school health

Freverntive health/primary care

Support aervices in or near public housing
Bmployment in the health care sectoer
Sarvice plarning and coordination

Welfare reform

POLDOOCBOBO
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Page 2 -~ Sane Spaxling
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1
In addition, we think any HHS-funded project thst happens to be
ioeated 'in an smpowarment 20ne or an enterprise naighborhood
should de potentially included in the coordinated plan for that
ares. Sisilarly, othnr grant programs could glve priority veo
grant-making {n the designated zones. Thus, beaides the seven
ltens listad, there may be petential involvement for compunity
actisn agonoiew, runsway yvouth prograac, deniors programs, family
preservation prograns {when the legislation {a enacted and
funded},| social service programs funded under Title XX of the
Rocial Ssauxrity Ret, community health centers, ~hild aars
programs, and community mental healih centers. In particulay, we
will consider how our community service and development programs
adninistered by osur Adminietration for Chlldrsn and Pauilias aan
be integrated with the activities under the Act.

4. Buggesticns for fubgrsupa. Sews relevant Mgubgroupe® axircady
exist on an interagency basls or are about to. Examples are
health care reform and welfare reform. In addition to thooe two
H¥Swrelated groups that alresdy exist, HES should e represented
on any subgroups that relate to human services in Its wvarious
aspects, or work on identifiable groups such ag children, youth,
or the elderly on a cross~cutting basia. Ope subgreup that might
be created would be one that looks ut linkages between services
of varicus kinds and othar institutions such ac echosls or public
houging projects.

I
Attachnent
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Community Development and Empowerment

I support of the NEC request, we have identified HHS activities that could be inchided in
the econamic empowerment strategy. Our ahility, bowaver, to specifisally designata
component pmmms depends on the final strategy plannad for implamenting this initiative.

Aupiuavh

We snvision two possible fundiug approaches for the injliative. One alternative 18 ©
consolidate funds and Bsue 2 single announcement that covers all designated pn.:gmu
authorities, and the sccond is 1o continue separate funding nmms, but give priotity
isdividual propram announcements (for scleeied programs) 1o grantees in the designated
zones. This could be preceded by 2 singles anncuncement identifying the included programs,
Each approach has inherent degrees of constreint and flexibility impacting us (HHES) and the
eventual grantes,

Contributing to a consolidated funding vehicle would require » mprogramming action for the
encompassed programs, change in authorizing legislation o allow 2 single and consolidated
grant, or an addition tn the. President's FY 1995 budget. We are concersed that such 25
agproach 1s not practical, as our ability 1o achieve similar flexibility in the past hat not been
sucoessful. On the other hand, we have been able to provide priority decignation with snme
degree of sucoess for certdn imdrintives. Thus, we support an gpproach that is congruent with
our current autboritios sy the quickest way w imploment the srategy.

We have identificd seven arcas where HHS assistance could be avaitable for inclusion in the
economic empowerment strategy. They are:

o Dn':g abuse

o Head Smart/school health

o Preventive health/primyary ¢are

o Suppott services in or near public housing
o Employment in the health care sector

o Sarvice planning and eoordingbon

o Welfars refonm

The rativoale for our selection of these areas included, among othar criteria, programs that
have increased fuoding proposed in the FY 1994 budget. The avatiability of HEHS resources
i, therefore, dependent upon what is fina¥ly appropriaied by e Congress for the
programs/activitics Wentified below.

A brief synaims of each area follows,
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Drug Aluse

There are m programs that provide appontunity for support for drug abusc prevention and
mw%m&tms A ezl of 52 milkion in FY 1004 fgads could be made
available, $6 million in the Treatment Capmt? Expansion program and $2 millwn in the
Community Parfnershdp program,

The Treatment Capaclty Expansion program provides funds tn expand the availability of dmig
Eratannt sorvives i areas of peeds as idennfied In Stare [esds asSeSSment daim and SIAlewiae
trestment plans, Punding priority for this prugram s being given 1o expand services o high-
risk populations, including racial and ethuic minoritics, pregnant and postpartuir women and

their substance-sxposcd infants, women and children volved or at risk of involvement with

thcckdéwat&m sysiem, :hckcmcizm residents of public housing, and adolescents.

. The Community Partaership program provides foads to sssiet communitics in implementing
coordinated, comprehensive, commurtty-wide alcohol aad drupg prevention systemy. Priority
for this program is to suppart strategies for reducing aloohol and tobaeos products by thoss o
whom it is unlawful to sell such products,

The Department is 1 the midst of a arge expangion of the Head Start program that serves
pre-school children, As Head Swrt expands, we aro working carcfully to both increase Head
Start eoroliment and improve program quality. We a1so are working ciosely with the
Depurtment of Education 1o improve coordination betwesn Head Start and education
programs, injparticular 1o ephance (e Lransilion from Head Start to school. HHES is currently
funding 32 Head Start transition projects (0 iwprove e transtlion of Head Stars children ©
school and 1o demonstrue effective models for providing supportive servives tirough the
carly years of u Head Stare child's school edocation. Within the context of the Head Stant
expansion, we will address how to cxpand Head Stant within the geographic arcas identified
48 past of the empowerment initiative, and the possibility of giving pricrity to Head Start
grantees within these zones for additional Head Start Transition grants, or other fuads, to
improve the linkage between the Head Start grantees and the local public education system.
Also, for the selected zones, we could support more comprehensive sarvices such as
aﬂawmg -3 participation.

I
We alsn will examine our ability to provide technical assistance, and possibly some funding,
to enhance health activitizs in poblic schools in the 2onee, for example ATDS education.
Preventive Health
The ﬁ@amnem through cducational activities, grants, and comimcis, promiles preventive

health measures, including sccess to primary care; and prevention of sexually-transmitted
disenses, mg&mm Iead-based paint poisoning, IITV/AIDS, and tberculosis, The

¥
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President's FY 1904 budget includes considerahle new funds for preveativa health gra.m o
state, local and other entities. Punding priority for thess activities could be given to

T programs dncated in economic empowerment zones. The following are candidate programs
for mciumn of soue portion of increased Himding in the FY 1994 budgss,

o C!iﬂdhmﬂ Immounlzation

o Sexally Transmired Discase

o Tubcrculosis

o V’wis:m Provention

8 Lmé -based Paint Poisoning Provention
o Breaxt and Cervical Cmser Sorccning
© xgv;ms Education

o Community Health Centars

o Migrant Health Centors

o Marernal and Child Health

H

We can provide some employment opportunitiss in the empowarment zones.  First, wa conld
ke available job and job waining positdons al our Community Health Centers, Maternal and
Child Health Centers, and other health factlidas in the empowerment 20028,  Since we are
also considering this in planning for the National Service Initiative, wo suggest that the two
initiativis bc coordinated, Through joint plannivg with the Nm &mfm elforn, ‘more jobs
might be ma.clc available in the selected zones.

Sccond, we fund a program - the Job Opportunitics for Low-Income Individuals Progr

that pmwdas fands 0 creats new employment and business opportunitics for conain }me«
income individuals uu'ough the provision of technical and financial assistance to privat
smployers in the wmmumty Ten projects are fundad each yoar with & budget of $5 million,
Priority could be given 1 grantees in the empowerment zones. .

inkages i fic

For urban aress, we w11 consider placing support services in or pear public housing sires.,
Such services will include: drug treatment; primary health care; and Head Starr. We
WMW%&&Mg@M&o@ﬁQWMH1994mcxpandmcuumm
e{ﬁmﬁ&mmmmmamwmmwmbepwmgmmmsmm we will
work with Ki}’f} s give privrity o the empowerment zones.

E

HHS mmmmypmgmmm{uaéamm scrvices to people--welfare

payments, M&mﬁmﬁoﬁby&eézwd pnmrymdmww&ﬁdwcpmby
elirdes, itmmunization of shildren, drug abuse and mental health weatmant, support services
for familiss, assistance for hameless pargons, Head Start, child care, education o help

[

i
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prevent at-risk behavior, ete.

We could offer empowerment 2ones help to more comprehensively plan and coordinate
human service/agsistance delivery with economic development activities. For example, we
could either émmgc or require our local grantees -- such as Community Health Centers,
and Head Start projects - to participate in such planning. Programs administered by states
pose more of & problem, but this could be addressed in the design of the economic
development initialive by having states agree to participate up front when 2 geogrephic area Is
designated to be part of the initiative.

We also could provide technical assistance in plan development, expedited review and
approval of waivers of certain program requirements that interfere with service imegration,
and provide some financixl assistance in planning. Spcmﬁcally, we have $3.8 million in our
FY 1994 budget for granis for development of integrated service strategies.

Welfare Reform

We are undemh;zg A major exarnisation of the various welfare programs in suppornt of
rastructuring and reform. Over the next few months, we will identify topics for
demonstration and experimentation in selected areas. We will consider the empowerment
zones as polential sites for such activity. One potential is the Community Works Progress
{CWP) demonsirations that provide employment-related services to non-custodial pareats who
are employed -- should this program receive FY 1994 funding.

i




U.8. DEPARTMENT OF COMMERCE URBAN INITIATIVES

The Departwent provides both immediate and long-term assistance
to companies and individuals in distressed urban areas.

H

IMMEDTATE ASBISTANCE

The Minority Business Developnent Agency's 105 Minority Business
Development! Centers and Mega-Center offer one-on-one technical
assistance to minority companies in distressed urban communities.

The Economic Development Administration (EDA) Public Works
program provides technical assistance, revolving lean funds, and
planning and infrastructure development grants in distressed
cities across the country.

EDA's Suéd&n and Severe Economic Dislocation program provides
short~term revitalization grants for cities that have suffered
sevarg economic trauma {e.g., Los Angeles after the riots.)

EDA's Defense Adijustment program prov1das technical agsistance
and project!funding for urban communities recovering from base
closings and defense cutls.

The International Trade Administrationt's 47 gdistrict and 20
branch offices provide ¢one~on~one export counseling and data base
services to!small and disadvantaged firms in America's cities.

i
The National Institute of Standards and Technology's {(NIST's}) six
Manufacturing Technology Centers help urkan businesses adopt
state~of~the~art manufacturing technigues.

The Economics and Statistics Administrationts economic and

demographic |data helps community. leaders shape their initiatives.
E £ A " L3 & EY I3 3

The U.S8. Travel and Tourism Administration*s urban initiatives

attract foreign and donestic tourists to America’s urban sites.

LONG-TERM ASEIBTARCE

The NIST aa%anaed Technology Program helps small firms develop
nevw technologies and products.

The NIST Research Technology and Appiications Program helps firms
acoess t&chn@lagy developed at federal laboratories.

The Natienal Technical Information Service (RTIS) provides a
single source for Federal technical and other information. NTIS
can provide a single source for information on urban financing
sources and assistance progranms.



United States Department of Transportation
Current 8r§&n Initiatives

B

HIGH $?E£ﬁ§§&2a

On April 28, Transportation Secretary Federico Pefia
unveiled the Admxnxstxatzon s comprehensive, five-year $1.3
pillion high speed rail initiative. The Secretary characterized
vhe plan, which will promote & strong, technologically advanced
passenger rail system, as important to relieving highway and
airport congestion in intercity corridors around the country.

The $1.3 killion program would fund investment in rail
corridors, ‘as well as development of magnetic levitation
prototype technology. This federal investment is expected to
generate a total of $2 billion in investment in high speed rail
infrastructure, that includes matching state, local and private
funds. This is the first such program of federal financial
support for, corridors outside the Northeast Corridor that will
vitimately allawﬂspeaés of up to 150 mph, and target projects
that serve two Or more najor metropolitan areas that are no more
than 600 miles apart.

There are five priority high speed rail corridors that are
eligible to. seek funding through this initiative:
¢! Chicago to 8t. Louis, Detroit and milwaukee
0! Miami-Orlando-Tampa
©¢; San Diego-Los Angeles~ Bay Area and Sacramento via
San Joaguin Valley
¢ Eugene-Portland-Seattle-Vancouver, B.{. in Canada

o Washington, D.C.-Richmond-Raleigh-Charlotte

Also, an existing New York state high speed corridor {New York
City~-Albany-Buffalc) is also eligible.

i .

DOT IDENTIFIED TRANSIT PROJECTS B

On May 5, Secretary Federico Pena will release a DOT repor:
to Congress that recommends allocating over $§650 million to 16
new transit 'projects affecting 10 cities, two metropolitan areas
and two commuter rail systems. He will emphasize how the
Clinton Admxnlstratlon will be a partner with American cities in
providing new transportation infrastructure and revitalizing the
nation’'s commitment to mass transit.

This llst of projects identifies where the funding for
priority new starts and major expansions of transit systems
should be targeted in FY94 appropriations. This is the first
time in over a decade that DOT submitted such 2 report in a
timely fashion. The law requiring submission of this report is
in section 3(j) of the Federal Transit Act. The list of projects
to be announced tomorrow were selected because they are ready-to-
go in FY94 and are cost-effective for the community they affect.
These projects also have strong local financial commitments.



(3*:??— | ETA'S PROGRAMS SERVING URBAN AREAS
JTPA Titie H Programs
0 serves disadvantaged adulis and youth {year-ound and summer)}
o adults - provides job training, supportive services and job placement

o youth - remedial education, dropout prevention and recovery, skilis
training, work experience and job placement

0 40% of the total funding goes to the 100 {argest cities
JTPA Title il Programs

0 provides training to workers who have been laid off, long-term
unemployed, self-employed farmers and ranchers

o 62% of the national discretionary funds (National Reserve Acccount)
this year have gone {0 urban projects

Job Corps

0 provides residential living and comprehensive education, job fraining
and supportive services (including heatth care} and placement
assistance for disadvantaged youth ages 16-24.

0 54 out ot 108 Job Corps centers serve urban areas

|
Youth Fair Chance

H

O tjargets funds direclly into high poverty communities within inner-City
and rural areas

0 ﬁrovides comprehensive set of initiatives aimed at youth growing up
in areas of 30% or higher poverty

I
o 10 of 1l current demonstration sites are in urban areas

o Administration's FY 94 Budget calls tor $25 million for this program
and the bulk of these funds will go to urban areas

{
Employment Service
(a] Every major city has several Employment Security offices that provides
employment services, unemployment insurance benefits or both.



HEPARTMENT OF THE TREASURY
WASHING TN

EXECUTIVE SUMMARY
TREASURY INITIATIVES RELEVANT TO AN URBAN AGENDA

Senior Treasury officials and staff have been extensively involved in the design of
the Administration’s Enterprise Zone and Communily Development Bank initiatives, and
expect to continue 1o play an active role in promotion of the proposals in the Congress
and in implementation of enacted programs. These propoesals are well known to the
Warking Group and should not need description here.

i
TAX ;xmms

'Ireasury is directly msponmble for the Administration’s revenue proposals, thmi‘i
of which have spccmi promise for promoting economic activity in urban areas:

Low-income housing credits. The Administration has proposed thas the tox credit
for investment in new or substantially rehabilitated low-income housing be made perma-
nent, effective from the date of its expiration on June 34, 1992, under current law.
Although state and local authorities are responsible for allocating to investors shares of
the annual cap on the amount of the credit available for each state, and no specific
federal targeting provisions require that the credits be focused on distressed urban areas,
it 15 hikely that t‘}e actual allecations of eredits are concentrated in low-income areas
hecause that is wherc the demand for such subsidized housing is strongest.

’rargeteé jobs credit. The Administration has proposed that the targeted jobs
credit be permanently extended and that eligibility be expanded to include youth appren-
tices beginning work after December 31, 1993, Though the jobs credit is targeted 10
disadvaniaged individuals rather than 1o distressed urban aress, its benefits have the
~ potential for being concentrated in troubled urban aress because they are the locations

where in{iiviéuéls in the targeted groups are concentrated,

ﬁmaii-lssue mann!’:}cturmg bonds, The authority of state and local goveraments
to issue tax- emmgi bonds in amounts of $1 million or less if 95% or more of the pro-
ceads are used to finance manufaciuring facilities or equipment expired on June 36,
1992, The Administration has proposed that the authority be permanently extended.
Although the targeting of these bonds is up to the states and localities, if they do target
these iasues 1o urban areas, this imtintive could be characterized as relevant to an urbat
agenda.

Two Administration 1ax initiatives cannot be viewed us relevant to an arban
agenda in theiz*fprcsem form because they would provide the same incentives for small
businesses wherever they locate, but they could be modified 10 provide enhanced
incentives for smal} businesses in urban areas:

Small business investment fxx credif. This proposal would make a temporary
credit of 7% available for property placed in service by a small business before Decem-
ber 31, 19%4, and a permanent credit of 5% for property placed in service thereafier.

Treasury ‘ .. May 4. 1993


http:equipme.nt

Targeted capital gains exclusion. This propesal would allow investors holding
stock in a qualified small business for ut leust five years o exclude 50% of gains realized
when they dispose of the stock.

PROJECT DUTREACH

Pursuar{t to the mandate of the National and Community Services Act of 1991,
Treasury has implemented Project Qutreach, a program designed 1o encourage Depart-
ment emplovees 10 volunteer as mentors and tutors 1o youth-at-risk through partnerships
between Treasury bureaus, the private sector, and local school districts, Participating
bureaus include ATF, Customs, IRS, and the U.S. Secret Service. Partnerships have

been established in numerous urban locations, including Houston, Miami, New Orleans,
Norfolk, Philadelphia, and San Francisco.

LAW ENFORCEMENT

The Treasury bureaus of Customs, Alcohol, Tabacco, and Firearms, and the
Secret Service play speciyl roles in the nation's efforis 1o reduce drug imports and to
enforce compliance with laws relating to the availability and use of firearms, Both
objectives have particular urgency in America’s disiressed urban areas, and the bureaus

should have a significant role 1 play in the Administration’s comprehensive urban
agenda, s

Treasury May 4, 1993



z ’ EMPOWERMENT ZONES

Actoss the country, communities are recling from a decade of declining opportunity and
rising social and economic isolation. The Clinton Administration is introducing the Economic
Empowerment Act of 1593 ss the first piece of a larger community empowzrment agenda to
bring on 3 new era of opportunity, responsibility and community for all Americans.

]

The Empowerment Zone proposal represents a new approach to the problems of distressed
communities. [t moves beyond the old debate that the answer 1o every problem is top-down
burcaucracy on the one hand or trickle~down economics on the other.

The traditional enterprise zone approach assumed that tax breaks alane can revitalize
communities without changing the way government does business. The Clinton proposal gives
local communities the incentives, deregulation and flexibility they need to work with the private
sector to develop comprehensive economic strategics to attract business, ¢reate jobs, make their

streets safe, and empower people to get ahead.

‘1. BOTTOM-UP, COMMUNITY-BASED STRATEGY: Empowerment Zones will
ibe awarded through a competitive, challenge grant process that gives communities new
. opportunity, but demands more responsibility from them in retum. No applicant will be
" eligible for a single dollar of federal enterprise support unless it submits a comprehensive
» strategic plan that brings togethier the community, the private sector and local government
. and demonstrates how the commmunity will reform the delivery of government services.
' The challenge grant process is designed to empower local communities 10 be as

innovative as possible.

2. ONE~-STOP WAIVER AUTHORITY: An Enterprise Board — made up of relevant
" Cabinet Secretaries ~— will provide communities a single point of contact, and have broad
I waiver authority to help communities use existing federal programs and resources more
+ effectively and efficiently 10 carry out their strategic plans.

! 3,10 EMPOWERMENT ZONES AND 100 ENTERPRISE COMMUNITIES: Atotal

I of 110 zones will be chosen through the empowerment challenge grant process. All 110

will be eligible for empowerment tax incentives and receive special priority for many

innovative federal programs including Community Development Banks, Community

f Policing, and education reform. The 10 Empowerment Zones will qualify for additional

tax incentives, including substantiel Employment and Training Credits for businesses that
employ people who live within the zones.

; 4. INDEPENDENT EVALUATION AND SUNSET: The Act provides for independent
; evaluation of what works and what doesn't before expanding to include other
communities. The entire Act will sunset after 10 years.
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SUMBARY OF 20KE INCENTIVES AND INVESTMENTS:

In addition to enhanced flexibiiity to coordinate strategic plans, the 10 Empoworment Zones §
and the 100 Enterprise Communities will receive or be aligible for five basic forms of incentives ang |
investments: &) Capital incentives o spur private secior irvestment; b) Empowsarment incentives; ¢} §
Employer wage credits that empower both businesses within the zone and usinesses outside of the |
zong thal hirg 2one residents; d) Investment programs, such a8 community policing and saterprise |
sohotls, and @) Zone Pricrity Investments: A host of fedaral programs will give recipients of the 110 |
zones priority status for grant applications for investments that may be essential to a comprehensive §
empowarment sirategy. Starreyd incerdives (M are gvallable only for the 10 Empowemant Zones.

CAPITAL INCENTIVES
. Tax-gxemp! private activity bonds for invastments in tangible property in Zone
Expansion of Low Income Mousing Tax Cradi
increased Property Expensing under Section 179*
Acceleratot depreciation for tangible invesiments™

s 2B 2%

mpowsmwf INCENTIVES
Rasident Empowermment Savings Accounts -~ tax cradits 1or employer contributions;
; penaity-free withdrawals for education, purchase of first homa, starling & small
i busingss ¢ investing in communily investment corporation o fund
» Resident Empowearmant Opportunity Card
‘e Private aclivity bonds for zone businessas, community investment corporations and
tunds, and ESOPS owned 50% or mors by 2one residents®

&ﬁpl:()'!'uﬁﬁ? AND TRAINING CREDITE ("ETC® FOR 2ONE RESIDENTS
[ » A multi-year ET6 for Zone empfoyers®

» A ona-yesr Targeted ETC for non-2z0ne empioyers®

ERVE;STRENTS UKDER THE ACY
T Enterpeise Grants
] Community Policing

ZONE PRIORITY INVESTMENTR

Community Parinerships against Crime

Community Development Financial instibstions and Banks
ML Matching Fung for COCs

Up 1o 30 Enterprise Schoot Communitias
SBA, Commerce and EDA tunds and technical assistance

School-to-Wark, Appranticeship, Youthbwild, Yoush Falr Chance, Job Comps
Drug Prevention and Aehabilitation-to-Work

"ne Stop Shop* Curear Centers (IPTA), Access and Maving 1o Opportunities
Distressact Public Housing, McKinney Homalsss Shelter Assistance

LR B BN K N BE B BN
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j COSTS AND PLACEMENT

COSTS |

Tax Incentives: The President's FY1994-1998 Budget includes a total $4.1 billion over
five years in tax incentives. Approximately 75% of the cost comes from the Employment

and Training wage tax credits,

Investments: The Empowerment Zone Proposal aims 10 match that amount by targeting
sxisting investments towards Empowerment Zones and Enterprise Communities. Over
the next two years, $500 million currently in the budget will be allocated to Enterprise
Grants for empowerment zones and communities. An additional $500 million will go to
community policing, of which a2 substantial amount will be targeted toward the 110 zones,

Innovative Programs: In addition, the President has requested that his Cabinet come
forward with proposals fo target ar least $3 billion of existing funds within the zones and
communities so that there can be an equal amount of investments and tax incentives.

Several departments have already made that commitment, For example, the Department
of Education has already committed funding and suppon for Jocal communities to create
30 Enterprise Schools -~ 24~hour, year-round community ¢enters —— within the zones.
HUD has agreed o target 3200 million of its Community Partnership Against Crime
funds -~ public safely and drug prevention —- in the zones.

PIACEMENT

100 Enterprise Communities: Of the 100 E:atcxprzsc Cormmunities, 65 will be in urban
areas, 30 will be in rural areas, and 5 will be on Indian reservations.

18 Empowerment Zones: Of the 10 Empowerment Zones, 6 will be reserved for urban
areas, 3 will be rural areas and 1 will be an Indian reservation.
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TITLE III—EMPOWERMENT
ZONES AND ENTERPRISE
COMMUNITIES

SEC. 801. DESIGNATION AND THEATMENT OF
EMPOWERMENT ZONES AND ENTERPRISE
COMMUNITIES. .

(a) IN GENERAL—Chapter 1 (relating to normal
taxes and surtaxes) is amended by inserting after sub-
chapter T the following new subchapter:

“Subchapter U-Designation and Treatment

of Empowerment Zones and Enterprise

Communities ‘

“Part 1. Designation,
“Part II. Incentives for empowerment rones snd suterprise coa:-
munites,
"Part I, Additional inesstives for empowerment zones,
"Part IV. Regulations,
“PART 1-DESIGNATION

“Sec. 1381, Designation procedure.

“Soc. 1382. Eligibility eriteria.

“See, 1393, Definiticns and speeinl rules.
“SEC. 18381, DESIGNATION PROCEDURE,

“(a) In GENERAL—From among the areas nomi-
pated for designation under this gection, the appropriate
Secretaries may, in consultation with the Enterprise
Board, designate empowerment zones and enterprise com-
munities.

“(y) NUMBER OF DESIGNATIONS, ~—
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10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25

2
“{1) ENTERPRISE COMMUNITIES.~~The Bppro-
priate Secretaries may designate in the aggregate
100 npominated areas as enterprise communities
under this section, subject to the availability of eligi-
ble nominated areas. Of that pumber, not more than
85 may be designated in urban areas, not more than
30 may be designated in rural areas, and not more
than 5 may be designated by the Secretary of the

Interior in Indian reservations.

“{2) EMPOWERMENT ZONES.—The appropriate
Secretaries may designate in the aggregate 10 nomi-
nated areas as empowerment zones under this see-
tion, subject to the availability of eligible nominated
areas. Of that number, not more than 6 meay be des-
ignated in urban areas, not more than 3 may be des-
ignated in rural areas, and not more than 1 may be
designated by the Secretary of the Interior in an In-
dian reservation. If 6 empowerment zones are des-
ignated in urban areas, no less than 1 shall be des-
ignated in an urban srea whose most populouns city
has a population of 500,000 or less. The Secretary
of Housing and Urban Development shall designate

empowerment zones located in urban areas in such
a manner that the aggregate population of all such

zones does not exceed 750,000.
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10
11
12
13
14

15 .

16
17
18
19
20
21

23
24
25

3
“{¢) PERIOD DESIGNATIONS MAY BE MADE A des-

ignation may be made under this section only after 1993
and before 1956, -
“(d) PEaiop FOoR WHiCH Destararion Is IN Er-
FECT
“{1) In GENERAL.—ADY designa;tiozz under this
section ghall remain in effect during the ‘pericﬁ be-
ginning on the date of the designation and ending
on the earliest of—
“(A) the close of the 10th calendar year
beginning on or after such date of designation,
“(B} the termination date designated by
the State and local governments as provided for
1o their nomination, or
“(C} the date the appropriate Secretary re-
vokes the designation.
“{2) REVOCATION OF DESIGNATION —
“(A) In GEXERAL.—The appropriate Sec-
retary, in consultation with the Enterprise
Board, may revoke the designation under this
section of an area if such Secretary determines
that the local government or the State in which
it is located—
“{i} has modified the boundaries of

the area, or
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“(1) i5 not complyving subst%ntially
with, or fails to make progress in achieving
the benchmarks set forth in, the strategic
plan under subsection (£){2).

“(B) APPLICABLE PROCEDURES.~-A des-
ignation may be revoked by the appropriate
Secretary under subparagraph (A) only after a
hearing on the record involving officials of the
State or local government invohved.

“{e) LDITATIONS ON DESIGNATIONS ~-An srea may

be designated under subsection (a} only 1

“{1) the area is nominated by 1 or more Jocal
governments and the State or States in which it is
located for designation under this section,

“(2) such State or States and the Jocal govern-
ments have the authority--

“(A} to nominate the area for designation
under this section, and
“(B) to provide the assurances described in

paragraph (3},

“(3) such State or States and the Jocal govern-
ments provide written assurances satisfactory to the
appropriate Secretary that the strategic plan de-
scribed in the application under subsection (£)(2) for
such area will be implemented,
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5
| “(4) the appropriate Secretary determines that
any information furnished is reasonabl;; accurate,
and
“(5) such State or Btates and local govern-
ments certify that no portion of the area nominated
is already included in an empowerment zone or in an
enterprise community or in an area otherwise norni-
nated to be designated under this section.
“{f} APPLICATION.~—An application for designation

as an empowerment zone or as an enterprise community

shall-

“(1) demonstrate that the nominated area sat-
isfies the eligibility eriteria deseribed in section
1382,

“(2) include a‘strazégic plan for accomplishing
the purposes of this subchapter that—

“{A) deseribes the eoordinated economie,
human, community, and physical development
plan and related activities proposed for the
nominated area, .

“{:B) describes the process by which the af-
feeted community is a full partner in the proe-
ess of developing and implementing the plan
and the esxtent to which local institutions and
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6
organizations have contributed to the plaxning

process,

“1C) identifies the amount of State, local,
snd private resources that will be available in
the nominated area and the private/public part-
nerships to be used, which may include particy
pation by, and cooperation with, universities,
medical centers, and other private and public
entities,

“(D) identifies the funding requested
under any Federal program in support of the
proposed economic, human, community, and
physical development and related activities,

“(E)} identifies baselines, methods, and
benchmarks for measuring the sucecess of carry-
ing out the strategic plan, including the extent
to which poor persons and families will be em-
powered to become \m(zmmicaﬂy self-sufficient,
and A

“(F) does not include any action to assist
any establishment in relocating from one area
outside the nominated area to the nominated
area, escept that assistance for the expansion of

an existing business entity through the estab-
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1 lishment of a new branch, affiliate, or subsidi-

2 ary is permitted if—

3 “{i} the establishment of the new

4 branch, affiliate, or subsidiary will not re-

5 sdt in & decrease in employment in the

6 area of original location or in any other

7 area where the existing b@em entity

8 conducts business operstions, and

g “(11) there is no reason to believe that
10 the new branch, afﬁliate‘, or subsidiary is
11 being established with the intention of clos-
12 ing down the operations of the existing
13 business entity in the area of its original
14 location or in any other area where the ex-
15 isting business entity conducts business op-
i6 eration, and
17 “{3) include such other information as may be
18 required by the appropriate Secretary or the Enter-

19 prise Board.

. 20 “8EC. 1892, ELIGIBILITY CRITERIA.

21 “(a) In GENERAL.~A nominated area shall be eligi-
i 22 ble for designation under section 1391 only if it meets the
23 following criteria:

24 “(1) POPULATION.—The nominated area has a

| 25 masimum population of-
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“(A) in the case of an urben srea, the less-
er of—
“{1) 200,000, or
*(ii) the greater of 50,000 or 10 per-
cent of the population of the most popu-
lous eity Jocated within the nominated
ares, and

“(B) in the case of & rural area, 30,000.

“(2) DisTrESS.~The nominated area is one of
pervasive poverty, unemployment, and general dis-
tress.
“(3) S1ze —The nominated area—

“{A) does not exceed 20 sgquare miles if an
urban area or 1,000 square miles if a rural
area or an Indian reservation,

“(B) has a boundary which is continuous,
or, except in the case of & rural area Jocated in
more than 1 State, consists of not more than
3 noncontiguous parcels,

“#{Ci(d) in the case of an whan ares, is lo-
cated entirely within no more than 2 contignous
States, and

“{i} 1n the case of a rural area, is located
entirely within no more than 3 contiguous
States, and
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|1 “MD) éoés not include any portion of a
% 2 central business distriet (as such term 15 used
3 for purposes of the most recent Census of Re-
§ 4 tail Trade) unless the poverty rate for each
| S population census tract in such district is not
. 6 less than 35 percent.
i 7 “(4) POVERTY RATE ~The poverty rate—
? 8 “(A) for each population census tract with-
£ g in the nominated area is not less than 20 per-
| 10 cent,
11 “(B) for at least 90 percent of the popu-
i 12 lation census tracts within the nominated area
If 13 is not less than 25 percent, and
14 “(C) for at least 50 percent of the popu-
| 15 lation eensus traets within the nominated area
| 16 is not less than 35 percent.
E 17 “{b} SpECtat RULES RELATING TO DETERMINATION
i 18 or POVERTY RaATE —For purposes of subsection (a}{4}—
19 “{1}) TREATMENT OF CENSUS TRACTS WITH
20 BMALL POPULATIONS o
ﬁjzz ‘ “(A) TRACTS WITH NO POPULATION.--In
22 the case of a population census tract with no
123 population—
524 , *{1} such tract shall be treated as hav-

25 ing a poverty rate which meets.the require-
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ments of subparagraphs (A) and {B) of
subsection (a){4), but | |
“{1) such tract shall be treated as
having & zero poverty rate for purposes of
applying subparagraph (C} thereof.
“(B) TRACTS WITH POPULATIONS OF LESS
THAXN 2,000.-—A population eensus tract with a
population of less than 2,000 shall be treated as |
having & poverty rate which meets the require-
ments of subparagraphs (A} and (B) of sub-
section {(a}{4) if more than 75 percent of such
tract is zoned for commerecial or industrial use.
“(2) DISCRETION TO wms;r REQUIRE-
MENTS.~\Where necessary to carry out the purposes
of this subchapter, the appropriate Secretary may
reduce by 5 percentage points one of the following
thresholds for not more than 10 percent of the popu-
lation census traets (or, if fewer, 5 population cen-
sus tracts) in the nominated area:
A} The 20 percent threshold in sub-
section {a}{#$)(A).
“(B) The 25 percent threshold in sub-
section (a){(4)(B).
*{C) The 35 percent threshold in sub-
section (a){4){().
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“{3) EACH NONCONTIGUODS AREA MUST BAT-

ISFY POVERTY RATE RULE.--A nominated area may
not include a noncontignous parcel unless such par-
cel separately meets (subject to paragraphs (1) and

(23) the eriteria set forth in subsection {a}{4).

“(4) AREAS NOT WITHIN CENSUS TRACTS.-In
the case of an area which is not tracted for popu-
Jation census tracts, the equivalent eounty divisions
(as defined by the Bureau of the Census for par-
poses of defining poverty areas) shall be used for

~ purposes of determining poverty rates.

“{e} Facrors To CONSIDER~-From among the
nominated areas eligible for designation under section
1391 by the appropriate Seeretary, such appropriate Sec-
retary shall make designations of empowerment zones and
enterprise communities on the basis ofw

(1) the effectiveness of the strategic plan sub-
mitted pursuant to section 1351(£){2) and the assur-
ances made pursuant to section }1391(&}(3), and

“(2) criteria specified by the Enterprise Board.

*SEC. 1393. DEFINITIONS AND SPECIAL RULES.

“(a) IN GENERAL--For purposes of this
subchapter——

“(1} APPROPRIATE SECRETARY—The term ‘ap-

propriate Secretary’ means——
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“{A) the Secretary of Housing and Urban
Development in the case of any nom;ina.ted area
which is Jocated in an urban area,

“(B) the Secretary of Agriculture in the
case of any nominated area which is located i
a rural area, and

“(C) the Secretary of the Interior in the
case of any nominated area which is located in
an Indian reservation.

“(2) ENTERPRISE BOARD.—~The term ‘Enter-
prise Beard’ means any board hereafter established
and designated for purposes of this subchapter as
the ‘Enterprise Board'.

"3} Rurat, arREaA~—The term ‘rural area’ |
means any area which is—

“(A) outside of a metropolitan statistical
area  (within the meaning of section
143(k)(2)(B)), or

“(B} determined by the Secretary of Agri-
culture, after consultation with the Secretary of
Commerce, to be a rural area.

“(4) UrsaN AREs—The term ‘urban area’
means an area which is not a rural area.

(8} INDIAN RESERVATION.—
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“(A) In gEvERAL~The term ‘Indian res.

ervation' means a reservation as defined in—
(i) section 3(d) of the Indian Finane-

ing Act of 1974 (25 U.8.C. 1452(d)), or
(i) section 4{10) of the Indian Child
Welfare Act of 1978 (256 U.8.C. 1803(10).
“(B) GOVERNMENTS —In the case of an
area in an Indian reservation, the reservation
governing body (as determined by the Secretary
of the Interior) shall be deemed to be both the

State and Jocal governments with respect to

such area.

“(6) LocAL GOVERNMENT—The term ‘local
government’ means—

- “{A) any county, city, town, township, par-
ish, village, or other general purpose political
subdivision of a State, axz&~

“{(B) any combination of political sub-
divisions described in subparagraph (&) rec-
ognized by the appropriate Secretary.

“(7} NOMINATED AREA.~-The term ‘nmominated
area’ means an area which is nominated by 1 or
more local governments and the State or States in
which it is Jocated for designation nnder section

1391
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“(8) GOVERNMENTS. —If more than 1 Sta.te or
local government secks {0 nominate an ares 8s a tax
enterprise zone, any reference to, or requirement of,
this subchapter shall apply to all such governments.

“{9) SPECIAL RULE~—An area shall be treated
as nominated by a State and a local government if
it is nominated by such other entity as may be speci-
fied by the Enterprise Board.

“{10) USE OF CENSUS DaTa—DPopulation and
poverty rate shall be determined by the most recent
decennial census data available.

“(b) EMPOWERMENT ZOKE; ENTERPRISE Copru-
NITY —For purposes of this title, the terms ‘empowerment
zone’ and ‘enterprise community’ mean areas designated
as such under section 13891,

“PART II--INCENTIVES FOR EMPOWERMENT

ZONES AND ENTERPRISE COMMUNITIES

“See, 1394, Tone resident empowerment savings credit.
#Sec. 1385, Additional benefits,

“SEC. 1394, ZONE RESIDENT EMPOWERMENT BAVINGS
CREDIT.

“{a) GENERAL RULE.-~For purposes of section 38,
the amount of the zone resident empowerment savings
eredit determined under this section with respect to any
employer for any tasable year is 50 percent of the quali-

fied savings contributions for the taxable year.
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“h) QUALIFIED Savines CONTRIBUTIONS.~—For

| 2 purposes of this section—

“1y In GENERAL.~The term ‘qualified savings

contribution’ means any eontribution by an employer

to & defined contribution plan—

“(A) which is made on behalf of an em-
ployee in connection with services performed by
such emplovee while such employee is a quali-
fied zone employee, and

“(B) with respect to which the emplovee

has a nonforfeitable right.

 *(2) LDOTATION BASED ON COMPENSATION —

“A) In gENERAL.—The gualified savings

contributions taken into account with respect to

" any qualified zone emplovee for anv taxable

vear shall not exceed an amount equal to 2 per-
cent of 50 much of the employee’s compensation
(as defined in section 414(s)) as does not ex-
eeed $35,000.

“(BY ZoxNe DESIGNATION IN EFFECT FOR
PARTIAL YEAR—If & designation of an ar¢a as
an empowerment zone or an enterprise commu-
nity is in effect for less than the entire taxable
vear, the $35,000 amount under subparagraph
{A) shall be ratably reduced to reflect the por-
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tion of the year such designation is not in ef-
fect.

“(3) CERTAIN CONTRIBUTIONS EXCLUDED. -

The term ‘qualified savings contmbution’ shall not
include any contribution—

“(A) to a plan subject to the funding re-
quirernents of section 412,

“(B} to a tax eredit employee stock owner-
ship plan (as defined in section 408{(a)) or to an
emplovee stock ownership plan (as defined in
section 4975{(e}{(7)),

“(C} to a stock bonus plan, or

“{D) which is an elective deferral (within
the meaning of section 402{(g}(3)).

“{4) SDIPLIFIED EMPLOYEE PENSION.~-A COn-
tribution to an individual savings plan pursuant to
a simplified emplovee pension {as defined in section
408(k)) shall be treated as a contribution to a de-
fined contribution plan,

“{¢) EMPLOTER REQUIREMENTS~This section shall

21 apply to an employer for any taxable year only if—

gz
23
24

25

“{1} the employer elects the application of this
section, and |
“(2) the plan pursnant to which anv qualified

savings contribution is made provides that any con-
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fribution to such plan (whether or not a q;:aliﬁ&d

savings contribution) may be withdrawn by a quab-

fied zone employee for the purposes described in see-

tion 72(¢}{2) (B) or (D).

“{d} DEFINITIONS.—F'or purposes of this section—

“(1) QUALIFIED ZONE EMPLOYEE.—The term
‘qualified zone employee' has the meaning giver such
term by section 1396(d), except that the references
to empowserment zones shall be treated as including
references to enterprise communities.

“2) DEFINED CONTRIBUTION PLAN~—The |
term ‘defined contribution plan’ means a defined
contribution plan {as defined in section 413())
which is deseribed In section 401{a} and -mcludes a
trust exempt from tax under section 501{(a).

“{e} Tmrm:zﬁ OF Praxs.-A plan shall not be
treated as failing to meet any requirement of part I of
subchapter ID of chapter 1 by reason of permitting with-
draveals for the purposes deseribed in section 72(t)(2)(B)
or {D}.

*SEC. 1385. ADDITIONAL BENEFTITS.

“(a) INCREASE IN Low IncoMe Housmng CREDIT.—
For purposes of section 42(d}(5){(), a bunilding shall be
treated as located 1n a gqualified census tract if—
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“{1) such building is Jocated in a census tract
having a poverty rate of at least 30 percent (deter-
mined in accordance with seetion 1393(a)}(10)), and
“(2) such building is located I an
empowerment zone or an enterprise corumunity.

“by Tax Exempr ENTERPRISE ZONE FACILITY

RoXDs.—

“(1) IN GENERAL.~For purposes of part IV of
subchapter B of chapter 1 (relating to tax exemption
requirements for State and local bonds), the term
‘exempt facility bond’ meludes any bond issued as
part of an issue 95 percent or more of the net pro-
ceeds (as defined in section 150{8)(3)) of which are
to be used to provide any enterprise zone facility,

“{2) EFTERPRISE ZONE FaCILITTY—For pur-
poses of this subsection——

“(A} IN GENERAL.~The term ‘enterprise
zone facility’ means any qualified zone property
the principal user of which is an enterprise zone
business {(as defined in section 13994), and any
land which is functionally related and subordi-
nated to such property.

“(B) QUALIFIED ZONE PROPERTY.—The

term ‘qualified zone property’ has the meaning
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given such term by section 1398(c); except
that—

“i) section 1398(c)(3) shall not
apply, and

“{i1} the references to empowerment
zones shall be treated as mchuding ref-
erences to enterpnse conrmunities.

*(3) LMITATION ON AMOUNT OF BONDS e

“(A) IN GENERAL.~-Paragraph (1} shall
not &pply t0 any issue if the aggregate amount
of cutstanding enterprise zone facility bonds al-
Jocable to any enterprise zone business (taking
into account such issue) exceeds-—

“{i) $3,000,000 with respect to any 1
empowerment zone or enterprise commus-
nity, or

“1) $20,000,000 with respect to all
empowerment zones and enterprise com-
munities.

“(B) AGGREGATE ENTERPRISE ZONE Fa-
CILITY BOND BENEFIT.—For purposes of sub-
paragraph {A), the aggregate amount of out-
standing enterprise zone facility bonds allocable
te any business shall be determined under rules

sinilar to the rules of section 144(a)(10), tak-
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ing nto account only bonds to Wllia;h paragraph

(1) applies. '

“(4) ACQUISITION OF LAND AND EXISTING
PROPERTY PERMITTED~The requirements of sec-
tions 147(e}{1}{A) and 147(d) shall not apply to any
bond deseribed in paragraph {1).

“(5) ParTIAL EXEMPTION TFROM VOLUME
CAP~-Only for purposes of section 146, the term
‘private activity bond’ shall not include 50 percent of
any bond issued as part of an issue described in
paragraph (1).

“(8) PENALTY FOR CEASING TO MEET RE-
QUIREIEENTS ww—

“(A} FAILURES CORRECTED—An issue
which fails to meet 1 or more of the require-
ments of paragraphs (1} and (2) shall be treat-
ed as meeting such requirements if—

“(1) the 1ssmer and any principal user
in good faith attempted to meet such re-
gquirements, and |

“{1) any failure to meet such require-
ments is corrected within 8 reasonable pe-
riod after such failure is first discovered.
“(B) Loss OF DEDUCTIONS WHERE FACTL-

ITY CEASES TO BE QUALIFIED.---No deduction
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shall be allowed under this chapter for interest
on any financing provided from any bond to
which paragraph (1) epplies with respect to any
facility 1o the extent such interest accrues dur
ing the period beginning on the first day of the
calendar year which izzclu&eé’ the date on
whichew-

‘(1) substantially all of the facility
with respect to which the financing was
provided ceases to be used in an
gmpowerment zone or enterprise commu-
nity, or

“(1) the principal user of such facility

ceases to be an enterprise zone business

{as defined in section 13984, but treating

references to empowerment zones as in-

chading references to ” enterprise commu-
nities). |

“(C} ESCEPTION IF ZONE CEASES-—Sub-

paragraphs {A) and (B) shall not apply solely

by reason of the termination or revocation of a

designation as an empowerment zone or an en-

terprise cqmmun.ity.'
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“(D) EXICEPTION FOR BANERUPTCY .~

Subparagraphs {A) and (B) shall nét apply to
avy cessation resulting from bankruptey.

*(¢) ENTERPRISE ZONE Facmary BoNns Not Sus-
JECT TQ INTEREST DEDUCTION LAMITATIONS ON FINAN.
m INSTITUTIONS. —Any tax-exempt bond described in
paragraph (1} |

*{1} shall be treated as acquired before August
8, 1986, for purposes of sections 265(h) and
291(e}{1)(B), and

“(2) shall not be taken into account in deter-
mining whether any issuer is a qualified small issuer

for purposes of section 265(b).

“PART INI—ADDITIONAL INCENTIVES FOR

EMPOWERMENT ZONES

“SUBPART A. Empowerment rone employment eredit,
“Srapant B, Depreciation and sther incentives.

“Subpart A—Empowerment Zone Employment Credit

“Sec. 1396, Empowerment rone smployment sredit.
“Sec. 139%. Other definitions sod special rules,

“SEC. 1396, EMPOWERMENT ZONE EMPLOYMENT CREDIT.
“(a) AMOUNT OF CREDIT~~For purposes of section
38, the amount of the empowerment zone employment
credit determined under this section with respect to any
emplover for any tasable year is the applicable percentage
of the qualified zone wages paid or Incurred during the

calendar vear which ends with or within such taxable year,
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“(b) APPLICABLE PERCENTAGE.-—For purposes of

| 2 this section, the term ‘applicable percentage’ means the
percentage determined in aecordance with the following
table:

“In the case of wages paid or
incurred during salendar yoar: ~ The applicable
~ percentage is:
1884 thuough 2000 25
2001 20
20062 ... ; o 16
2003 -coe.e. 10
B0B4 cormvemesssrviaseion 5

“{¢) QUALIFIED ZONE WAGES

Y1) In GENER&IJ,M?M purposes of thas s8¢~
tion, the term ‘qualified zone wages’ mmeans any
wages pawd or incurred by an employer for services
performed by an emplovee while such employee is a
guelified zone employee.

“(2) O¥LY FIRST $20,000 OF WAGES PER TEAR
TAREX INTO ACCOUNT.~With respect to each quali-
fied zone emplovee, the amount of qualified zone
wages which may be taken into account for a cal-
endar year shall not exceed $20,000.

“{(3}) COORDINATION WITH TARGETED JOBS
CREDIT .~

“{A) In GENERAL.~~The term ‘qualified
zone wages’ shall not include wages attributable
to service rendered during the l-year period be-
ginning with the day the individnal begins work
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i for the emplover if any portion of such wages
2 is taken into account in determining the eredit
3 under section 51.
4 “(B) COORDINATION WITH PARAGRAPH
S 2).—In the ease of the calendar year in which
6 the l-year period referred to in subparagraph
7 {A) ends, the $20,000 amount in paragraph (2}
8 shall be reduced by the amount of wages attrib-
9 utable to service rendered during the portion of
10 such l.vear period which is within such eal-
11 endar year.
12 “{d) QUALIFIED ZONE EMPLOYEE —For purposes of
13 this section— h
14 “{1) IN GENERAL.--Except as otherwise pro-

15 vided in this subsection, the term ‘qualified zone em-

.18 plovee’ means, with respect to any period, any em-
17 plovee of an employer i~
18 “(A) substantially all of the services per-
19 formed during such period by such employvee for
20 such employer are pe&ormed within  an
21 empowerment zone in & trade or business of the
22 employer, and
23 “(B) the prineipal place of abode of such
24 employee while performing such services is

t 25 ~ within such empowerment zone.
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“(2) CERTAIN INDIVIDUALS NOT ELIGIBLE.~=

The term ‘qualified zone employee’ shall not

inclnde

“{A) eny individual described in subpars-
graph {A), (B), or (C) of section 51(i1}{1)},

“(B) sny S-percent owner (as defined in
section 416()(1)(B)), “

“{C) anv individual emploved by the em-
ployer for less than 30 days,

“{1)) any individual employed by the em-
ployer at any facility deseribed in section
144(c}{8)(B), and

“(E) any individual employed by the em-
plover in a trade or business the prineipal activ
ity of which is farming (within the meaning of
subparagraphs (A) or (B) of section
2032A(2}{5}), but only if, as of the close of the
tasable vear, the sum of—

“{i) the aggregate unadjusted bases

{or, if greater, the fair market value} of

the assets owned by the employer which

are used in such & trade or business, and
“(1) the aggregate value of assets
leased by the emplover which are used in

such a trade or business {as. determined.
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under regulations preseribed by the Sec-

retary) |
exceeds $500,000.
“(3) SPECIAL RULES RELATED TO TERMI-

NATION OF EMPLOUYMENT ~—

“(4) IN cEngraL.—Paragraph (2)(C)
shall not apply to—

“{i} a termiation of employment of
an individual who before the close of the
period referred to in paragraph (2}{C) be-
comes disabled to perform the services of
such emplosment unless such disability is
removed before the close of sueh period
and the taxpayer fails to offer reemploy-
ment to suck individual, or

“{ii) a termination of employment of
an individual if 3t is determined under the
applicable State unemplotment com-
pensation law that the:termination was due
to the misconduct of such individual.

“(B) CHANGES IN FORM OF BUSINESS.—
For purposes of paragraph {2)(C), the employ-
ment relationship between the taxpayver and an

employee shall not be treated as terminated—
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‘1) by a transaction to which section
381{a) applies if the employee continues to
be employed by the aequiring corporation,

or
“(ii) by reason of & mere change in
the form of conducting tﬁe trade or busi-
ness of the taxpayer if the employee con-
tinues to be emploved in such trade or
" business and the taxpayer retains a sub-

stantial interest In such trade or business.

“SEC. 1397. OTHER DEFINITIONS AND SPECIAL RULES,

“{a) WaGESs~For purposes of this subpart-——

“(1) In geENERAL.—The term ‘wages' has the
same meaning as when used in section 51.

“(2) CERTAIN TRAINING AND EDUCATIONAL
BENEFITS.~—

“tA) In  GENERsL.~-The following
amounts shall be treated as wages paid to an
employee:

*(i) Any amount paid or incurred by
an employer which is excludable from the
gross income of an employee under section
127, but only to the extent paid or in-
curred to a person not related to the em-

ployer.
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“(i) In the case of an employee who
bas not attained the age of 19, any
amount paid or incurred by an employer
for any youth training program operated
by such employer in conjunction with local
education officials.
“(B) RELATED PERSON.—A person is re-

lated to any other person if the person bears a

relationship to such other person. specified in |

section 287(b) or 707(b}(1), or such person and
such other person are engaged in trades or
businesses under common control (within the
meaning of subsections (a) and (b} of section

52). For purposes of the preceding sentence, in

apphving section 267¢(b) or T07(b}(1}), ‘10 per-

cent’ shall be substituted for ‘50 percent’
“(b} CONTROLLED GROUPS-—For purposes of this
subpart-

“(1) all employers treated as a single employer
under subsection (a) or (b) of section 52 shall be
treated as a single employer for purposes of this
subpart, and

“{2) the credit (if any) determined under sec-
tion 1396 with respect to each snch employer shall
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1 be its proportionate share of the wages giving rise
L2 to such credit. -
3 *(c) CeERTAN OTHER RULES MADE APPLICABLE—
i 4 For purposes of this subpart, rules similar to the rules
5 of section 51(k) and subsections (e), (d), and (e) of section
& 52 shall apply. |
L7 “(d) NOTICE OF AVAILABILITY OF ADVANCE Pav.
| 8 MENT OF EARNED INCOME CREDIT —Each emplover shall
9 take reasonable steps to notify all qualified zone employvees

" 10 of the availability to eligible individuals of receiving ad-

A

11 vanced payments of the eredit under section 32 (relating

12 to the earned income eredit).

\| 13 “Subpart B--Depreciation and Other Incentives

“fee. 1388, Deprecinton benefits,

“Sec. 1389, Additionel exclusion from volume cap for certain en.
| ' terprise zone facility bonds.

; “Sec. 13984 Enterprise zoue bosiness.

14 “SEC. 1398, DEPRECIATION BENEFITS,

115 “(a) INCREASE IN ExpenNsing UNDER SECTION
16 179— | |
17 “(YIn GENER.AL:--»:In the’;case of an enterprise
?;18 zone business, for purposes of section 179

‘19 “{A) qualified zone property shall be treat-
!120 ' ed as section 179 property,

21 “(B) ” the limitation under section
22 179(b}(1) shall be increased by the lesser of—

£

23 “(1) $65,000, or
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“(1) the cost of qualified zone prop-
erty placed in service during the taxable
vear, and
“(C) section 179(b)(2) shall be applied by
substituting ‘by one-half of the amount by
which the post of quelified zone property (other
than real property) for by the amount by
which the eost of section 179 property’.
“{b} ACCELERATED DEPRECIATION.—

“{1) IN GENERAL.~-For purposes of section
168{a}, with respect to quelified zone property of an
enterprise zone business, the applicable recovery pe-
riod shall be determined in aceordance with the table
contained m paragraph (2) in heu of the table con-
tatned i section 168(c).

(2} APPLICABLE RECOVERY FPERIOD FOR
QUALIFIED ZONE PROPERTY —For purposes of para-

graph (1)—
The applicable

“In the case of: 1 wecovery period is:

3-pusy property .. . 2 yeanrs
Syear property . 3 years
Topear property . - 4 rears
10-pear property 6 years
15.yenr property . 9 years
20-yenr property ...,...... 12 years
Nonresidential real property 22 years,

“{3) DEDUCTION ALLOWED IN COMPUTING

MINDMUM TAX—Paragraph (1} shall apply for pur-
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poses of Qetermining alternative minimum taxable
income under section 55.

“{4) COORDINATION WITH INVESTMENT CRED-
17 —This subsection shall not apply to any property
with respect to which a credit is determined under
section 464 or 50A. If the lessee of any property is
treated as the owner of such property for purposes
of such credit, this subsection shall not apply to
such property in the hands of the lessor.

““(¢) QUALIFIED ZONE PROPERTY —For purposes of
this section-—

“(1) Iv geNERAL—~—The term ‘qualified zone
property’ means any property to which seetion 168
applies (or would apply but for section 179) 1f—

o« {A) such property was acquired by the

taxpayer by purchase (as defined in section

179(3)(2)) after the date on which the des-

ignation of the empowerment zone took effect,

“{B) the original use of which iIn an
empowerment zone commences with the tax-
paver, and

“({) substantially all of the use of which
is in an empowerment zone and is in the sctive
conduct of a trade or business by the taxpayer

in such zone.
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“(2) SPECIAL RULE FOR SUBSTANTIAL REN.
OVATIONS —In the case of any property which is
substantially renovated by the taxpayer, the require-
ments of subparagraphs (A} and (B) of paragraph
(1) shall be treated as satisfied. For purposes of the
preceding sentence, property shall be treated as sub-
stantially renovated by the taxpayer if, durmmg any
24-month period beginning after the date on which
the designation of the empowerment zone took ef-
fect, additions to basis with respect to such property
in the hands of the taxpayer exceed the greater of
(i} an amount equal to the adjusted basis at the be-
ginning of such 24-month period in the hands of the
taxpayer, or (1) §5,000.

“(3) EXCEPTION POR ALTERNATIVE DEPRECLA-
TION PROPERTY~—The term ‘qualified zone prop-
erty’ does not include any property to which the al-
ternative depreciation system under section 168(g)
applies, determined-—

“(A) without regard to section 168(g)(7)
{relating to election to use alternative deprecia-
tion system}, and

“(B) after the application of section
280F (b) (relating to bisted property with Limited

business use).



33

1 “{d) SPECLat RULES FOR Savre-LeasEBaces—For
2 purposes of subsection (e}{1¥B), if property is sold and
3 leased back by the taxpaver within 3 months after the date
4 such property was originally placed in service, such prop-
I s erty shall be treated as originally placed in service not ear-
6 lier than the date on which such property is used under
i 7 the leaseback. '

8 “‘(e) RECAPTURE ~Rules simflar to the rules under
9 section 178(d}{10) shall apply with respect to any guali-
. 10 fied zone property of any business which ceases to be an
! 11 enterprise zone business.

- 12 “8EC. 1399. ADDITIONAL EXCLUSION FROM VOLUME CAP

t 13 FOR CERTAIN ENTERPRISE ZONE FACILITY
14 BONDS.
15 “{a} IN GENERAL.—8ection 1395(b)(5) shall be ap-

16 plied by substituting ‘75 percent’ for ‘50 percent’ in the
i 17 ecase of any bond described in section 1395(b)(1) issued
| 18 as part of an issue 95 percent or more of the net proceeds
119 (as defined in section 150(a)(3)) of which are used to pro-
!20 vide qualified zone property the principal user of which
121 is ﬁn}* enterprise zone business if the ownership require-
22 ments of subsection (b) are met with respect to-such busi-

j;23 ness,
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b “(by OWNERSEYP REQUIREMENTS.—The ownership
2 requirements of this subsection are met with fes;zect %
. 3 an enterprise zone business if—

“{1) in the case of a sole proprietorship, the
~ principal place of abode of the propriet& is in en

#(2) in the case of a corporation, more than 50
pereent of the stock (by vote and value) in the eor-

4
5
i 6  empowerment zone,
7
8
9

poration is owned by individuals whose principal
10 place of abode is in an empowerment zone, and
11 “(3) in the case of a partnership, more than 50
12 percent of the capital and profits interests in the
13 partniership is owned by individuals whose principal
14 place of abode is in an empowerment zone.

15 *SEC. 1395A. ENTERPRISE ZONE BUSINESS DEFINED.

}16 “(a} IN GENERAL—For purpoeses of this subpart, the
5517 term ‘enterprise zone business’ means—

18 “{1} any qualified business entity, and

19 #(2) any qualified proprietorship.

%2{} “(by QUALIFIED _Bﬁmss ErTITY ~FO0r purposes

21 of this section, the term ‘qualified business entity’ means,
i

22 with respect to any taxable year, any corporation or part-
23 nership if for such year—
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“(1) every trade or business of such entity is
the active conduct of & gualified business within an |
empowerment zone,

*(2) at least 80 percent of the total gross in-
come of such entity is derived from the active con-
duet of such business, '

“{8) substantially all of the use of the tangible
property of such entity (whether owned or leased) is
within an empowerment zone,

*{4) substantially all of the intangible property
of such entity is used in, and exclusively related to,
the active conduet of any such business,

“{5} substantially all of the services performed
for such entity by its emplovess are performed in an
empowerment zone,

“(6) at least 35 percent of s employees are
residents of an empowerment zone,

“{7) less than 5 percent of the average of the
aggregate unadjusted bases of :(he property of such

_entity is attributable to collectibles (as defined in

section 408(m)(2)) other than collectibles that are
held primanly for sale to customers in the ordinary

course of such business, and
“(8) less than 5 percent of the average of the

aggregate unadjusted bases of the property of such



. pr——

36

entity is attributable to nonqualified Sinaneial prop-

erty.

“{e) QUALIFIED PROPRIETORSHIP ~—For purposes of
this section, the term ‘qualified proprietorship’ means,
with respect to any taxable year, any qualified business
carried on by an individual as a proprietorship if for such

yRar-—
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“(1} at Jeast 80 percent of the total gross in-
come of such individual from such business is de-
rived from the active conduct of such business in an
empowerment zone,

*(2) substantially all of the use of the tangible
property of such individual in such business (wheth.
er owned or leased) is within an empowerment zone,

“{3) substantially all of the intangible property
of such business is used in, and esclusively related
to, the active conduct of such business,

“{4) substantially all of the services performed
for sueh individual in such business by employees of
such business are performed m an empowerment
zone,

“(5) at least 35 percent of such employees are
residents of an empowerment zone,

“(6) less than 5 percent of the average of the
aggregate unadjusted bases of the property of such
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indfvidual which is used in such business is attrib-
utable to  collectibles (as defined i section
408(m)(2)) other than ecllectibles that are held pri-
marily for sale to customers in the ordinary course
of such business, and

“(7) less than 5 percent of the a*a;ew of the
aggregate unadjusted bases of the property of such
indrvidual which is used in such business is attrmb-

utable to nonqualified financial property.

10 For purposes of this subsection, the term ‘eroployes’ in-
- 11 eludes the proprietor.

<12 “(d) QUALIFIED BUSINESS.—~Yor purposes of thig

' 13 section—

l lié “{1) IN GENERAL.—Escept as otherwise pro-

.13 vided In this subsection, the term ‘qualified business’

I 16 means any trade or business. )

17 (2) RENTAL OF REAL PROPERTY.—The rental

18 to others of real property located in an

] 19 empowerment zone shall be treated as a qualified
20 business if and only if— .

%21 “(A) the property 15 not residential rental
22 property (as defined in section 188(e)(2)), and
23 “(B} at least 50 percent of the gross rental
E24 income from the real property is from enter-
'2.5 prise zone busmesses,
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“(3) RENTAL OF TANGIBLE PERSONAL PROP-

ERTY.—The rental to others of tangible persomal
property shall be treated as a gualified business if
and only if substantially ell of the rental of such
property is by enterprise zone businesses or by resi-
dents of an empowerment zope.

“{4) TREATMENT OF BUSINESS HOLDING IN.
TANGIBLES.~—The term ‘qualified business’ shall not
include any trade or business consisting predomi-
nantly of the development or holding of intangibles
for sale or license.

“(5) CERTAIN BUSINESSES EXCLUDED.—The
term ‘qualified business’ shall not includew

“{A) any trade or business consisting of
the operation of any facillity described in section
144{c}{6}(B), and

“{B) any trade or business the principal
activity of which is farming (within the meaning
of subparagraphs (A) or (B} of section
2032A(e)(5)), but only if, as of the close of the
preceding taxable vear, the sum ofe-

“{i) the aggregate unadjusted bases

{or, if greater, the fair market value} of

the assets owned by the taxpayver which are

used in such a trade or business, and
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“(i) the aggregate value of assets

leased by the taxpayer which are used in
such a trade or business,
exceeds $500,000,
For purposes of subparagraph (B), rules similar to
the rules of section 1397(b) shall apply.
“(e} NONQUALIFIED FINANCIAL PROPERTY.—FOr

purposes of this section, the term ‘nongualified financial
property’ means debt, stock, partnership interests, op-
tions, futures eontracts, forward contracts, warrants, no-
tional principal contracts, annuities, and other similar
property specified 1n regulations; except that such term

shall not include—

“(1) reasonable amounts of working capital
held m cash, cash equivalents, or debt instruments
with a term of 18 months or less, or

#¢2} debt instruments described in section
1221(4).

“PART IV—REGULATIONS

“See, 13888, Reguistions,

*SEC. 13998, REGULATIONS.

“The Secretary shall preseribe such regulations as

22 may be necessary or appropriate to carry out the purposes

23 of parts I and I, including—
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- (1) regulations hmiting the benefit of parts II
and Il in eircumstances where such b»eneﬁta, mn
combination with benefits provided under other Fed-
eral programs, wounld result in an activity being 100
percent or more subsidized by the Federal Govern-
‘ mernt,
“(2) regulations preventing abuse of the provi-
sions of parts II and III, and
“{3) regulations dealing with inadvertent fail-
ures of entities to be enterprise zone businesses.”
(b} CLERICAL AMENDMENT —The table of sub-
chapters for chapter 1 is amended by inserting after the
item relating to subchapter T the following new item:

“Buobchapter U. Desigmation and treatment of smpowerment
zanes snd enterprize communities.”™

SEC. 302. EXPANSION OF TARGETED JOBS CREDIT,

(a) ALLOWANCE oF CRrREDIT FOrR Hixing
EMPOWERMENT ZONE RESIDENT —Paragraph (1) of sece
tion 51{d) (defining members of targeted groups) is
amended by striking “or” at the end of subparagraph (1),
by striling the period at the end of subparagraph (J} and
ingerting “, or”, and by adding at the end the following
new subparagraph:

“(E} an empowerment zone resident.”

{b} E»POWERMENT ZOKE RESIDDENT--Section
51{d} is amended by redesignating paragraphs (13)
through (16} as paragraphs (14) through {17), respec-
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1 tively, and by inserting after paragraph (12} the following
2 new paragraph: '

“(13) EMPOWERMENT ZONE RESIDENT.—The
term ‘empowerment zone resident’ means an individ-
ual whose prineipal place of abode while performing
services for the employer is within an empowerment
zone.”

{¢} CONFORMING AMENDMENT —Subparagraph (C)

of section H51{d}{12) is amended by striking “paragraph
(11} and inserting “paragraph (12)".

SEC. 303. TECHNICAL AND CONFORMING AMENDMENTS.

{8} CERTADY CREDITS PART OF GENERAL BUSINESS

CREDIT oo

(1) Subsection (b} of section 38 (relating to
current year business credit) is wmended by striking
“plus” at the end of paragraph (7), by striking the
period at the end of paragraph (8) and inserting &
eomma, and by adding at the end the following new
paragraphs:

“(9) the zone resident empowerment savings

credit determined under section 1394, plus

“(10} the empowerment zone employment credit

determined under section 1396(a)."
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(2) Subsection (d) of section 39, as amended by
section 1201(e}{2), is amended by adding at the end
the following new paragraph:

“{5) ENTERPRISE ZONE CREDITS—No portion
of the unused business credit which is attributable to
the credit determined under section 1394 (relating
to zone resident empowerment savings credit) or sec-
tion 1396 (relating to empowerment zone employ-
ment credit) may be carried to any taxable vear end-
ing before January 1, 1§94
(b) DEN1AL OF DEDUCTION FOR PORTION OF WAGES

EQuaL 10 EMPOVERMENT ZONE EMPLOTAENT CRED.
TT

(1) Subsection {a) of section 280C {relating to
rule for targeted jobs credit) is amended—

{A) by strilong “the amount of the credit
determined for the taxable vear under section
51(a)”’ and mserting “the sum of the credits
determined for the taxable JYyear under sections
51{a) and 1386{a)", and |

{B) by striking “TARGETED JOBS CRED-
1T in the subsection heading and inserting
YEMPLOTMENT CREDITS”.

(2) Subsection (¢} of section 196 (relating to

deduction for certain unused business. eredits) is
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amended by striking “and” at the end of paragraph

1

2 (4}, by striking the period at the end of paragraph
3 (5) and inserting *, and”, and by adding at the end
4 the following new paragraph:

5 “(6) the empowerment zone employment credit
6. determined nnder section 1396(s).”

7 (¢} EMPLOYMENT AND SAVINGS CREDITS MaY OFF-
8 SET 25 PERCENT oF MINTMUM TAX

9‘ (1) Subparagraph (A} of section 38(c}{2), as
10 added by section 1201{c) of this Act, 15 amended—
11 (A) by inserting “and the empowerment
12 zone credits” after “the regular investment tax
13 credit” each place it appears, and

14 (B) by striking “‘such credit” in clause (ii)
15 and inserting “such credits’.

16 (2) Paragraph (2) of section 38(c}, as so added,

17 is amended by adding at the end thereof the fol-
18 lowing new subparagraplu

19 “(C) EMPOWERMENT ZONE CREDITS mwi'0F
20 purposes of this paragraph, the term
21 ‘empowerment zone credits’ means the portion
22 of the eredit under subseetion (a) which is at-
23 tributable to the credits determined under sec-
24 tion 1394 (relating to zone resident

25 empowerment savings credit) and séction 1396
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(relating to empowerment zone employment .
eredit).”

{d) CHaNGES RELATING TO EMPOWERMENT ZONE
RESIDENT EMPOWERMENT SavINGS CREDIT.—

{1} DISAIIOWANCE OF DEDUCTION —Section

404 (relating to deduction for certain employver con-

tributions) is amended by adding at the end the fol-

lowing new subsection:

“(m} COORDINATION WITH EMPOWERMENT ZOKNE
CreDIT~-No deduction shall be allowed under this sec-
tion for any qualified employver contribution taken into ac-
count in computing the credit determined under section
13647

*{2) PENALTY-FREE DISTRIBUTIONS mwm

{A}) IN GENERsL~—Paragraph (2} of sec-
tion 72(t) (relating to esceptions to 10-percent
additional tax on early distributions from quali-
fied retirement plans) is amended by adding at
the end thereof thé following new subpars-
graph:

“(D) DiISTRIBUTIONS FROM CERTAIN
PLANS FOR FIRST HOME PURCHASES OR EDU-

CATIONAL EXPENSES. —
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(1) IN GENERAL~-Distributions to
an individual from a qualified retirement
plan-—

“(I} which are qualified first-time
homebuyer distributions (as defined in
paragraph (6}),

“(1) to the extent such dis-
tributions do not exceed the gualified
higher education expenses (as defined
in paragraph (7)) of the taxpayer for
the taxable year, or

“(II) to the extent such dis-
tributions do not exceed an amount
equal to the aggregate investment
made by the taxpaver during the tax-

able vear in any enterprise zone busi-
ness {as defined in section 13884
“(ii) LopoTaTioN—LClause (i} shall
not apply to the extent that the aggregate
amount of the distributions deseribed in
clause (i) are greater than the excess ¢fe-
“(1) the gualified retirement con- ‘
tributions {(as defined iIn section
1394(b)) of the taxpaver, and any
earnings thereon, over ’

that~ miaks

“the

e

z}gm

3580w,
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“(II) the eggregate amounts to
which elause (i) and the last sentence
of paregraph (3)(A) applied for pre-
eeding taxable years.”

(B) DerFiNITIONS ~—Section  72(t) is
amended by adding at the end thereof the fol-
lowing new paragraphs:

“{6) QUALIFIED FIRST-TIME BOMEBUYER DIS-
TRIBUTIONS.—For  purposes of  paragraph
31983163 1 |

“(A) In GENERAL.~-The term ‘gqualified
first-time homebuver distribution’ means any
payment or distribution recerved by an individ-
val to the extent such payment or distribution
15 vsed by the individual before the close of the
60th day after the day on which such payment
or distribution is received to pay qualified ac-
quisition eosts with respect to a principal resi-
dence of & first-time homebuyer who is such in-
dividual or the spouse of such individual.

“(B) QUALIFIED ACQUISITION COSTS.—

For purposes of this para.gmph; the term

‘qualified acquisition costs’ means the costs of

acquiring, construeting, or reconstructing a res-

idence. Such term includes any usual or reason-
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sble settlement, financing, or other closing
costs.

“(C) FIRST-TIME HOMEBUYER, OTHER
DEFINITIONS —For  purposes of  this
paragraph— ,

“(i) FIRST-TIME HOMEBUYER.—The
term “first-time homebuyer’ means any in-
drvidual ife-

“(1} such individual {and if mar-
ried, such individual's spouse) had no
present ownership interest in a prin-
eipal residence during the 3-yvear pe-
riod ending on the éate of acquisition
of the principal residence to which
this paragraph applies, and

“(II) subsection (a}{8), (h), or
(k) of section 1034 did not suspend
the mnmx:g of any period of time
gpecified m section 1034 with respect
to such individual on the day before
the date the distmbution is applied
pursuant to subparegraph (A)(i).

“(iy PRINCIPAL RESIDENCE.—The
term ‘principal residence’ has the same

meaning as when used in section 1034.
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“G5) DATE OF ACQUISITION.—The

term ‘date of acquisition’ means the date—
“(I) on which a binding contract
to scquire the principal residence to
which subparagraph (A) applies is en-
tered mto, or
*(II} on which construction or re-
construction of such a principal resi-
dence is commenced.

“{D) SPECIAL RULE WHERE DELAY IN AC-
QUISITION ~—1If any distribution from any quali-
fied retirement plan fails to meet the require-
ments of subparagraph (A) solely by reason of
a delay or cancellation of the purchase or con-
struction of the residence, the amount of thé
distribution may be recontributed to the plan
from which it was distributed within 120 days
after the date of such distribution.

“(7) QUALIFIED HIGHER EDUCATION EX-
PENSER.~For purposes of paragraph
(2)(D}EHIT )}

“(A) IN GENERAL~The term ‘qualified
higher education expenses’ means tuition, fees,
books, supplies, and equipment required for the '

enrollment or attendance ofiwm
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(1) the taxpayer,

“(i1) the taxpayer’s spouse, or

“(ii}) the taxpayer's child (as defined
in section 151(c)(3)) or grandchild,

at an eligible educational institution (as defined
m section 135(c){3}}.

“{B) COORDINATION WITH SAVINGS BOND
PROVISIONS —The amount of qualified higher
education expenses for any taxable vear shall be
reduced by any amount excludable from gross
income under section 135.”

{C} CONFORMING AMENDMENTS.—

(1) Subparagraph (B) of section
72(t)(2) is amended by strildng “or (C)”
and inserting “, {C}, or (D)".

{11) Section 401(k)(2)(Bi() is amend-
ed by striking “or” at the end of subclause
(1T}, by striking “and” at the end of
subclause (IV) and inserting “or’', and by
inserting after subelause (IV) the following
new subelause:

“(V) subject to the limitation of
section 72(t}(2)(D){i), the date on
which qualified first-time homebuyer

distributions {as defined in section
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72{t}(6)), distributions for qualified
higher edueation axpe#ses (as @eﬁae&
in section 72{t}{7)}), or distmbutions
for investments described in section
72()(2)(D)3)(II1} are made, and”.

(e) AMENDMENT OF TARGETED JoBs CREDIT.—
Subparagraph (A) of seetion 51{i}{1} is amended by in-
serting “, or, if the taxpaver is an entity other than a
corporation, t0 anv individual who owns, direetly or indi-
rectly, more than 50 percent of the capital and profits in-
terests in the entity,” after “of the corporation”.

(fi CARRYOVERS.~~-Subsection {c¢) of section 381 {re‘-‘
lating to earrvovers in certain corporate acquisitions) is
amended by adding at the end the following new para-
graph:

“(26) ENTERPRISE ZONE PROVISIONS.—The
acquiring corporation shall take into account {to the
extent proper to carry out the purposes of this sec-
tion and subchapter T, and under such regulations
as may be preseribed by the Secretary) the items re-
quired to be taken into account for purposes of sub-
chapter U in respect of the distributor or transfervr

corporation.”
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1 SEC. 304 EFFECTIVE DATE.

2 The amendments made by this title shall take effect

3 on the date of the enactment of this Act.
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U.8. DEFARTMENT OF HOUSING AND URBAN DEVELOPMENT
THE BECRETARY
WASHINGTON, B.C. 204100001

. May &, 19893

Honorabls Thomas 8. Foley
Speaker of the House

of Repressntatives
¥ashington, D.C. 2051%

C
Desr Mr. Spsakeri

On bshalf of Secretary Nike Espy and nyself, I am pleased to
submit to the Congress the spending suthorization portion of the
"Eeonomic Empowerment Aot of 159%3,% the Clinton Administration’s
lagislative initistive for empowerment zones and enterprise
communities. For your convenience, I have also enclosed the tex
incentive porticn of this initiative, which has been transmitted
to the Senate Financs and House Wayes and Means Committees.

Thin legislation would smpower distressed urban and rural
comuunities to merge job creation with sustainable community
growth through one integrated response. The “"Egononic
Empowermant Act of 1393 hesds the call for reinvestment in
America‘e distressed communities by creating ten Empowsrment
fones and one hundred Entarprise Communities. Tax incentives,
inveetment grants and cther relevant Federal resources going into
these communities would be coordinated with state, local and
private regources to dsvelop comprshensive strategies for job
growth and economic recovery. :

This .approach to aseisting communities with revitalization
and job creation recognizes that long~term, estable economic
_growth in severely distresssd areas must be schieved through a
eoordinated plan of economic, human and physical development. It
sl racognizes that ths answers to & community’s problems nust
be generated by that loecal compunity. Through a competitive.
process, a community, in partnership with the residents and
private sector, would develop a comprehenaive strategic plan
which detasilas how the applicant would coordinate releavant
rescurces ‘and incantives Lo meet the area’s needs.

i
The proposal applies the principle of economic empowerment.
Before the ladder of opportunity can be climbad, the first rung
must be caught. The goal is to empower zone reslidents to join
the §conamic mainstreanm by making sure the first rung ie within
reach.

The localities will design strateqies to help residents own
and manage anterprises within the demignated areas and will
connect them to jobs and opportunities throughout the ragion,

i
I

rer
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Residente who participate in these programs will be raquired to
enter a new form of soclal contract atressing self~help, hard
work and responsibility. The strategies will take into account
existing obstacles to employment such as the absence of
affordable child care and job-training and. educaticnal nesds.

This legislation is a csll to action first by Congress and
then by Federal agencies, State and local governments and
comunities to recognize that government programs must be sade
more accsseible. We have an opportunity to change the wa
govarnment doee business in distressed areas by streanmlining
regulations, rules and paperwork and modifying programs to
encoursgs initiastive at ths local level.

This proposal is the result of participation from many
Federal agencies in a working group on Community Development and
Bmpowerment. The working group helped develop this proposal
through carxefully reviewing community needs and by studying the
strengthes of existing Congressional proposals.

I reguest that thie kill be referred to the appropriate
comnittee and urge its early anactment.

We look forward to werking with you closely on this exciting
proposal.

i
i
i
‘ Sincerely,

Henry G. Ziana:ax

Enclosures

[P R —

P ——-———
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U.8. DEPARTMENT OF ROUSING AND URBAN DEVELOPMENT
THE 8ECREYARY
WASHINGTON, D.C. B4 10-000 1

May &, 1993

Honerablo Al Gore
Fresident of the Senata
Washington, D.C. 20510

Dear Mr. President:

On behalf of Secrestary Mike Rspy and syself, I a5 pleased o
submit to the Congress the spending authorization portion of the
*Beonoxic Empowerment Act of 1993, the Clinton Administration’s
legislative initiative for smpowerment zones and snterprise
communities. For your convenience, I havs also enclosad the tax
incentive portion ¢f thie initliastive, which has besen transmitted
to the Senate Finance and Houss Ways and Neans Committees.

H
This legislation would sr distresssd urban and rursl

comzunitieas to merge job creation with sustainable community
growth through one intagrated rasponss. The *Boonomic -

Bapowernent Act of 1953° haads the call for reinvastrent in
America‘s distressed communities by creating tsn Empowsrment
fones and ona hundred BEnterpriss Communities. 7Tax incentives,
invastment grants and other relevant Fsders)l rescurces going into
these communities would be coordinated with state, locsl and
private resourceas to devalop comprehensive strategies for job
growth and sconomic recovary.

This approach to assisting communities with revitalization
and job creation recognizes that long-term, stable economic
growth in severely distressed areas must be achievad through a
coordinasted plan of economic, human and physical dsvelopment. It
also recognizes that the answers to a community’s prcblems must
be genarated by that local compunity. Through & competitive
process, s cormunity, in partnership with the residents and
private esctor, would develop & comprehansive strategic plan
which details how the applicant would coordinate relevant
resources and incentivas to meet the area’s nesds.

The proposal applies the principle of economic empowermeont.
Before the ladder of opportunity cen be climbed, the firvet rung
rust be caught. The goal is to empower 2cne residents to join
the ;nonomia sainstream by making sure the firest rung Is within
reach,

The localities will design strategies to help residents own
and manage enterprises within the designated arsas and will
connect them to jobs and opportunities throughout the region.
Residents who participate in these programs will be required to

1
{
{

?
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enter a new form of social contract stressing self-help, hard
work and responsibility. The Btrstegies will take into asccount
existing obstacles to employment such ae the absence of
affordable child care and job-training and sducationsl needs.

Thic legislation is a call to sotion first by Congress and
then by Pederal agencies, Stats and local governments and
comsunities to revognize that governsment prograzms must be sade
more accessible. We have an opportunity to changes the way
govarnaent doas business in distressad areas by streamlining
regulations, zulss and papervork and sodifying prograsms to
sncourage inltiative at the locsl levsel,

Thio proposal is the result of participation from many
Pederal ngencies in a working q:aug on Community Development and
Bupowarment. The working group helped develop this proposal
through carefully reviewing community needs and by studying the
strengthe of existing Congressional proposals.

{

I reguest that this bill be referred to the sppropriate
coxmittoe and grge ite early snactment,

Ve iogk forward to working with you closely on this exciting
proposal, |

Sincerely, >

i

|

i :

i Henry G. Cisnsros
i

H

Encliosures
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' AN ACT
To revitaliso areas designated as £w§awaxaant Zones and
Bnterprise Communities by making available tax incentives and
support f?r community policing and by concentrating Yederal,

State, and local resources in such areas, and for other purposes.

SEC. 1. SBORT TITLE. -~ This Act may be cited as the

”Economicinmpowerment Act of 1963",
SEC. 2. PURPOSES. -~ The purposes of thie Act are -~

i (1) fo increane business and jobs within empowerment
zanés and enterpriae communities so that they become engines
of eronomic growth within the region;

" {2) To assist residonts of zhage areas to join the
ecaée&ic maingtream by <connecting them to 4obs and
=cpgértnnit£es throughout the region and by encouraging their
awnéxship and management of enterprises and assets within

the areas;

{3} To enable communities to develop comprehensive
strategle plans which bring Federal, State, 1¢¢ul,‘and
private resources together in a broad, integrated aspproach

to §c0nomic, human, community, and physical development;

E {4) To assist communities in assuring safety and

security for persons, property, and enterprise in the areas;
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35[ To implement the National Bdecational Goals for
schoo; readiness, lifelong learning, aﬂd compatitivenass for
perso%siliving in the aress; and ‘

ksf To improve the way government does business in

these areas by streamlining regulations, sncouraging local

1
I .

ihnov?tion, and targeting resourcas sc that resulis ©an be

maaau%ad and successes replicatsd.

E :‘I‘I'I'IE I ~- ENTERPRISE GRANTS ¥OR
?EMPW Z0NES AND ENTERPRIBE COMMUNITIES

SEC. ;01. -AUTHORITY. «~ {a} IN GENERAL. ~— The Becrstary
of Housin& and Urban Davelopmant, tha Secretary of Agriculture,
and the Se?zatary of the Interior are each #ﬁtﬁorixad, in
accordancé with the provisions of this title, to make enterprise
grants fo£ enpowerment zones and enterprise communities that are
designatas pursuant te law in urban areas, rural arsas, and
cIndian zaéarvatiens, respactively.,

(b) GRANIS. -- (1) AUTHORYZATION OF APPROPRIATIONS. --
Therae is %uthczized to be appropriated for fiscal yearg 1393 and
1894, to éemain available until expended, a tosal of $513,5%00,000
for entergiise grants under this title. Of this amount, up to
359,899,658 may be used by the Secretary:of Houeling and Urban
nevalogmeét (A} to assist in the development of the comprehensive
stratagiciylans described in section 302(b), or (B) to enable .
dietrasseé comrunities t¢ develop and inmplement coordinated

z

economic étxat&gies‘

H

|
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(2} %EC&NIC&L PROVISION. ~-This section constitutes the
”ﬁnbaaquan% authorizing legislation” referred to in Title XII of
?ublic Law| 102-368 (Dire Emergency Supplemental Appropriations
Act, 1992)[

(3) DOLLAR LIMITS. -- (A) EMPOWERMENT ZONES. -~ No
entexprisalgrant for an empowernment zone may exvead -~

Ei) $30 million par year in the cass of an ardan zone,
or |
;ii} '$10 million per year in the case of a rural

or Indian zone. '

{B) ENTRRPRISE COMMUNITIES. -- K¢ enterprise grant for an
an&axgxiaa%&ammunity may exceed -- | -

;i) $3 million per year in the case of an urban zonse,
;ii) 51 million per year in the case of a rural or
xndiaﬁ zone.

{e) %RANT TERM. -~ Each enterprise grant shall be made
available Ever & period of not to exceed five years.

(d) %DHINISTRLTIVE COSTS. -~ Tha appropriate Secretary is
authamiz&ﬁéto permit the local government to use enterprise
grants faréadministrative costs, as defined by such Secretary,
incurred i? connection with empowerment zones and enterprise
camm&xi%ia%, Any such authority shall ke included in the notice
referred t% in section 205 of this aAct.

SEC. 102, LIMITATION ON USE OF FUNDS. ~- No enterprice
grant r&tegvad under this title {or any State, local, or private

|
|
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essisted ié connection with the zone or community shall keep esuch
records ag may be. ressonably necessary to discleéa the amounts
and the di#pasitibn Sf'enterpriae grants roceived under this
title and to ansute compliance with tha requirements of titles I
ard II this Ast.

(b} ACCBSS 70 DOCUMBNTS. -~ {1) BY THE APPROPRIATE
SECRETARY. -~ The appropriate Secretary ehall have access for the
purpose of audit und examination to any books, documente, papere,
and racerds of the local government, State, persons, businesses,
and other entities that are partinent ¢to assistance rocgivad in
¢anna¢tioniwith, and the regquiremente ¢f, titles I and XX of this
ser. | |

(2) B} THE COMPTROLLER GENERAL:. ~~ Tha Comptxoller General
of the Unigad Bcaves, or any of the duly authorized
roepresentatives of the Comptroller General, shall also have
BCCHEE iet%the purpose of audic and examination to any bovks,
do¢ﬁmentz,§pap&rs, and recorde of the local government, State,
peredns, bqainesses, oxr other ncn-Fad&x&i entitiass that are
pextinent éo assistance received under, and the requirements of,
title I and II of this Aex,

{3} BY THE HATIOHAL ACADEMY OF SCIENCES. -~ The Hationa)l
Academy of Sciences and its contractors shall have access for the
purpose of the study roquired by section 206 of this Ast to any
booke, documents, paperxs, and records of the¢ local government and

1

State.
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resourcos ;vailable in connection with a ?edeéal eMpOWEImOnt zone

bor an antapriue community) may be used to-replace other public

funds pxav%wusly used, or designated féz uge, in an-eppowsrment
zone or ea?axpxise community.
SEC. ?.93. PERFORMANCE EVALUATION. ~e (&) ANNUAL REVIEW. ~-

The appropriate SBecretary, in consultation with the Enterprise

Board astaﬁliahed under title XI, shall annuvally review the

pérformancé of the local government in achieving the benchmarks

contained in its strategic plan approved pursuant to law. In the
evant of substantial noncompliance with a strategic plan or

failure to make progress in achieving the benchmarks eet forth
therein, tha appropriate Secretary, in consultation with the -
Entarpria&;acard, may taks action, including giﬁhhelding or

reducing aﬁt&xyrisa grant amounts or regquiring appropriate

changes in the strategic plan. The appropriate Secretary, in
conjunction with the Enterprise Board, may approve changes in a
strategic plan upen regquest of the entity or entitios responsible

for implementing the plan.

{b} REPORTS. -~ The appropriatre Secretary may reguire the
loeal and %tuta governments to submit such reports as may be
necessary to carry out such Secretary’'s review responsibilities
under subsection {a).

SEC. 104. RECORDS, REPORTS, AND AUDITS. ~e

{a} XEEPING OF RECORDS. -~ The local government and the
$tate for ;n approved empowerment zone or enterprise community

under this Act and persons, businesses, and other entities
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| TITLE TI -~ ENTBRPRISE BOARD; AUTHORIZATION
E AND DUTIES

SRC. 201. CREATION OF ERTERFRISE BOARD -~ There is heveby
&nkh&xizaﬁgzﬁa creation of an "Enterprise Board” composed of the
Samx@t«xia% of Housing and Urban Development, Agriculturs, the
Innaribx, éhe Treasury, Health and Human Services, Educsation,
Labor, CamLerca, Votarans Affairs, and ?ianapoztgtion; the
&tiaxn&y G;neral; the Administrator of the Environmental
Px&t&ati&nEAgency; the Administrator of the Small Business
Administration; the Director of the Office of National Druy
Control Pagiey; and up to 11 other members as may be designated
by the Pre;ident. The Secretary of Housing and Urban Development
and the S&éretary of Agriculture shall be coe«chairs of’thﬁ
Ent@xgriaeéaoard.

SRC. 232. ESTABLIEHMENT OF SELECTION (RITERIA. -- The
Enterprise’ Board shall establish selection criteria for
designatin; areas &8 empowermant zones and enterprise
ccmﬁunitiaé. The criteria shall be consistent with section 2 of
thig Act a;d gehall require consideration of tho effectivencss of
the anran&gic plans and assurances to implement euch plans
subnitted %y entities that nominate areas to be designated as
empaw&xmen? zonee Or enterprise communities pursuant to law. The
Board ﬁh&l; publish the criteria in a notice in the Pederal

Register. |

SRC. ?83. PARTICIPATION IN OTHER FEDERAL ASSISTANCE
PROGRAMS . - The members of the Enterprise Board, to carry out

H
{
{
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the puxp&aLa of this Act, shall take such stéps as may be
necessary to facilitate the award and use of assistancoe within
their juriﬁdiﬁti@ns in empowerment zones or enterpriss
communities. Such steps may include expediting review of any
reguest for assistance in zonee and communities and giving
praference to reguests for competitive assistance for use in
ronez and ?ommnaities. ‘

SEC. 204. WAIVERS. ~- {a} IN GENERAL. --The Enterprise
Board is a;tharized to waive any provision of Pederal law or
regulatimniadminiatarad by the Secretary of Housing and Urban
Developmané, the Sscretary of Agriculture, the Secretary of
Haalth and%Xnman Services, the Secretary of Lakor, or the
Secretary of Education, if the Board ﬁeterm&qaa the walver is
necessary for achisvasment of the purposoas of this Act with
raspact ta‘an empowerment gone or enterprise community. KNo
waiver may .be granted under thie saction of eligibility and
benofits under the Social &ecurity Act or the Pood Stamp Act, or
of any law;or regulation ragpecting public or individual health
Gr aafety,éaivil rights and nonediscrimination, environmental
protaationf labox relations, labor standards, occupational health
or safety, pensione, taxaticn, or any other law ¢or regulation
that the Attorney General shall by regulation determine. No
waiver mayfba granted under this section that would have the
effect of incressing direct Pederal spending above levels that

would have occurred in the absonce of the waivers.

H
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(k) @xsm&mw& -~ Before approving a waiver of a
requi:e&aét of law or regulation under aubaection {(a) that
applies sg&cifiaulﬁy to A program, the Enterprise Board shall
consult w{th the agency responsible for the administration of the
program. ‘The appropriste Secratary may recelve reguesta for
waivers undoer tﬂia soction and phall inform the requesting pariy
of the disposition of the request.

SEC. 205. IMPLEMENTATION, -- In consultation with the
Enterprise Board, the appropriate Secretaries shall, by notlice
jeintly published in the Fodoral Ragisteor, establish such
requirements as may be necessary to carry out the provisions of
titles I and II of this Act. Such notice shall describe the
criteria ;né prosedures to be used by the Board in considering
the waive%a authorized by section 204 of this Act.

SEC. 206. BTUDY OF BFPECTIVENESS.~~(a) IN GENERAL.--The
Entargriaé Board shall within 3 monthe of tha date of the
enactment of this Act, cause a contract to be made with the
Kational %cademy of Scionces {the Academy) to conduct a study of
the effectiveness of the grants authorized in title I of thie
Act, the waivers and other asssistance guthorized in title 11, end
the inceniivas provided in the Revenue Reconciliation Act of 1993
in achieving the purposes of this Act in empowerment zones and
antexpriaé communities.

{b) CONDUGCT OF BTUDY.--If the Academy contracts for the

conduct of the study describsd in subsection {a), the Acadenmy

3
|
t
H
H
H

;
H
§
{
i
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shall &avaicp a study methodology and shall oversed and manage
tha aanduci of puch study. .

{c} REPORTS.-~The Acsdemy shall eubmit to the President,
the CQngza;s, and the Enterprise Board =~

;l} not later than July 1, 1897, an interim report

satti%§>£ezth.tha findinge ae & result of such study, and

(2) not later than July 1, 2003, a final report setting

farthiiha findinge as a result of such study.

Both reports may include recommendations as to whether ahan§93 in
the number or size of empoverment ronee Or enterprise compmunities
would enhance the .achievement of the purposes of this Act,

(4} éﬁxﬁxns.-- Thers are authorized to be appropriated to
carry out éha study and reports described in this secticn such
Bums an aré necessary for f£iscal year 1%54 and sach succeeding
fiscal yaaéﬁ
TITLE JII ~~ PUBLIC SAFETY AND COMMUNITY POLICING ASSISTANCE ACT

SBC. 301. AUTHEORITY T0O MAXE PUBLIC SAFPETY AND CONMUNITY
POLICING GRANTS -~ {a) In general., »-

{z; The Attorney Ganeral is authorized to make grants
in areas dﬁaignat&d by law as empowerment tcnes or enterprise
communities, to increase police presence,. to expand and improve
cooperativé efforts between law anforcement and the community,
and to halﬁzozharwiaa assure public safety.

62) The Attorney General may also make grants under

peragraph (1) of this subsection in areas Iin which, as determined



FROM:AsS HUD CFD T0: 202 456 773% MAY 5. 1993 65:@8PM #423 P.1S
|

10
by the Attorney General, there is a need for addiéional public
aafgty and policing related assistance. '

'{(b) Preference. -- In making grants under subsection
(a) of this section, the Attorney General shall give preference
to areas designated as empowarment gzones OX enterprise
communitiés.

(c) Consultation required. -- In making grants under
subsection (a) of thies section, the Attorney General shall
consult wﬁth the Enterprise Board, as appropriate, to ensure that
any assistance provided is consistent with any assistance
provided under title I and any assistance authorized under title

1. |
|

i(d) The authority extended to the Attorney General to

rake granéa under this title supplements, and in no way affaects
or impairé, the authority of the Attorney General to make grants
under the 'Omnibus Crime Contrel and Safe Streets Act of 1968, as
amended. F
SEC. 1302. AUTHORIZATION OF APPROPRIATIONS.

I(a) There ls authorized to be appropriated to the
Attorney Qeneral for grants under this title $250 million for the
fiecal yeér ending Septembef 30, 1993, and $250 million for the
fiecal year ending September 30, 1994.

i(b) Any funds appropriated under subsection (a) of

this section shall remain available until expended.

|
1
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Y This section constitutes "aabaaquapt authorising
legislation® referred to Titls XII of Public Law 102-368 (the
Dire Emergency supplaésntal Appropriations Act of 19923,
BEC. %03. " PERPORKANCE RVALUATION.
;a) Performance review. ~- Tho Attorney General shall
review the performance of sach grant recipient under this title.
Eb) Reporte. -~ The Attorney General may reguire a
grant reciﬁiant to suﬁmit such data and information to the
Atrorney General as the Attorney General deems reoasconable
necessary te aax:y out the Attorney General's responsibilities
under subsacticn {(a} of this section.
SEC. %34. ACCESS 7O DOCUMENTS
ﬁa} By the Attorney General. -- The Attorney Senersl
shall have%acceas for the purpose of audit and exanmination to any
books, documenteg, papers, oy records of a grant recipient under
this title, as well as the records of State and local
governments, persons, businesses, and other entities that are
pertinent to aasistanca-pravided in ponnection with this title.
(%3 By the Comptroller General. -~ The provisions of
zahsectioaé{a) of thie gection shall also apply with respect to
eudits and }xaminationa of non-federal entities conducted by the
Compxrallar?senax&l of the United States or by an asuthorized
representative of the Comptroller General.

SEC. 305, GENERAL REGCULATORY AUTHORITY
|

[

!
a
I
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The Attorney Genersal is authorized to promulgate such
requlaﬁion; as the Attorney (aneral may deem necesgary to carry.
- out the purposes of this title.
SEC. 306. CORFORMING AMENDNENT
Title XI1I of “An Act making supplemental
appropriations, transfers, and rescissions for the fiscal year
ending Septembey 30, 1992, and for other purposes™ (Public Law
‘ 102-368, 156 Stat. 1117, 1160-61), is amended by sdding ~-
(1) “, including public safety and policing grants made
under tigxé X1 §f the Economic Bmpowermant Act of 1983, after

"rejuvenate neighborhoods®; and

{2} "public safety and policing grante made under title
IIT of the Economic Empowerment Act of 1993;" aftsr "Treatment
Improvément Program under pections J0L1 and 309G of the Public

Health SBervice Act, as amended by Public Law 102.321;~".
i
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