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COMMIITEE ON EDUCATION AND LABOR 
u.s, HOUSE OF REPREStHTATIVES 
&.3.&.C AAveUM IfOUSE OfFICE aUILCIHG 

WASHINGTON. OC lOStS-GlOB 

SUBCOMMITTEE ON HIJMAN RESOURCES 

The Honorable William J. Clinton 

president of the United states 

The White House 

Washington, DC 20500 


Dear Mr~ President: 

As you know, I attended the meetin9 you held with the Congressional 
Hispanic Caucus at which the Caucus presented its concerns with the 
ongoing 1 negotiations on the reconciliation bill. The Caucus 
discussed several items of concern in connection with this 
le9isla~ion. I would like to take this opportunity to share with 
you some of my views on two of those specific topics. 

1. Empowerment Zones 

As you know, the House passed version of the reconciliation package 
contains $6 billion for empowerment zones. As I understand your 
proposal, this is a variation on the Enterprize Zone proposal that 
has been considere~ 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 former Hun Secretary I 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 who 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 l02nd Congress 
and again in this Congress, I introduced HR 818, the Community 
Service Empowerment Amendments of 1993, which'I believe will~ if 
enacted, enhance the present Co:mmunity Development corporation 
program by creating revolving grant and loan funds to encourage
creation of employment opportunities from within the communities 
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. 
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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 parenti but as 
the "equa'l 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 Economic 
Development Corporation's shopping center and 600 unit housing 
project.1 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 interested 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 COCs, 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 that any other. 

revenues and infrastructure enhancement 

2. Earned Income Tax Credit 

When 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 quest~onable 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 believe that this is wrong from a policy perspective - not 
because those workers do not need assistance, but because the 
Federal treasury is 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 ~inimum.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, as most of these do, of a single parent 
with two children, and the income is $11,000, the parent actually 
pays no 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 
spendable income, given food stamps, medicaid coverage, and other 
poverty' programs, as when working. So the BITe is not an incentive 
for these people to enter the work force. 

In my personal view, the EITC' represents bad tax policy and bad 
social policy. What it does is benefit those employers who refuse 
to pay living wages to their employers~ The employer is 
supplemented 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 minimum wage to an appropriate 
level to enhance the benefits of working versus welfare, and 
eliminate all of these complicated and self defeating tax gimmicks. 

That said f of course, I want to assure you that I will continue to 
support your economic program as it comes to a vote after 
conference. 

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

Thank you. 

r ~;jfe:elY yours, ~ 

Carol Rasco, Assistant to the President for Domestic Policy 

'-'~~HEW. TINEZ 
Chairma 

ce: Robert E. Rubin, Assistant to the President for Economic 
Policy 

Howard Paster t Assistant to the President and Director for 
Legislative Affairs 
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MEMORANDUM FOR HOWARD PASTER, BRUCE REED, GENE SPERliNG 

FROM; PAUL DIMOND , 
SUBJEcr: EMFOWERMENT ZONES 

I. BACKGROUND 

, Chalonen Moynihan and Roslenkowski apparently have agreed to Congressman 
Rangel's proposed structure and financial support for Empowerment Zones and Enterprise 
Coinmuntties: 

•• 	 10 Empoweonent Zones (6 urban, 4 rural) and 100 Enterprise Communities (65 
u!ban, 35 rural) 

.. 	 $2.5B in tax incentives over 5 years, with approxillllltely 85% allocated to the 
10 zones (including a flat wage credit to ZOn. employers for all zon. resident 
emptoyees, increased expensing and accelerated depreciation, zone facility 
bonds, and expanded low-income bousing tax credits) and 10% allocated to 
the 100 Enterprise Communities (zone facility bonds and low-income bousing 
tax credits), (There is also a provision for deferral of gains for all $SBIe. 
across the countryi 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 approximately 60% allocated to the 6 urban zones, 20% to the 
rural zones, and 20% to the 100 communities, TItle XX provides for block 
grants on a range of social programs and, as currently administered, is not 
targeted toward economic development. 

ll. ISSUES 

We can successfully implement the basic structure tentatively agreed to by Chaionen 
RostenkQwski and Moynihan. For that reason, I do not recommend that we aggressively seck 
any ~odlfications. There are, however, at least two issues on wrucb we may well be asked 
either to state a position or to help shape an acceptable compromise. , 

A. CAPPED ENTITLEMENT. Senators Riegle, Bradley, and Biden strongly 
advocated an alternative approach to tlle $1.0B capped entitlement under TItle XX: a me.u of , 
programs targeted to economic and community development, Included are $120M for CDPts 

I 

I 




I 

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

All of the relevant chairs of the Senate Authorizing Committees and AppropriatoIS 
(including Byrd and Mikulski) agreed to the Menu approach, as well as House Autborizing 
cOmmittee Chairs Gonzalez and Ford, I am not sure whether Appropriators Nateher and 
Stoke. we,e consulted because Olairman Rostenkowski apparently wished to ke<:p th. capped 
entitlement within the sole jurisdiction of the Ways and Means Committee under Title XX; 
and Congressman Rangel wanted to maximize the spending on the 6 urban zones. 

: RECOMMENDATION, If the Administration is asked for a position, [ 
helieve that we should make known our preferences (.) to provide funding for CDFr, and 
coinmuoity policing and (0) to allow for a more halanced allocation of the investments based 
on, the quality of the strategic plans submitted in the designation process. Both of these 
policy preferences can he accommodated under the Menu advocated by most Senators, I also 
believe, however, thai Representative Rangel's proposed Title XX approach could be amended. 
or ~upplemented to accommodate Administration priorities. Perhaps, there is a basis for a 
coqtpromise that works for everyone, , 

B. TAX INCENTIVES. Senator Ueherman has strongly protested (a) tbe lack of 
capital incentives and (0) the few number of empowerment zones, His proposal for 50-75 
empowerment zones with a wider range of tax incentives. however, is flat out impossible 
within the constraints of any conceivable budget (whether $25B or three times that amount), 

RECOMMENDATION: If Senator Ueherman makes this. bre.k issue 
for reconciliation, there is a workable approach to address his concerns within budget 
constraints! 

I , 
• make the wage credit for zone resident employees incremental rather than flat, 

ami only to extent of increases in full-time employees over a baseline 

• 	 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 he 
further targeted to micro-enterprise, small business. andlor venture capital 
investments in the 110 zones and communitjes if necessary to reduce the 
scoring cost; it is analogous to the deferral of gain provision for SSBICs 
already included, J 

• 	 include a credit to zone employers for contributions to zone resident employee 
savings plans (This "bottom-upt" 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 
Aeeount that the President touted during the Campaign.j 

••.. 	 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) 

[ 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 entitlement. 
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 entitlement proposed by 
Representative Rangel. As a resu1t~ any compromise increasing the: number of zones must be
co'psisumt with any compromise reached on the capped entitlement. 

m. CONCLUSION 

I Senate staff is meeting on both of these issues on Saturdny. I will keep you apprised 
of any developments. My pager number is 4148 if you need to reach me at any time. Please 
call me if you have any questions or [ can be of help at any time. 



Center for Corporate Public Involvement 

American Council of Life Insurance 

Health Insurance Association of America 

Stanley G. Karson, Director 

July 8, 1993 

, 
Mr. Paul'Diamond 
The White House 
Old Executive Office Building 
Room 225' 
Washingt~n, DC 20500 

Dear Paul: 
1

Enclosed are my marked comments on the·empowerment zone and 
.the CDFI papers you gave me recently for changes to assure greater 
corporate' public involvement with these two proposals. . ';': 

> ." ..... ,,+- ~"""" ' .. ,,' .•. 
., • ... .~ '" ' > -.. , ••~,~~'1"-......,~" 

You asked me also to put on paper my thoughts on how the ."' -. : 
President could make these two programs partfof a :larger .packag'" ,," " 
one that could highlight the .need and the 'diStinct advantages for I,:' . _ 
selective use of corporate resources to attack.-:'"community .and ,social 
problems. As you recall # I ,attempted to lay 'out this .concept in . 
my editori'al in Response this spring which you read." ., 

Regardless of what happens to the two proposals' in the legis
lative process, he could tie them to others and create a new corp7 
OIat-e-.tni~"fi~i..,e f&t:--Ame.r1ca' S communi ties ~ The issueS: tbus 
f.a.t;:9~d W.9U d on economic development I -hOUSing I 

education, job training, health promot on ne ucr.rng substance 
ab~ne eh±i~~ee~.------------~---

It is my strong feeling that a presidential focus on these 
issues and their linkage to the self interest of American bus~ness 
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 their' collective power to effect conununity chango and to 
demonstrate vividly that their contribution to the solution of 
these pervasive social problems is needed by the nation and recog
nized by the' President and the Congress. 

,, 
1001 Pennsylvania Avenue, N.W., Washington, D.C. 20004·2599 202-624-2430 
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I can spell out more dotails of such a "happening" if you 
wish. In addition I I can personally assure the presence of CEOa of 
the largest insurance companies as well as several CEOs of other 
major corporations~ 

, 
i 
, s~ 

Stanley G. Karson 

SGK: lrb I 

Enclosure' 
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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 FY95. as 
a way to raise Ihe federal matching rate of 85% in states that begin early implementation of 
time-limited welfare. 

According to his staff, Moynihan has fwo goals for welfare reform) which you share: 
1) increase the federal match for JOBS so that statcs can afford to implement the Family 
Support Act; and 2) move toward a system of time-limited welfare. This proposal would 
enable 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 expansion of an existing program, It would also please the governors, particularly in 
induslri~l states where the current federal match is only about 60%. A temporary adjustment 
in the JOBS matching rotc was included in the tax bill Bush vetoed last year (although that 
provision, did not address time-limited Welfare). In the meantime, the AFDC cascJoad has 
grown to record levels, passing the 5 million mark. 

If you raise this idea with Moynihan, you may have to persuade him that it isnlt just a 
token effort On our part, but an important downpayment on welfare reform that wiU 
significantly improve the prospects of getting lhc sv.'ccping reform pJan weIll propose late this 
year. This isn't a substitule for ending welfare as we know it; it's a way both to build on the 
Family Suppor! Act and to underscore that welfare refonn is a make-Of-break clement of this 
Admini~tration's agenda, 
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THE WHITE: HOUSE 

WASHINGTON 

July 20, 1993 

MEMORANDUM FOR GENE SPERLING AND BRUCE REED, 

FRO!'.l: ' PAUL DIMOND 

SUBJEcr: EMPOWERMENT ZONES 

Congressman Rangel and the interested Senate Conferees (particularly Riegle and Bradley) 
are considering transferring $1 Billion from the tax incentives (primarily for the 10 
empowetment zones) 10 a "capped entitlement" which would sunset in two years. Under 
either approach, the language to be: included in the budget reconciliation bill ifself would be 
very spare, but the report would indude much of the challenge grant process, selection , 
criteria ~nd substance that we bad been planning to put into the authorizing legislation. 

Congres~man Rangel is now actlvely exploring placing the capped entitlement in Title 20 of 
the Social Securit), ACI (an HHS block grant program that i. already a capped entitlement), 
His approach would rely on selection criteria, Title 20's waiver provision, and the challenge 
grant process to 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 55000 to 54000 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 enlitlement, with a menu of selections, including 
community policing. enterprise grants. and CDFls. See attached 'Outline. Senator RJegle is 
also exploring whether the reduced bundle of major tax incentives can be spread around to a 
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 credil). 

Both of Ithese approaches are first being vetted with the Senate Parliamentarian. Maurice 
Foley and Alan Cohen from Treasury and Matt Roberts from SenalOT Riegle'. staff will be 
involvtd. I have urged extreme caution with Treasury and OMB in view of the larger budget 
reconciHation issues. 

My perJonal reading of the Situation} however, is tbat Rangel. Riegle and Bradley arc moving 
in cooperation on this and, if the Byrd ruling is favorable on the capped entitlement, will 
proceed,to seek to implement such an approach with the other Conferees. We will need to 
plan accordingly. 

ec Bob Rubin 



I 
Proposal to Shift Funds from Empowerment Zones Tax Preferences 

to Capped Dir<>et Spending Prog'ram for Public Investment 
I 

Background: 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 tralning and 
community policing. The Clinton Administration has proposed a similar ' 
two·part enterprise zone proposal, , 

I 

However, the House budget reconciliation bill includes only the tax 
incentives (at a cost of $5.2 billion over 5 years), and the Senate bill includes,
no enterprise zone provision, 

PropoJal; The proposal would shift $1 billion from the Empowerment 
Zones tax preferences to II capped direct spending program for pUblic 
investment in the zones and oth"r distressed areas, This spending program 
would sunset in two years, 

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 mstres.ed 
areas, These programs would be drafted •. 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 
admini.trator. of a zone could spend the fund. 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 atrateiic plan submitted 
with the application for the zone. , . 

A more detailed description of the program is attached. 

I 
I 

I 
I, 

http:mstres.ed
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7/1'1. 
P,UBLIC INVESTMENT FOR ENTERPRISE ZONES, 

I 

Part I: PublicIPrivate Partnership PrOllJ'llllls ($200 millionlyearl 
, 

Head Start $30 million 

COmInunity Health Centers $20 million 

Job Corp. $40 million 

Community Development Corps. $40 million 

Community Development Financial In.t. $60 million 

Mobility for Work Demonstration $10 million 


Part n: Enterprise Grants ($300 millionJyear) 

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: 

PRIME AND CQMMUNITY Drug Treatment· Individ. (HaS) 

POLIql~G: Drug Treat.-Preg. Wm. (HHS) 

Cops on the Beat EIIIerg. Chlld Protect. Sva. (HaS) 


Ryan White (HHS) 

JOB TRAIl'.'ING: Homeless Family Support (HaS) 


,I Family Resource Centers (HaS] 

JTPA (Labor; Title II) Subs!. Abuse Prevention (HHS) 

Conservation & Youth Corps. 


(Comm'n on Nat'l & H01}§~G &: CQMMUNITX 
Community Service) DEVELOPMENT:, 
, CDBG mUD) 

,CHILD CARE & EDUCATION: Public &; Indian Housing 
Compo Child Develop. (lUIS) Modernization (BUD) 
Child Care Block Grant (HaS) Drug Elimination Grants or 
Lite~8Cy (ED) COMPAC (HUD) 
Chap.; 1 Elern. & Second. Family Investment Crs. (BUD) 
Edue.(ED) HOMECHUDl 
Trio (ED) Youthbuild (HUD) 
Vocational & Adult Educ. (ED) 623 Self-Help Hsg. TA (FmHA) 

633 Rural Housing Pres. (FmHA) 
HEAI,'fH, NUTRITION &; 515 Rural Rental (FmHA) 
FAMILX ASSISTMlQE: 52lA Rural Rental Ass. (FmHA) 

WaterlSewer Grant (FmHA) 
WIe (Ag) MinoritylDisadv. Farmers 
High Risk Youth (HHS) (FmHA) 
Drug Treatment Improve. (HHS) Private Busines •. Enter. (FmHA) 
Drug Treatment Capacity (HHS) Neighborhood Reinvest. Corp. 
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Add to use ,of funds: 
I 

(2) Activities funded with enterprise community block grants must advance 
one of the following purpo.es: 
, I 

(Al 	 prozrloting economic d~velapment by creating or expanding businesses, 
removing impediments to business activity or economic growth, 
huilding on existing economic or community assets, or creating or 
retaining jobs for residents of the area. 

I 
iB) 	 empowering residents of the area by connecting them to job 

opportunities or by promoting their ownership or management of 
enterprises or assets, 

I 

(el 	 protnoting physical development by ;"crea.ini tbe availability of 
housing affordable to low or moderate income residents of the area or 
enhancing tbe public infrastructure or community facilities in thp. 
area, 

(0) 	 promoting human development through activities designed to increase 
school readiness, lifelong laRming, hie:h level workplace skills, or 
w6rkforce competitiveness.

I, 
(El 	 inCreasing the safety and security of persons, property, or enterprises 

ot preventing the use of drugs or violence. 
I 

2 
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COMMUNITY DEVELOPMENT 


.. Enterprise Zones Stmggle 

To Make Their Mark 


I 
ClintOn's plan for aiding depressed areas may prevail; 

bipartisan support keeps the concept aiive 

E nlcrprise Zone legis

lnlion, Congress' 

most enduring an


swer to urban woes, is 

!!I.'olting once aguin. 


Its latest in<:arnation 

hus create<! n cadre .,[ dis

'gruntlcd lawmaken who 
love tht' idea but dislike 
the details. ThaL is hecause 
$0 miln)' memhers have 
their OWl! Ideas about how 
best to target pw;.r cummu
nities with tax incentives' 
for husinesses sud in
ereased social services. 

Throe praldenis have 
asked Congress fM enter-
prise :r.one legislat~on. At 
least 56 bills haVi: been tn
troduced, pmmptingrioze-ns 
()f hearings. A federal enter
prloo ;;ono plan actually be
came law in 1988, but it 
lacked teeth and was hever 

pose! _ induding the 
makeup of a coordinating 
board and pnwi~inns for 
new federal grants - has 
not yet boon introduced in 
Congress. (Wt'i!kly Report, 
p.1160) , 

The mixed emotions 
many pr0tx,nents of enter
prise 1.{mes hold abuut Clin
!.on's prop;!Sol were ap(}.!lr
ent at a Tenmt hearing 
chulted bv Sen, Joseph L •Lieberma~, D-Conn. It fea· Itured Rep, Charles B. Han
gel, D-N,Y" a liberal. nnd I
former Hrn.lsing and Urban 
J)evelopment ("HUD) Secre-
tary,Jack F, Kemp,u-conser- • 

About two-thirds of the zones would be 	 valive Republican. The 

three rover the ideological
in urban neighborhoods, the rest in rural areas 
bases fmm right w left, with 

and Indian re8etvations. 	 Liebermun in the middle. 
They are some of the higgest 

carried OUL Con!!ress agreed nn a more 
romprehensive plan last year as PQrt of 
a hrood tax bill. only to have President 
George Bush veto It. I 

Now comes President Clinton's 
turn. 

'faking a page from state efforts, he 
emphasizes th~ coordination of gOvern
ment aid tndlstressed area!', rather than 
tax nre-aks fM businesses that lucaw 
{h~re. When he does recummend tax 
intentlv~, he stresses tax credits for 
eduClltion and training. Previous Re
publican proposals focused primarily nn 
helping :wne businesses mise capital. 

Clintnn also would severely restrict 
the numher of 'wnes. PreVii'I.lS1hins 
would have designated as many as 300. 
Clinton proposes creating ~mly 10 "em· 
p(,werment wnes" that would receive 
most of the tax breaks. He also wnuld 
treate :00 less important "(lOtciprise 
communities." Administration ofl1eials 
>4Jy th~y want to focus most of the tax 
breaks on only 10 areas beeause that 

The rest of the enterprise zone pro· 
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would enhance their effectiveness, 
Critics complain that the 100 enter

prise communiti~ would be little more 
that'. a ploy t(I win votes; they would 
receive few benefits. But administration 
officials say thatmissesu key eicm.mtof 
Clinwn's plan - that the government 
would take a more active role in -coordi
nating (;C{IMmlc development and fed~ 
eral aid in all of the designllted zones. 

About iwu-thirds m the wnes 
would he in urhan neighborhoods. the 
rest in rural areas and on Indian res
ervations. (Swry. p. 1882) 

Sume longtime proponents of en
terprise zones do not think this pro. 
posal, which includes $4.1 bim()n in 
tax ineentive~ {Wilr five yellJ's. is po. 
tent enough to revitalize impoverished 
areas, But their disappOintment is 
tempered by the realization that they 
may nut he able to get anything better 
thr(,ugh Congress. The tax provisions 
were included in the House version of 
the huge deficit-reductiQn bill {HR 
2264) bot not in the Senate version. 

boosters of the idea of tar
geting poor communities with federal 
aid nnd tax break.$.. 

Yet they were hard-pressed to say 
anything more complimentary atxm( 
Clinton's propoMl heyond that It was 
worth trying. 

l.iebermnn, chairman of the Senate 
Small Business Subcommittee on 
Competitiveness, called it "a very 
llwughtful proposal" but seriously de· 
fieient in the number of zones Ilnd 
lacking in capital incentives fot husi· 
nesses. 

Hanged said it was a shame that 
enterprise zones were still thought Df 
as an experiment, considering that the 
administration lacks an urban policy. 

Kemp, who crUlifided for enterprise 
<.Ones as a GOP House memher and 
then HUn secretary, called Clinton'\; 
ilpproach "a throwback to the top
down. pnternalistk poiicies, which 
have dominated lLberals' thinking on 
povarty since the Great Sudetv." 

As disappointed as they we~e with 
Clintun's plan, t.hey were even less 
happy with the Senate, which has no 



enterprise zone propooat tn ita defi£it and little federal money - $1 million a 
reduction hill, known as the teroncili. year for administrnuw expenses. 
at.ion bilL And 'so the futuro of this HuD developed regulations for the 
much.debated approach to distressed tones aod Il.ceepted almost 300 appli
communities now rests with a House cations from areas seeking designa· 
Senate conference committe(', :Weeh tlon. But Kemp, who became Hun 
fy Revort, p. i799) secrelary III 1989. decided that the law 

What a,re the chances that the final waa flawed. especially hecll.use it 
product will contain some sort of en· lacked federal tax incentives. 1"\0 red· 
terprise zone plnn? eral enterpri~ wnes were ever de

"Thev're much, much better than clared. 
good." said Rangel. a ('onfert't who be· 
lieves that key DenlOctGts on the Senate Action in the States 
Finuru:e Committee and the Housa While th(t federal government de· 
Ways and MeamCommit· 
tee SUppOr1. the plan. 

Whatever his misgi\'
ings about Clinton's offer
ing, Rangel wants the plan 
enatted. it is tim", he says, 
to target poverty.strickcn 
areal! with meaningful fed· 
eral legislation. And no 
matter how man}' wnes 
are created. he said, "you 
have to make sure they 
work."Hedoesnot wunt to 
add to the litany of well· 
lntentinl'.cd but only mod· 
erately successrul federal 

OIM(lIOOf!J;"'S I)V AllUC""''''''
anti,pllverty fm~mms. 

In dOwntown Trenton, N.J., a! city at 91),000, an UfbanA1roady on the Boob Mterplit'le ZOIlQ has been in 
Although it is' rarely placo since 19lJ5. The zone 

mentioned, the federal Uik4:l$l.Ip 2.3 square mii&s, 
government already' has and 120 busioossas 
adopted enterprise zone participate. Benefits IMy 

mceivo include a l'1KIuctlonlegislation. 
in the state "Ies ta.C!)ngrcss hod debated 

charged to customers. from enterprise Zllnes annually 6 percent to 3 percent. since 1982, whl:tl Presi· Above, a pedcstriM 
dent Ronald Reagan first walkway photograptled last 
presented a plan to pro year shows a mix 01 the old 
vide federal ta~ Dnd rcgu and new, The building at 

"lalory relief to !:msinesses ri;Jb1 has boon refurbistuuL 
that inves!-ed in economi
cally depressed inller cities and rural bated the merits of zones in the 19a1li, 
towns. (Story, p. 18~3) mar.y states put them wa l.e$t. Abvut40 

For several yelll'S, either the Hb\lSe s-lates llU!.hOnzeQ enterprise v.ones, and 
or the Senate M(lPwd II variation of the 30 most octive states named about 
enterprille zones, vnly to see the nthcr 001 Typic-llJ incentives include loans 
chnmber balk at the provisions. and loan guaranu!es, reductions- in sales 

Finally, in DI!«:mber 1987, COil· and local property taxes for busillesseS 
gr~ deared an euthoriwtion bill fur that ](.cnte in depressed lIreas, and tax 
housing and community development_ credits fvr hiring local employees. 
programs that inchlded enterprise Proponents argue that new federal 
zones. It was sign«d! low law Feb. 5, legislation is nl.'{'cssary - even though 
1988 (PL 100·242). , its absence has not deterred state and 

The law Authuriled HUn to desig toeru activity - mainly because a fcd
nute 100 lImes in which state snd local eNlI presence could lend mort energy 
governments would r'educe tbxes, ff!es and influence. Federal tax breaks are in 
and hmeaucr.!lcy wbile increasing pub demand beellrule fwernl taxes generally 
lic oorvices- to encourage economic de· lite higher than state and local taxes, 
velopment. 'l'wo-tbircb of the :wnes "You get more bang for your incen
were in cities. one-third in rura! areas. tive huck:' said Michael Allan Wolf,!l 

But the law provid,ed no tax breaks law nnd history professor at the UniT 
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versity of Richmond and an expert in 
enterprise zones. 

Proponents also say lhut federal 
legislation would bring ne.;dw atten
tion to deprm;sed tl.rt'ns. 

"There hIlS been too much empha
sis on tha tax ineentiv~." said Rich· 
ard Cowden, executive director of the 
American Alllwtiution ()( Enterprise 
Zones, based in Washington, More 1m· 
portnnt than tax bteaks, he stJ.id, is 
that federal legislation would "enoour
age granler attention on the: ne:f!ds of 
these areas by the cities and states 
themselves, and target federal reo 
seurces more efl1dently." 

Cowden nnd Wolf say that the starn 
efforts have evolved: Originally they 
were seen by sume as a way fA). lessen 
government's role in povertr-stricken 
areas by reducing or elimInating taxes 
and regulations. Sta.tes nnd 100000liwes 
nave gotten more involved in the ume&, 
they say, impmving roads end st!wers, 
enhancing social services, helping fi· 
nance businesses and IlUIrketing th? 
tone itsel(, 

Clinton's proposal seems l;'Oosis· 
tent, Co\\'rlen said. "It really does rep

resent whAt We'vA 
learned." 

Kemll, however, de
rides the way in wbich 
Clinton's plan applies 
these lusons.. He w6tned 
that it wnuld create 11 

"'lOne czar" who amId 
choose recipients nf fed. 
efa! !argelis, putting Il 

premium on political 
clout. 

"We need tn let the 
marketplace work," 
Kemp said. He argued for 
mot(! hroad-based incen~ 
lives for capital forma_ 

tion, including eliminating the capital 
gains tax on anyone who works, saves 
or invesu. in enterpr!lIe zones. 

Clinton'. Plan 
Clinton enVisions creating un En

terprise Board made up of domestic 
,ageocy Cabinet se<:t(:taries w coordi
nate his program. 

His proposed Economic Empower
ment Act of 1993 includes $4.1 billion in 
new tnx brouks over five years. Aboul $3 
billion in brenk!! w0uld he fur employ. 
ment alld trllining wage credits fur bu&i· 
nesses in the lQ empowerment zones. 
applkable to new and existing employ
ees. The remaining $1 hlllion would fund 
other tax incen\lW;$, Ahout $1 hilliun 
more \\IQl,lld beavailable1'or block grants 
and a community policing program. 
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Th!' H(}Usc att'iipted mOst of Clio
t(ln's proposnlin it5 reconciliation hill. 
Clintt>ti emphasil:ed that "not a ..mg)e 
c.hlla: will go out with(IUi Ia ('oordi· 
Jutted s:rategy dc>:dDpffi at ,the gfllSS' 
rent\< Ie>,,,,!." 

The prospe(;! of federal offidnls 
,n'Ct3«!:ng aod analYling local enter
prise z'm¥ activity rankles !?tunri M. 
l:htl('r, director "f d\lmfi~tic policy 
s1udies at the Herjta~e FoulHlalktl, a 
c(mservntlve think lonk. H\der de\'cl· 
oJled tht' iflen of enterprise: zones in 
the United Slates in 19i9 h)' f1wdlty· 
itlg an approach used in Englnml. 

"The premise of the whole idea IS 
that I*,'ple in the localities :nfC mme 
likely to be able t1l figure Hut what is 
~"ing h' work un their arens than 
;u:mehody in Wlillhington or smnebody 
in the ~tllteh,)Usc, Jar that maHer," 
Butler Mlid, 'I 

Butler does not necessarily objcct to 
I he increased presence of state o.nd loeai 
I{ot'ernments in enterprise lOnns. He just 
docs not want ;be fedn!"l government 
moch involved beyond providing tax 
breaks. He said federal offidals ought to 
be "on tap. not on top!' 

Hcs){ies not creating enough zones or 
inc~r,IJ\'es for rapital formatlun, Butler 
S'aid Clintun's plan had "ton mueh in· 
dustrial policy and l1licromanagement." 
That gets to the hcart of wnservativn 
crilici~m of Clinwn's plan: The'specter 
of federal control (wer local activities, 

Wolr defended the administra
tion's approach, saying federal om· 
cinls oughL to oversee locallitrAteg16s, 

"There ha$ to be aceountabllity," 
Wvlf said, '-Th('y don't want' 1.0 get 
into the husineu of actunlly running 
the enterprise mnes. Hut lncy do want 
to play II role to make sure that the 
money is spent wisely." , 

The :ack of capital-bused tax in
centives also bas drawn cflrnplHints 
fmm traditional ~upp(lr!el'$ of 'cr-Wt
prise 'lOnes, ! 

Paul L. Pryde Jr., president of a 
Washington~based consulting I firm 
specializing in economie development. 
said the plan ought to include Im!)re 
incentives to help smali MV! firms raisl! 
capital. The labor-based tal Cfedits now 
in the plan are insufficient, he Isaid, 
because new firms typically do not have 

The House Proposal 

The House version of the reconciliation bill \HR 2264) include;; Presi· 

dent Clint(In'1I tax proposals for enterprise ZOtlll$, The Senate version does 
not indude zone);. Tbl' House plnn would cost about $4.1 hill ion over rive 
Y€'urs, including ubout $3 billion in employer wagt credits and targe!€'d jobs 
tax credits for certain bUsinesses in emp<lwermtnl zones. 

The HowlU ~'erslon would du the f<lll(,wln~; 
• Jl.:umber: Create lQ empowerment zones and 100 enterprise oommuni

ties for fiscl.lt 1994 and 1995. Empowerment zones would be eHgible fm 
more tal incentive" than entcrpris.e communltits. 

• Placement: Lo{'atc Rix empowerment zones in urban areas. three in 
rural areas and nne (m an Indian reservation. The lOu enterprise communi. 
ties would include 65 in urban arem;, 30 in rural areas- and fivl;! on Indian 
reservatwns. Urban zon~s would he deSignated by the secretary of Housing 
and Urban Dtvelopment. The Agriculture seeretnry wnuld designllte rum! 
zones, and the Interior s£ereUlry would designate Indian zones, 

• Enterprise Botlro; Stipulate that a hoard made up of fedem! lIgunc,}' 
o:riciall'i - u, be established iater - coordinate the designation of wnes. 

• Eligibilitr: Limit the size and population of zone houndaries_ which 
would he placed in high-poverty aI('as, Urban zones, fDr example. ",mid Mt 
have .II populntion of more thun 200,000 people. 

• Employer wuge credit: Permit a tax credit (m employee wages t~J all 
t!mpJoyers within an empmvcrment lone, 'fhe credit, 25 percent on the first 
.$20.000 of wag-es and ,;ertain training expenses, would apply to both ne....' 
and existing employees who live Hnd work in the zone. The credit would be 
phased out over f<,ut years, oc-ginning in 2001. 

• Targeted jobs tax credit: Expand the targeted jobs UiX credit .;uts!de 
the empoM:!rment :mDe tu businesses liwl hire zone residents, Tbe mn'Xi
mum credit would he $2.400, or 40 percent of the first $6,000 in wngcs. 

• SavingI'> credit: App!y a 50 porrell( credit - up to $700 _ (>11 employ. 
ers' contributions to retirement plans "r emph;,}-et$. who- work and iive in an 
empowerment zone. 

• Property expensing: Raise the amount empowerment zone businesses 
tan write off for investing in depreeiahle property from $10,000 t.o $7.5,000 
in the fim year, For n zono(! busin('ss t;:) qunlif", fot such inVelnment tax 
incentives. at least 35 percent of its employo(!es rmlSt live in the :>:nne. 

• Aeeeler..ted depreciation: Allow faster depreda~jull jot investment 
in buildings and ~ulpment used by qunlified empowerment zone husi
nesses, Re<Xlvery periods would be reduced by ttbout omHhird. For exam. 
pie, property that normally depreeiates in three years .could be rlepre£iated 
in two years. 

• Ta"weJ:empt bond financing; Create ta:r-ell:empl honds f(~r quallfled 
busineases wit.hin an empowerment zone. The maximum amount would be 
$3 miUioo per business per :tone to a maximum of $20 million per business 
fm aU 'Zone.,,- Businesses in enterprise (:offi:mmitks also would be eligible for 
modified tax-(i:rempt bond tinanring, 

• Low-income bousing credit: Expand the low-income housing credit 
by 30 percent for buildings in areas Within empowerment zones or enter
pri<>e communities that are considered "difficuh to develop" _ defined as 
census tracts witb il. poverty rate of at leas: :m percent. 

-.J~'II I,. Katz 

a high em.mgh tax liability w max'e the 
credits w{)rtbwhile. . 

He auggested allowing individuals t<l 
deduct the rost of purchasing ilhtCK IS
sued by Zime businesses, He also (i!Yots 
tax deferments on capital gains pro· 
ceeds that are invested in zone firms, 

Liehermun regretted the small num
ber of zones in Clinton's plan. sa'ying 

.." - jel.Y ". 17>.; eQ 

the onlv ones thllt counted were the 10 
empow~rment zones; "It's a policy 
mistake lind a squandering of incen
tives to pour them intfi these 10 areas 
while the rmrt ef the !'Cuntry ... gets 
nothing." 

Rangel downplayed the lmiXrr
tRnce of increased tax incentives, 

mainLaining that most bus:nesses. 
would not expand or relocate iow de
pressed llreas without impro\'ements 
in infrastructure and ~oclal sen·ices. 

Range; alw said he wuuld re-sist 
adding ml)r" zones unless more federal 
funds were made available. 

"if these things are made nutiilUOI. 
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Zones ofContention 

, 

.Ent.erprise z?ne legislation has surfaced every year for 13 years. In 1982, President Ronald Reagan Introduced a 
plan dO$cly ~mblingll bill sponsored in 1980 and 1981 by Republicans including Jaek F. Kemp, N.Y, One biU 

was even enacted - but did not result in any action. Bere is a drronolOKr

!
• 


(et 


, 
1982: Reagnn intlOduced a ,plan 
Marth 23, !ifiying that federal tax 
breaks und regulatory relief would 
help create jobs In poor itu1t!r citieil. 
The plan w(luld haVf: designated 25 
wnes annually lior three ye,Ju"$, The 
Senate Finance Cumm[ttee included 
the proposal in a tax bill, stipulating 
that eight zones each year wooid be 
designawd in Poor rUfa! areas. Bul 
House Democratic leaders opposed Reagan
the legislation, "{hkh eventually died. 

1983: The Sen'nte Finanee Committee passed legisla
tion to create 75 lOne1l over three yoors, with 25 zones in 
ruml Areas. '~ Senate adopted the measure wh.m it 
passed a deficit-reduction bill. but the plan was 
dropped in cnnference with the ~ouse. 

1984: Sen. Bob Dole, R·Kan., Introduced enterprise 
'lone legislation,' but [t ue\'er !law floor atti{l». Then' 
House Minority: Whip Trent Lott, R-~1iss" tried to 
move the legilltatiOfI, but it Mver Wia reported frnm the 
Ways and Mcans Commi~_ 

, 
1985: An omnibutl housing bill included enterprise 
:zones, The Hnuse ~anking Committee, which approved 
the bill, instructed the Department of Housing tmd Ur
bnn Development (HUm to select 7S zones" Unlike pre
vious bj\l~, this one did oot Include feaeral tax incen
tives but did waive certain husines, .. regulations. 

1986: [n u revi$ion of tlw 198."i bilL the number (lof 
enterprise zones jumped to tOO. with one-third u; be 
located in rurn! a:reas. The House attached the measure 
to a reconciliation bill, but conferees dropped the hoWl
ing provi~ions, The House also added the legisiation to 
an omnihus banking bill. which eventually died. 

I 

19:87: Cong:'e$l$ deared a: housing 
bUllate in December that authorized 
HUD to designate 100 enterprise 
zones, one-third of them in rural (lr
ens. The bill included no federal tux 
breaks hut relied on local and slate tax 
breaks. The zones were to retain their 
designation for 25 years, with reviews 
every four yCIU"S. The bin provided $1 
million a year COl administrative Costs, ..... 
1988: President Reagan zigned the 
housing bill (PL 100·242) into law in 

Februat)\ But no ent.erpti$e wnes were ever designated, 

1989: Pr~ident George Bush endorsed feder{ll tax brenks 
in his housing proposal Introduced in ~ovember. the 
proposal ndvo;:ated giving capiwl gains laX exemptums to 

enterprise mnll businesses. Bush a.lAo wanted to give cities 
grants :and insurance in exchange for relaxed 'loning and 
.oonstruttion laws in the tones. 

1990: The budget summit included federal tax breaks 
for businesSes willing 00 locatA in enterprise zones, but 
the idea t'lrentually was dropped. 

1991: Lawmakers introdl,lced 14 enterprise zone bills, 

1992! The Loa- AngJ:les fiots in April catapulted enter
prise zooes back into the nationnlspotlight; COllgresa" 
included lang-Jage for them in two tax bjjla. Before the 
riotll, Congresa sent Bush a bill thot would have created 
10 urb:an end rurol zones:, Bush \'ctiled it in Mareh. 
Congress sent another tax bLil in NQvemher, including 
50 zone. 25 1n citiC1> and 25 in rural areal!. The hill 
would ha....e provided il 50 percent capital geiru cut and 
other d'ooit measures, Bush vetood that tax bill, too. 

-Brad Wong 

.. , unless yoU put in .the resources to 
make these things 'work, then it's ti&(me· 
paper thin and d{)tJmed to fail," he said. 

Rangel represents part of New 
York City, which is wi?!!Jy l!xprttted to 
get an tlw-powerment zone, as are Los 
Angeleg and Chicago. I 

SUrviYing Reconciliation,
By most accounts some enierprigl! 

zone provisi,ms are expected to sur
vive the House-Senate {'onfell!nce {In 
the reconciliation bill, i 

As with other a~pei:ts of Clinton's 
prnpusa\8 in the ri'tundliution lull, en
terprise zones remain lmpottnnt to a 
certain tonstituency i in this case, 

those who want to increase urban aid . 
The Congrussionai Blud; Caucus 

says inclusion of the tones in the bill is 
"non·negotiable:' There is little orga
nized {lt~position. Senate action un the 
2{)nes cuuld be impeded by the Byrd 
ruJe, however. The rwe, nllll.ted for its 
author, Sen. Robert C. Byrd. n·w.va.., 
seeks to prohibit non-germane Of ex
traneous provisions in the reoolidHntion 
bill. The zones could be (;{)nsiliered non
germane because they are umelated to 
lhe bill's deficit-reduction goals. If a 
senator raises a point of order invnkiog 
the Byrd rule, the- non-germane proVI
sIons arn struck Ctom lhe bill unless the 
rule is waived by 00 votes. 

"My hope is because this has been 
genuinely !l bipartisan idea, that the 
Republicans who ate presumably go· 
ing to be meking the Byrd rule objec
tions will not object to the enterprise 
;;001$,'" Lieberman said. 

In the meantime, he is trying to 

reshtlpe the legiBlatiml by dmmntically 
reducing the empktyee tax credits and 
limiting the size of l!Ach zone, while 
increasing the number of woes nnd the 
incentives for capital formation. 

The mixed emoti-ons remain. That 
this proposal is cJ(l!>e to being enacted, 
Lieberman said, is "as. iI you've nrriwd 
at the pft)rn~d land, and it';; not quite 
the way they've described it fm you." • 
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,':'f, ,. EMPOWERMENT ZOr.'ES AND ENTERPRISE COMM~NITi:ES:i< . 
l' Details of Legislative Provisions IJ, ". ' :;, ~:::: ,:i-i . 
, , . ,';1 '. '.' ".' "j (' '. .+.~;,t.:" 
1 • • ' ' '. _. , :,n" 

A. 	 'Change the Way Gove.:amenl Works In Distressed·Ar.as·...:.!'!1iis·proposal off';" 
:local communities the incentives; targeted investments, deregulation-and flexibility 
ithey need to work with the private sector to develop comprehensive ,~omic JO" , 

'strategies to 'generate business) create jobst make their streets Safe, bun~ conllriunity, 
:and empower people to get ahead. No community will be eligible for a single dollar 
of federal entelJ'rise support, however, unless it submits suCh • comprehensive , 
strategic plan that brings together the the community,the private 'sector and local 
;govemment and demonstrates how it. will reform the delivery of 'govenunent services 
;to achieve these goals. All designations, grants, awards, and waivers will be made 
:through a single, competitive deSignation process open to all distressed coniinunities, . 	 ,
rural and urban, across the country. 	 ' " 

I 	 ' 
B. 	 IEnterpriSe Board and Wal.er Authority 

• Composition of Enterpri,", Board: ':lbe Act creales an Enterprise Board 
composed of the Secretaties ,,(fWD, Agriculture, Interior, Treasury, HHS, 
Education. Laboi. Commerce, veterans Affairs~ Transportation, the Attorney 
Generalt EPA Administrator, Small Business Administrator. and Director of 
Office of National Drug Control Policy. Up to 11 other members may be 

I designated by the President .. 
I 
I. Single Point ot Contact/One Cabinet Secretary will provide a single .point ofI contact for issuing thC::,fuquest for proposals l re.... iewing the wmprehensive 

I 
, 

strategic plans) and, receiving requests for assistance and regulatory waivers for 
each local community,. 

I 
Authority to Develop Selection Criteri.: The EntelJ'rise Board is chargedI- with developing the selection criteria for designating empowerment zones and 

I 
I entetprise communities. The criteria must include consideration of the 
I effectiveness of the strategic plans, the assurances and measurable benchmarks 

to implement such plans t and their innovation and promise in achieving the 
goals of the Act. 

•• 	 Wa!yer AuthOrity' The Enterprise Board is authorized to waive any provision 
of Federal law or regUlation administered by the Secretaries of HUD, 
Agriculture, HHS, Labor, or Education, if the Board detennines the waiver is 
necessary for achievement of the purposes of the Act with respect to 

" 

.' implementing the comprehensive strategic plan of an empowerment ZOne Or 
enterprise community. The Board must consult with the relevant agency before 
granting any \ValVe!. Any disputes will, ultimately, be resolved My the 

1 
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President. 
.. :, "'!...f I •'. E>;eeplions to Waiver Auiborlty: Excluded from this waiver authority are 

rules for eligibility and benefits',under the Social SecUrity Act and Food Stamp 
Act, and laws and regillalionll"Concerning public or individual health, safety. 
civil rights and non-diserlmlrnitiont environmental protection, labor reJations. j . 
labor standards, '"""upational health or safety', pensions, taxation or any other 
law tbat the Attorney General shall by regulation exclude. 

, . 

C. 	 ·Compellti.e Designation I"rocess 

,. 	 Designaling Secretaries: Inronsultation with the Enterprise Board, the 
Secretary of HUD will designate the urban zones, the Secretary of Agriculture 
will designate the rural zones, and the Secretary of Interior will designate the 
Indian zones. 

:. 	 Comprehensive Strategic Plan: AWlicants must meet the eligibility criteria 
and put fOlWaro a comprehensive strategic plan for coordinated 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, IQca!t and private resources will be available in the nominated area; 
(3) the baseline, methods of evaluationl and benchmarks for measuring success 

, in carrying out the plan, / 
/ 

,. 	 Revocation of Designation: The Designating Secretary, in consult.tion with 
the Enterprise Board, may revoke the designation if the local government 
modifies the boundaries of a zone or is not complyjng substantially with, or 
fails to make progress in, achieving benchmarks in the strategic plan. 

D. 	 Performance Review, Independent Evaluation and Sunset 

• 	 Annual Reviews; Each designated area will be reviewed annually for 
performance in achieving benchmarks contained in its strategic plan, We will 
learn from the best efforts of 11Q communities all across America what works 
and what dOOl;n~. 

o 	 Requiring Results: In the event of substantial noncompliance at f.ilure to 
make progress in achieving benchmarks. the Designating Secretary may 
withho1d or reduce enterprise grant amounts: or require appropriate changes in 
the strategic plan. 

! • 	 Independent Evaluation: The National AQJemy of Sciences will collduct an 
! 

2 



: independent s1udy 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 modifyt extend, eXpand~ or 

reopen 	the Act. 

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

E. 	 Number of Designated Ar••s (Zones) 
, 
Empowerment Zooe", 

i 
, 

10 zones with 6 urban (and a total resident population at the time of 
designation of 750,000 Or less), 3 rural (total population of 90,000), and 1 
Indian reservation. 

All may be designated as early as 1994. Designation rons for 10 years, subject 
I'. to early termination for non-compliance or failure to achieve results. r, 
'Enterprise Communities: 

I
• 	 100 zones (65 urban, 30 rural, and 5 Indian). 

;
• 	 All may be designated as ~ly as 1994. Designation rons for 10 years, subject 

to early termination. ;' 
I 

F. 	 Eligibility Criteria 

.1. Geographic and Population Restrictions 

Urban zOnes can consist of up to 3 noncontiguous areas in 2 or (ewer• 
states. 

• 	 Ru~al zooes can consist of up to 
3 noncontiguous areas if located in 1 state, or 
1 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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200,000 residents or 10 percent of city population. i 
For cities with populations. tess than 500,000, zones can have aI 
maximum population of 50,000 resi~nts., 
For rural arca5 up to 30,000 ·residents. I 

I 2. Poverty Rates: 

Generally, within each zone, 

• 	 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 " 

• 	 100 percent of census tracts must have a poverty rate of 20 percent or 
more. 

Subject to the foUowing exceptions - 

• 	 The Designating Secretary has discretion to reduce by S percentage 
points the 35 percent, :IS percent, and 20 percent tlue,holds for not 
more than 10 percent of tbe tracts in 'be zone (or, if fewert 5 tracts). 

• 	 There is also .3 special exception for census tracts having either (i) no 
population!! or (ii) population less than ~OOO residents where more than 
7S percent of the tract 1s zoned for commercial or industria! use, 

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

G, 	 Investments Under the Act -- Approximately $4 billion in existing investments will 
be largeted wilb approximately $4 billion in ~ tax incentives on empowerment 
zones and enterprise communities. 

1. Enterprise Grants -- a total of $513,500,000 is authorized for IT 1993 and J994 
for enterprise grants. 

• 	 Amount of Grants in Empowennent Zones: up to $30 million per year for 
urban and up to $10 million per year for rural 01 Indian zones. 

• 	 AmQunt of Grants in Enterprise Communities: Up to $3 million per year 
for urban and up to $1 million per year for rural or Indian zones. 
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!. 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 mqst needed and effective in achieving 
the enterprise mission, Possible examples of uses include: 

creating new, coordinated delivery sys1ems for relevant government 
services 
creating community lending or micro-enterprise loan funds 
providing technical assistance. entrepreneurial support, workforce skiU 
programs and job-search and job-matching networks in the labor 
market 
leveraging private matching support 
matcliing funds for community development corporations 

;2. Community Policing -- A total of $500,000,000 is authorized for FY 1993 and 
,1994 for public safety and poliCing grants.
I " 

The Attorney General may award grants to enterprise zOnes or enterprise 
communities. to increase police presence, expand cooperative efforts between 
law enforcement and the community and 'assure public safety. 

i • In making community policing awards. the Attorney General will give priority , to empowennent zones and enterprise communities and will consult with the 
Enterprise Board in making such grants..I ./

i
, 

3. Innovative Programs and ione Priority In.estments -- In addition to priority 
I participation in the new funds for the proposed Community Development Banking 

IFund, the President bas also requested his Cabinet to offer proposals to target at least 
, another $3 billion of existing funds within 1he zones and communities, Several 
i departments have already made commitments for innovative programs equalling this 
t amount, while other agencies have offered to give priority designations for additional 
I agency initiatives to zones and communities. All of these programs and initiatives call 
I 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 Communities (DeEd) 

• Matching Fund for CDCs (HUD) 

• SBA, Commerce, and EDA funds and technical assistance 
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• SchooHo-w6rk, Apprenticeship. YouthBuild, 10b Corps (DoEd, 001, HUD) 

" 

• 	 "One Stop" c:arc.;rand Opportunity Centers (1PTNDOL) 

'. 	 Omg Prevention'and Rehabilitation-to-Work (HHSIDOJ) 

'. 	 Distressed Public Housing. Access and Moving to Opportunities (HUD andI 	 001)' 

'. 	 McKinney Homeless Shelter, Training, Self-sufficiency (HUD) 

4, Flexibility over Existing Federal Fnnds -- Perhaps most valuable, waivers will 
be granted by the Enterprise Board as appropriate to anow each zone or community to 
'implement its own sCra'egjc 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 wbich they perform in 
achieving the benchmarks established In their own comprehensive strategic plans, , 	 . 

H, 	 ,,Tax Incentives for Empowerment Zones llJI!l Enterprise Communities 

II, Zone Resident Empowerment Savings Credit 
I 

Provide a 50 percent credit on zone employers! retirement plan •I contributions (for;(heir employees who live and work in tbe zone) up to 
I 2 percent of cotripcnsation not in excess of $35,000.

I Employer!s' contribution may be in the form of an employer match or • 
noo""lective contribution (iJ:" 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 benus plan, and for small employer.; may be a 
simplified employee pension, 

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

• 	 Credit would be in lieu of employer.;' deduction of contribution, 

• 	 Credit would be in addition to the ETC, 

• 	 Employer contribution must be 100 percenl vested. 
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• 	 No AMT offset. 
,, 	 . 
2. Low-income housing credit expanded fot construction 

• 	 For purposes of low-inoome housing tax credit, zone tracts with at least 
30 pe"",nt Poverty levels qualify as "difficult to develop" area, so credit 
is increased by 30 percent. Effect is the same as providing 91 percent 
credit instead of 10 percent, or 39 percent credit instead of 30 percent 

• 	 Subject to existing volume caps. 
, 
3. Tax-exempt enterprise zone facility bonds for zone businesses 

New category of exempt activity bonds created for facUities of qualifiedI 	 • 
zone businesses located in ZOneS. ' 

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

• 	 50 percent of financing SUbject to existing volume cap. ,
,,
I • Bonds are excepted from section 265 bank deductibility prohibition. 
I 

I. 	 ITax Incentives Available only r~r Empowerment Zones 

iI. Employment and Trainin~.Credit (ETC) 
.' 

• 	 From designation through 2000. employer credit of 25 percent of the 
first $20.000 of wages earned by employees who are ZOne residents and 
perfonn all services In the ZOne. 

• 	 Rate of credit phases-out 5 percent per year from 2001llnough 2004. 

in 2001. the credit is 20 percent 
in 2002, the credit is 15 percent 
in 2003, the credit is 10 percent 
in 20041 the credit is 5 percent 

• 	 25 percent AMT offset. 

• 	 Qualified wages include certain training and educational expenses paid 
on bob.lf of the employee. 

• 	 AyaHabJc Iv aU businesses that employ zone residents to work in the 
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zone. 

12. Targeted Jobs Tax Credil erJTC) 

I, Zone residents would become a targeted group. Employers (including • 
employe", outside the zone) would claim the 40 percent TITC credit on 
up to $6,000 of first-year wages of zone residents. 

• 	 Zone employers not eligible for both ETC and TJ.TC on first-year 
wages (may choose on employee-by-employee liasis). 

,.Available to aU nOD-zone businesses.• 
3. Property expensing 

• 	 Increase section 179 expensing for depreciable property for qualified 
zone busin~ses from $10,000 to $75,000 per year, 

• 	 Expand e.xpensing to include buildings used in qualified zone 
businesses. 

• 	 The end of the phase-out range of section 179 applying to personal 
property extended from $210,00 to $350,000 of property placed in 

, I 	 service. 
•" 

i 
• 	 Section 179'increase also applies for A,>.IT purposes. 

• 	 Among otber requirements to ensure close ties to the zone j qualified 
zone businesses must have at least 35 percent of employees who are 
zone residents, and do not include certain types of businesses, 

4, Accelerated depredation 

• 	 Anow shoner recover), periods for section 168 depreciation of 
investment in tangibJe property, including buildings. used in qualified 
zone businesses, 

3-year property depreciated over 2 years. 
S-ycar property depredated over 3 y~. 
7-year property depreciated over 4 years. 
lO-year property depreciated over 6 years. 
15-year property depreciated over 9 years. 
W-year properly depreciated over 12 years. 
Non-residential real property depredated over 22 years. 
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• Shorter recovery periods would he used for AM!' purposes. 

I 	 • Among other requirements, qualified zone businesses must have at least 
I 35 percent of employees who are zone residents, and do not include 
I certain types of businesses.
II . 	 ., . 
,5. Tax-exempt Financing for Resident Owned Businesses and Community 

,>Investmenl Corporations and Fund> 

• 	 Provide tax-exempt bond financing for businesses and community 
investment corporations and funds that are 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 aU zones. 

• 	 25 percent of financing subject to existing volume cap. 

• 	 Bonds are excepted from section 265 bank deductibility prohibition. 
, . 	 . 

The labor incentives -- ETC and TITC -- account for approximately 80% of the FY94
FY98 $4.1 billion in tax incentives. , 

/ 

I 
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THE WHITE HOUSE 

WASHINGTON 

June 30, 1993 

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

Iauthorizing 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 waiver issue. 

Ill. 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 
leffect 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 
~ble 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 require legislative approval for 
waivers of any statute before the waiver becomes effective. , 

I believe this provision is 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 waivers in federal programs to allow communities to 

:i'mplement their approved plans. 

I 

Matt Roberts and I worked privately on a third approach to 
implement the President's main message. It would permit waivers 
olf 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. 

I 
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Regular congressional oversight 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 (1 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 Chairman 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 

I the lead line of the Empowerment proposal and should be made 

Iavailable 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]. Kanjorski believes that this will also increase support 
for the Empowerment proposal from more members interested in 

Iseeing that their eligible local communities participate fully in 
:such 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 

Imake passage in the Senate more difficult. Any differences 

[between the House and Senate versions would then have to be 

;worked out in Conference. 


1 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. ,, 
III. Other Issues. 
I 
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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, persuasive power!) It looks 
like they have succeeded in gaining a much more sympathetic read 
from the Parliamentarian for our position, although some noo
substantive 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 Bnterprise Board as a way of 
symbolizing both the importance of the interagency process and 
the White Uouse commitment to making sure that coordination and 
one-stop shopping become a reality. It also would give the Vice
President a real hands-on platform for experiencing a reinvention 

I process in operation. I think the idea has considerable merit, 
, although HUD and AG may need to staff the Chair. Bruce, will you 
: explore with the Vice-President, if you and Gene agree on the 
. merits? 

, C. Process of "I.ntroducing" Changes. I think our options 
are open here -- ranging from introducing a revised piece of 

I legislation or asking the respective Committee Chairs of Banking 
to introduce (hopefully, with substantial co-sponsorship, 
including the leadership. chairs of Education/Labor and 

I Judiciary. and other members). Again, I would like to solicit 

~Howard's advice on this. 


co 	Sheryll Cashin 

Paul Weinstein 
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THE WHITE HOUSE 

Office of tho Press Secretary 

For Immediate Rele":a;••----------------'Ii;;.;;y'".r,':""",r."93 

REMARKS BY THE PREstOEN1' 
IN TtLSPHONE CALL CONCERNING 


ENTERPRISE ZONES 


The ovol oftice 

10:30 A.M. EDT 

THE PRESIDENT: We've got L.A., Hentucky. ChicAgO. 
~61timQr., York, and Hew York. 

Q Sounds 11ke a 900d line-up. 

THE PRESIDENT: Sounds like a good line-up to me. I 
want to thank you all tor joining me today. As you ~ow, I have 6 
nev proposAl wa're goinq to ba discussing this mornin9 that I believe 
is a tunda~ental departure from traditional programs otfered by
Democratic administrations and tund.~ontally different from the 
previous enterprise zone proposals otfered by rec.nt Eepublican
administrations. 

All of you represent areas ot the country that, while 
unique, ero eaoh joined together by A common need. The economic 
potentiAl of your areaa, like o~~.r urhan and ruIal communities. is 
still stitled because you laclt the investment cApital you need and a 
comprehensive strategy tOI jobs And growth. What we want to do 1& to 
help you to revive your con:munities economically. And OUI proposAls 
for empcwerment zones and enterpri.e neighbOrhoods we believe ie the 
right WAy to hegin. 

Federal aid to the.e areas is certainly not new, but in 
the past it hasn1t alwAYs worked. There has otten been no 
coordinated strategy tor usin9 the federal money. Your growth has 
been restrained by a mA~e ot tederAl regulations and the need to 
appael to an array ot tederal agenoies, And these factOrs have 
contributsd to an unwillingness on the part or too many compania. to 
invest in your areas. 

We'r~ trying to Change all or that. We begin with a 
challenge: Under our program not a single dollar will 90 out without 
a coordinated strategy developed at the gress-roots level. Yet your
cOllUllunitiea enjoy iJ[lll',ensQ and eoll'ltt.itted talent at that lavel. Our 
plan propos.a a partnership between 10015.1 organizations uo that they 
Can eoordinete the use ot tederAl, state, and local reSCf>lrCes. 

I know that your ~reas need investment capital, both 
public and private. OUr proposal provides targeted investment 
incentive. to draw investment dollArs into distressed urban and rural 
Qommunities. Your areaG deal with a confusing maze ot agencies and 
rugulations. This proposal features a &inqle point ot contact sn 
that the federal government contributes to rather than .tifles the 
rebirth ot your commpnities. WeIr. going to streamlin. regulations,
rule., and paperwork so that we reward initiative at the local level. 

These are innovations and new appro~ches. They Ire g01ng 
to result in new economic groyth. opportunity and hope in areas long
denied their piece ot the American Dream. And just as your looal 
communities will have a chanCe to participate in the planning ot 
their econcmic revival, we a180 WAnt to offer you a chance now to 
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disCUBS tho economic challenges you face -- to disCUGS this new 
effort to participate in the revival of your communities. 

I just want to emphasize two or three things here. 
First of all, we do propose to do something that I discllssad with the 
mayors a tew months ago, or several weeks ago, and that is to focus 
tho limited money we have to spend here in terms of tax incentives 
and investments on, first of all, ten empowerment zones that will get 
an enormous amount of concentrated effort to Bee if it works -- a 
wage credit. credits for equipment, credits for rehabilitating
existing housing -- with a bottom-up community-baaed strategy, and 
with a lot of waiver authority. We're going to set up an enterprise 
board that will provide communities the opportunity to come and get
waivers from all these federal rules and regUlations. I think that's 
very important. 

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

So I think that this is the sort of thing that will 
really support what a lot ot you have been doing for a long time -
cutting out a lot of the federal rules and regulations, letting you 
consolidate the funds that you're getting from these different 
government agencies and getting you the chance to 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 among Republicans and Democrats, and I 
hope we'll qet 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 join my
colleagUes in this communication with you. I congratulate you on an 
innovative plan that deals with the depressed cities and towns ot 
America. I'm pleased that you've recognized that a comprehensive, 
yet innovative approach must be taken. It takes not only tax 
incentives grants, but it also takes the kind ot neighborhood 
involvement that will make this plan truly a product ot the 
communities that are going to be served. 

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

We have two organizations in our city 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. Brenda 
Shockley represents Community Build, and Tony Salazar represents
R-LA, a product of the Rebuild LA program. Let me calIon Brenda 
Shockley tirst. 

MS. SHOCKLEY: Good morning, Mr. President. 

THE PRESIDENT: Good morning, Brenda. 
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MS. SHOCKLEY! On behalf of Community &uild, I'd like to 
commend the admlnlGtr&tion on continuing its pronise to put people
tirst. Community Build believes that the empQw.~nt zonGa 
legislation will -- particularly the aspect of it that recognizes
that eonmunlty-b&~ed, community-initioted, bott~-up involvement is 
critical to the Duooesa ot effoTta particularly in the urbbn areoa. 

WoOd also like to state thet your appreciation, that ot 
the administration, and the recognition of the importance of au~rt 
eueh as ohild care and job training to proqrams that are goinq to 
allow people to bave the first step of employability will ba very
uuoe.satul and that they will foster self-holp, bard work and aocial 
responsibility. 

finallY, the need for fedoral atreamlininq formaliZed in 
the torm Qf the enterprise board will, I believe, allow for 
coordinated efforts and the more flexible use of existing federal 
tunds 1. a180 critical to our eftorts. Thank you. 

MAYOR BRAOLtY: Thank you. Tony Salazar. 

MR. SALAZAR: Good morning, Mr. Pre.ident. And thank 
you very ~ueh tor your leadership in bringing this initiative to the 
forefront. It 1a very much needed. The needs of the people in our 
citie& need to be addres&ed. We at Rebuild L.A. look forward to your
partnerShip and working with you end other fedoral ageneie. in 
coordinating ou~ efforte and qetting .genei.. and faderal tunds back 
to the neighborhoods and to small businesean in our eity. And we 
very mUch'want to thank you for being a player end we look forward to 
aeein9 you here in Los Angeles. ThAnk you. 

MAYOR BRADLEY: Hr. President, although hela not qoin; 
to speak. he will telk to the press when we finish. P4rksr Anderson, 
who iB our staff person, the head of o~r eo~unity Development
Department, Al.o joins us here at the table. All of us thank you. I 
believe that you have heard the represantative voiee. of Lee &~~eles. 
We're eager to work vith you to Bee that this plan not only passes 
throu<jh the con~re66, but .is inplenented. 

Thank you very much, Hr. President. 

THE PRESIDENT: Thank you, TOll. And I want to thank 
Brenda and Tony tor what they Boid. And Z .want to just emphasize
that I think waIve got the proper division ot labor here. At the 
community levsl, you've got to provide tor people who are chronically 
unemployed jOb training. child care, an~ other supports. But those 
need. and the opportunity to ~eot thom are 90ing to be so different 
trom comnunity to community. ~nd that'a ~hy I think it's so 
important that vhat va do here in terms not only ot ne~ investment, 
but in letting you spend the money that is presently app~opriated in 
the most rlexible way will guarantee that that can be done. 

And then the other thing that I want to say,
partiCUlarly in response to What rony said with the Rebuild L.A. 
ettort, we can't expect, it eee~B to .e, e lot of ne~ investment in a 
lot ot our difficult areas until va do a couple ot things that Bend 
the right signals to the privats sector, which this plan does. 

First of all, that wa appreciate tne people who are 
there now and we recognize that they haVe a potential to expand 
~ployment in distreseed communities. And we ought to taka care ot 
the poople that are there now. 

And secondly, that the qovernment nesds to take the lead 
in ofrering soma significant tax incentives to people who will take 
an additional risk to try to 9ive people a chanoe Who haven't had a 
chAnco in a long tiD•. 
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.And flO those are the things that are P4lrt ot! th.t. 
pro9r~:m. lim very excited apout it, and 1 1m ~lad you're eo well 
organized to try tD taka advantage of it. 

Lot's go on nOW to Governor Jones in Kentucky. We asked 
the Governor to join us, becauae we wanted to emphasiae that rural 
aroas will be eligible to participate in both the empowerment ~oneD 
and in tho enterprise areas. And I know that Kentucky, like my home 
state. has a lot ot very poor rural oommunities, end I wanted 
Govarnor JOM8 to lUIve a chance to OOllllllant on this. 

Governor, can you bear ua? 

GOVER»Oa JO~~S: Good morning, again, Hr. Pr••ident. 
would 11ke to, once again. thank you for having the courage to 
address another very, very significant problem, one thing you'vo
shown eo far 18 that you have no lack ot courage when it comes to 
~acklin9 the touqh issues. An4 as everybody ~~ows, when you're out 
on the tront I1ns attacking these issues. you take some .nots, But, 
boy, are we proud ot the way you're standing up tor the.e tough,
difficult issues. 

I know the other Presidents in the past nave promissd
tederal participation in what used to be oalled enterprise tone 
legislation, 4nd now the empawe~ent zone opproach to dsaling with 
our proble.s in depressed arG4S, both in the cities and in the rural 
areas. And WB in Kentucky, of course, have had e lot of opportunity 
to deal with this. We passed leqislation 1n 1982 when we beoame the 
third state in America to deal with the enterprise %one leqislation. 
And we have hAd a great deal ot suocess in dealinq with it since th~t 
period of time. So we know absolutely without quBstion that it does 
work. 

,, I very much ~m excited about the foeus that you have 
placed, which I think is very, very appropriate, as you've talked 
about chang. in the way government operates. And, heftven knows, wa 
need to chanqe the way government operates, both at thB iederal level 
and at the atate and local level. I think your focua on human 
capital developnent is right on tar9~t. Streamlinin9 the 
regulaticns, the rules. and the paperwork that hava been stranglih9
all of us tor tar too long is riqht on target. Stressing selt-help
and hard york and social responsibility, .0 that our people are 
willi~ to work in Kentucky. OUr people are willing to stand up and 
be counted and to do What naeds to be done in order to qst a job and 
to get an ftducation. And your willingness to let the teder~l 
90vernmant now play a me6ningful role in this regard is extremely
helpful to all of UB. 

I would aleQ ~.Y that a~ wa put the focua on sustainable 
9rowth, that we in Kentucky are h~vin9 a national conference HAy tha 
25th to the 2ath that we call From Rio To The Capitals -- the state 
strategies tor sustainable development, e tolloW-Up from what 
happened 1n Rio. which I think titB exaotly in what you're talking
about hare ~~ in how the federal qover~ent, the state government and 
10041 90vernmenta can work tQgether to provide the jobs and to 
provide the sU4t~inabla devslopment that wa need. 

But because of the activity that we've had in the past 
working with enterprise ZOnes or empowerment %oneB, we know it works 
and we'ra re~dy to stand with you and to portieipote in every way 
possible. 

THE PRESIDEN~: Well, thank you vary much. I'd just
like to make a couple of oommente about Wbat you said. First of all, 
most ot our listeners may know, but nome may not, that you had a very
distinguished career in business before you became the Governor of 
Rentueky -- or qot into Eentucky politics. 

MORE 
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• .onG ot the things that I think all ot. us have noticed 
who have been 90vernors or mayors is that an enormous amo~nt of the 
money that'. appropriated for special programs is otten peeled oft 
before it finally gets to ita ultimate purpose by all the various 
administrative loy.rs and regulatory requirements -- they're are on 
the money. And one of the things that we're trying to do here by
setting up this enterprise board and giving people the chence to come 
up with plans that would put a lot of these funds togetber fa to make 
the money go a lot further. And it dovetails very well with what the 
Vice President 1s trying to do an~ to look -- in looking at the whole 
structure of the tederal qovertu!18nt and how "'e can overhaul it. , 

And we're up here now trying to cut spending
dramaticallY end find some money to Increage targetod investments in 
areas where we need it to create jobs ~nd improve education and 
explore now technologlep. And I an convinced that one of the vaye
W$'re qoing to be able to both cut the spending proqramp that ouqht 
to be cut and increase inve.tmant is to qet rid of a lot of the 
iayere of regulation and management that we've had. 

The aecond point I want to make is about your conference 
coming up in May on sustainable development. one ot our great
challenqes is to try to fiqure aut hov to improve the environment and 
improve the economy at the some tl=e. And one ot the clear areas ot 
opportunity there that no one disagree. ~ith ie in the area of 
environ.ental cleanup in eome ot our most distressed urban end rurAl 
communit:iee. And 80 I would hope, that all the people on thia 
telephone call today# aa vell aa ell the people who ~ill hear about 
this program and will file applications will look v~ry closely at 
80me ot tha environmental problema in their communities and at how 
m~y people can be put to work in cleaning those up and how that can 
be a part of the enterprise proposal, bscauae that's clearly
southing: that we ntited to do~ 

Let's 90 on to Chicago now. Mayor Daley is in 
W~shinqton today. isn1t he? 

MS. JARRETT: ¥ss, hs's on an airplane right now ccming 
to Washington. I'm Valerie Jarrett, Mr. Presidsnt. the Conmieaioner 
of Pl~nnin9 and Development for the City of Chioaqo. And your now 
initiative is exactly what we need here in Chicago. 

Our city i_ a city ot diverse neighborhoods. eech with a 
unique set of needs. Solutions to our cODPlieatod problems do not 
tit neatly into the often hundreds of disconneoted federal, stato and 
10001 roqul~tiQns. tnetead of forcing c~unitlas to take on the 
impossible taak ot tailoring real naeds to the requiro.enta of these 
inflexible federal regulations, you are offering communities the 
opportunity to us. the.e doller& creatively end holistically, to 
maxl~ize the chance. of uUGtained co~nity revitalization. 

~ut year in Chioaqo we adoptad a holl.tic community
driven approach to planning and develop~entr and already we have eeen 
greet success. In our new initiative it ellowe community groups to 
submit applications for the use ot tunds trom tour different city
departments, Once we tarqet an aree, all of the other city
departmente work together in a ooordinated delivery ot servioe. 
within the area. 

One of our neiqhborhooda on Chicago's west aide welve 
already begun to see new aftordable housinq, the revitalization ot a 
commercial strip, a new library, b n.w Pbrx. utroet ~uurtacing and 
the demolition of abandoned buildings. 

Unfortunately, however, Mr. PreSident, our source of 
funds for this project trequently come fro. the federal government.
It wO CQuld streamline these dollars with qreater flexibility, ve 
could speed up the revitalization of thia area dramatioally. Wa have 

>10RE 



; 

. .

strong community-b~D.d plans hare in Chicago th~t will or.ate jobs
and utabili:e our communities. These plans otten collapaa under the 
weight ot government regulation and red tape. Your new initiative is 
exactly what we want to a.e. 

Itd like to introduce to you. Mr. President, now Ted 
Wysocki. ae is the executive director ot C~DO here in Chicago, the 
ChieagQ Association of Neighborhood Development O~anization6. 

MR. WYSOCKI: Good morning. Mr. President. 

THE PRESIDENT: Good morning, Ted. 

MR. WYSOCKI: We welcome empowerment %onO$ as a dramatio 
now direotion by the federal government to enQOUraq8 local 
collaboration. It's a perfect tit here with our efforts. Yesterday,
Mr. Preaident. aver 600 of Chicago's most committed nonprofit groups,
fOUndations and qovernment otticiale assembled as the Chicago
initiative to discuss not only youth proqramminq for this summer, but 
also yaar-round qang intervention And job initiatives au well AU 
multiyear processes lor engaging ~ommunitia8 in planning their own 
future. 

l would respDctfully offer three ideas that could assist 
the implementation of these ten e~poverment zones and the 100 
enterprise neighborhoods you're discussing, First, for industrial 
devalopment , An issue of prime concern here in chioaqo, funding as 
proposed by SenAtor Rieqle in the Abandoned Land Reuse Act, on which 
I'm actually testifying tomorrow before the Senate Banking Committee 
-- this would creete e new HUD program to address the hig~ cost Qf 
cleaning up theee eites that you were just mentioning. 

Sacond, on the tax credit aida, I think the real issue 
will be to attract e~~ity tinancing tor economic development real 
.state in these communities, 1 think that kind ot 6 tax credit could 
.ncourage corporatione to partner with communities, 6e well as, most 
importantly, small business to build in these ~cnes ~nd neighborhoods
that you're talking about. 

Finally, I thi~k the role ot c~unity development 
co~orat1on~ can be enhanced through the National co~unity Economic 
Partnership Act, which would provide grante tor these local groups
and their projects in these communities, 

Hr. President, on' behalf ot Chicago's communitiee, 1 
would like to thank you tor your vision end your leadership. You ere 
bringing hope to our neighborhoods. 

THE PRESIDENT: Thank you, Ted, and thank you, Valerie. 
Let mo jUst respond to one or two ot the things that you said. Firat 
ot all. the comment Valerie made about dlvers$ nQighborhoode ie 
clearly true. 1 have walked the streets in evsry e~unity 
represented on this phone call today. And I remember being so 
impressed in Chicago more than a year ago et seeing some'new housing 
construction in one of the Hispanic neighborhoods from a community 
group that was the lowest-cost, highest-efficiency houeing t had ever 
seQ" in an urban area. And there are a lot of these things 901n9 on 
in our country today vhich ne.d to be supported not by uniform 
federal proqr~. 

Secondly, I want tQ say that Mayor Daley was the tirst 
big-city mayor to tell me, again more than a year ago, that an 
enormous amount of money being appropriated by the Congress was not 
baing well spant because of all the rules end regulations, and tha~ 
ve needed to focus first on getting more buyin9 tor the present 
dollar we're getting. And he cited "mel chapter and versa, aome ot 
the thinqs that you've mentioned tOday. 

MORE 
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~ .SeCOndly. I want to say to Te4, I tbink wa have qat in 
our economic proqra~ and in this proposal significant incentives from 
our equity financing tor aeononic development. But I will look a the 
Community Economic partnership Act, and I do agr•• that we need to be 
actively involved in the cleanup of 50~O of these eit•• that ~. can 
restore to industrial develop~ent in a lot ot our urhan areas it we 
can solve the environmental problems. 

t see this as a really big job-qanerator tor Amerioa 
over the next few years, and itls a big problem just trying to find 
work for all of the people who want to go to work now in our oountry.
it's a big problem worldwide. And the environmental oleanup and 
rehabilitation of a lot ot these abandoned areas in our urban cities 
and in 80me ot our small towns and rural areas, too, I think is 
very, very important. I thank you for that. 

Letls go on to Baltimore now. Mayor? 

MAYOR SCHMOKE: Yes, sir. Good morninq. 

THE PRESIDENT: Are you really at the Park Sausage 

MAYOR SC'HMOKE! Absolutely. And Ray Haysbert, the 
Park Sausage. is sitting right here next to me. 

'1'K£ P1t£SIDEN'T~ I want YQu to send me boma. (Laughter.) 
I Admit that I am hereby asking tor =y own pork. (Lauqhter.) I 
plead gu11ty. 

HAYOR SCHMOKE: Absolutely. Well, If11 put Mr. HAysbert 
on in juat a .econd. I want to thank you vsry much tor thie 
tremendous proposal that you have made. You continue to operate in a 
fasbion that!s consistent with your view that cities should be viawed 
aa centera for expanding opportunity, whereas, msny ot the national 
lea~ers and certainly some on the other party eimply view cities $a 
massive shelters tor the poor. 

But I'm also here with a gentleman n~d John Clinton, 
who is the he8d of the merchants association in the Park Heiqhte
conmunity. a community that you didn't qet to walk through, but one 
that has been plagued by a lot of tho disadvantages that I kn~ yeu
would like to correct. But Mr. Clinton is a harber, the head of the 
merchant's association, a strong commur..!t:y Ilctivist. And he'S joined 
by Jim Marsalak, the Executive Director ot the Northwest Baltinore 
Community corporation. 

I want to thank you, particularly, for your focue on -
of these waiver authorities and giving us flexibility at the looal 
level. Because. as you've seen in walking through Sandtown, 
WinChester neighborhoods in Baltimore, we have a lot of people who 
are ready and willing with gre~t ideas at the local level. They
simply need soma essistance trom friends st the federal qovernmsnt. 
And ths Sandtown area, in particular, we have new housing. health 
proqra~$. 500ial services an~ thin9~ of that nature, but a miSSing
element hAa been a comprehensive job davelopment program aupported by 
a partner at the federal leval. And, osrtainlr' the empowerment zone 
and the enterprise neighborhoods would help ne qhborhoods like that. 

I want to mention ena other point. As you probably
know, a numbar ot mayors. a few of ~$ are meeting this afternoon with 
the Attorney General. Ms. Reno. 'l'hst. I think, is iltlportant, and we 
hope that the Justice Depa~nt is included in thin comprehensive 
strategy. Because we are fightinq on two tronta: we·~ liqhtinq the 
prablett of crime, and we're also fiqhtinq the perception by some that 
our cities are junt completely crime·ridden. So YO nead the Justice 
oepartment involved, because we ~ow that eo=munity development and 
eouunity polici1U] go hand-in-hand. and can produc. .oae great 
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results. And we look forward to talking to the Attorney General 
about ~Ilt. ~ . 

Let ~e just turn this aver to Hr. Haysbort. I think 
he's 6gro4d to the sausage, and he has some other points, because his 
company now sits in An area that I think is a real model for what you 
have talked about, and it f • been very 5uee&sstul. 

Mr. Haysbart? 

MR. HAYSBERT: Good morning. Mr. President. 

'l"HE PRESIDENT: Good morning. 

MR. KAYSBERT: Tho 8~pl&D are on their way. 
(Laughter. ) 

THE PRESIDENT: ThanK you. 

MR. HAYSBERT: We ea~. troa What WAS the parking lot ot 
the Oriolas Park to this atato-operated Park cirole enterprise 2000. 
And, ot cours., some at the criticism hes been that, as a stand
alone proqralll, it doesn't provide the total solution tor the problems 
it the inner city. So I am delighted to see that you are delivering 
a hope, a constant mossaga, by your particular program. 

live always said that when you want to do something, 
~t you IV. qot to hit the ~indo and the hearts ot the poople in the 
community, eo your bottom-up strategy, 1 feel, will be effective. I 
know that when we moved into this particular zone, tbe community bad 
a oelebr~tion beceue. of wh~t it ••~nt to them. Obviously, we 
couldn't hire aver 120 people. but for ths community, it meant that 
they were not abandoned, that they were not alated for the h~n 
scrap haap, that their potential as buman capital wap being 
recoqnized. 

1 know, it's a very important part of this entire 
strategy and your ability to restructuro government. do away with 
some of the handicaps that beeet us businessmen, is certainly
appreciated. Thank you. 

1l'Hl: PRESIDENT: Thank you, Raymond. 1 've ba.u"! very
impressed with tho work that tho saltl~ore Economic Development 
Corporation has done there. And I know you've haa a lot of attention 
to the work th_t t • been done thare over the lao~,tev years. Itls 
evidence that you can take _ ~- if you've got aome committed people 
and some land _nd Gome physical structuree that you can really do 
thinga to put people to York back in cities end in areas where others 
have giVen up. 

I think that all anybody haa to do ia qo out there and 
8ee -- I think you·va got, my statf has said, about 1,400 people
workinq in the industrial park now, and all the different businesses 
generatinq taxea, attrac~in9 private investment. That's the Bort of 
thing we're going to have to do. The government doesn't have enough 
money to solve thie prOblem. We've qot to leverage yhat reSQurces we 
h~ve to qat private sector people lIke yoU to come in and put tolks 
t.o work. And I really thank you on ~6t# 

And, Kayor SChmoke/ 1 should heve depended on you aa an 
old prosscutor to ~ention the Ju"tioe Departuent, bUt I want to 
assure you that the Justice Department 1s an integral part of this 
projeot. These cities, both the empowerment :ones and the enterpriee
citie". wIll be considered for priorities tor communit.y pOlicin9~ tor 
alternat.ive punishments, tor institutions like tho dru9 court which 
Janet Reno helped to oot up in Miami -- all thin9" whioh really help 
communities become sefer and handle their crime and druO problems
better$ ae well ee ~or community development banks and 80me ot 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 or 
sater streets and safer communities a big asset in developing the 
economy and putting people to work. 

MAYOR SCHMOKE: Thanks, Mr. President. 

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

MAYOR ALTHAUS: I sure em, Mr. President. 

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 
warm welcome and a boost, that if anybody doubted it before, I hope
they would not feel very vindicated in that welcome they gave you.
Because I've been around 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 
needs are more than just a few federal tax incentives, which was the 
proposal in years past. A new job is of no value if you have no day 
care. A job alone is of no value if you feel so unsafe 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. 

During the transition some of the members of the u.s. 
Conference 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 BO 
stunning. 

Of course, any Cabinet that has got two mayors in it I 
think is a real 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 ask to 
make a comment. But first there is a business leader named Robert 
Lucas, who owns Classic Caramel Company. Now, I have to tell you,
Mr. President, he makes a candy -- I think he named it kind of as a 
jOke -- it's called dork candy, but Henry Cisneros, I'm told, loves 
it. So after your pork we're going to send you some dark candy.
(Laughter.) 

THE PRESIDENT: Dark in Washington -- that's another 
word for -- they'll think I need that. (Laughter.) 

MAYOR ALTHAUS: Well, maybe I'll send some up to the 
other end of Pennsylvania Avenue 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 been 
rebuilding the housing around his factories simply because it is 
believed that it is neighborhood, too, and as the neighborhood goes, 
so goes his business. 
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~. The other gentlenan is Bobby Siwpson. io executive 
director of the Christ~as Addicts Neighborhood Association. And his 
housing CDC haa been rebuilding housing throughout our community
through the neighborhood where I grew uP. I have to Bay. But they1ve
aleo heen building lives, rebuilding liv89 through e sene. of 
nei9hborhood responsibility. And he has been laboring in this 
neighborhood, our neiqhborhood, for ever a decade, and he'e been 
looking for a partner. The city's been there with hin l but he's been 
looking tor another partner, end I think he'. tound it now. And I 
want to aok sob SillpGon to- COtIll1\ent. ' 

HR. SIMPSON: GQod ~orning, Hr. President. 

THE PRJ::Slt)EN']': Good morning, Boh. 

MR. SIMPSONI I think like millions of other Americana, 
I want to, firet ot all. thank you for keeping your campaign promise 
to Aelp the inner eity. I think thie progr~m th~t you have i. a 
very, very workable program. But I must tell you that we in York 
have somewhAt ot a jump-start on you. 

We at&rted a program similar te this about 10 years aqo,
end that was to get the local business and the local people involved 
with settlinq and reaolvinq their own probloms. And to a large
degree, we've been very suoceaatul at that. We took a drug-ridden 
~rea over 10 yeara ago and turned 125 houaes into decent, affordable 
housea. We took 785 unemployed and unemployable peeple and put them 
in jobs. 

The crucial point that 1 'd like to Mite 10 on the day 
care. We have a day care center that we're very, very proud ot where 
90 percent of our day eare kids are on honer rolls ef their schools. 
The other point that I'd like to make that you ha~ spoken to under 
your proposal is cutting the red tape. I think that i. a key to any
propoDal thet ceme. down, and that i s ~ key to ths success in the city 
ot lork. We qot rid ot the red tapa, impl~enteo the program from 
the graDs-roots level. ' We've done a lot with little. And with think 
with your help, we can do ~ch, much more. And I just again want to 
thank you, and I appreciate your effort and your commitment to the 
inner cities. 

THE PRESIDENT: Thank you, Robert. You know, I think 
you might be able to be a model for what we're trying t~ do 1n soma 
other oities. But I!m sure that this works. 

A f ..... yoars 490 4S Governor, I sat Up a pr09ram quit's 
8i~ilar to this in our poorest counties. And I reqUired allot them 
to COli...) up 'With oOD.ll'lunity~bllsed developmont plana and than we worked 
hard to try to make eare all the resouroes or the state were put At 
their disposal. And we even got the federal agencies involved. But 
I always had the feelinq that we could havs done so much more if the 
federal government had been able to fully jein our efforts. But If. 
very impressed by What YOU've done there. 

And I WAnt to say a special werd of thanks to you, Mayor
AltbaU8. You know, W8 tind, I think, that partisan dirferences tend 
to evaporate tha further you qet away trom washington. And when more 
people qet down to the grass roots and have to tae. each other aeroes 
the table an4 deal with real prohlemo. it'. obvious that theTa are 
certain th1n98 that work and certain things that don't, And pseple
tend to work on what works. 

And I can't tell you how much respect I have for the 
leadership you've qiven the U.S, Conference of Mayors and the 
willingnees that you bave expressed to work with UB in tryin9 to find 
American 801utions to theae problems. I am convinced that At the 
very baeic human level we naed to make a departure !¥om the 
approaohee ot the past. And you've been willin9 to do that and I 
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just -~ I take.my hat ott to you. And I hope that we oan do that 
more and more and more on all thC$e problems, b~~use a lot ot these 
prohlems are America's problems and they don't have a partisan label 
atter thom. And r think it ~.lll just take _. all or us take our 
blinders ott and roll our sleeves up, w~1ll get a lot turther. And I 
really appreciate you. 

Thank you. 

KAYOR AI!l'1tAUS: Hr. prelJident, thank you. I MV. to 
say, the partilJanship in washington is not at your snd of 
pennsylvania Avenue right noW. It's really not. Itfa been a joy 
working with you. 

THE PRESIDENT: Thank you, Mayor. 

New York? 

MAYOR DINKINS: Yes. sir. 

THE PRESIDENT: Hello, Mayor. 

HAYOR DINKINS: Mr. president, I have several people
with ~. one ot whem I'll ask to say a comment in a minuts. I havs 
Ron Shelp, who is the President and Chiet Executive Ofticer ot the 
New York City Partnership and the New ~ork City Chamber ot·Commerce 
in Industry. The PartnerShip va. founded back in 179 by David 
Rockefeller and other business loaders to tap the energy of the 
busineas eemmunity on a range of pUblic policy issuea, including
.canonio development and attordable houlJinq and education and jobs. 
And we worked very closely to~eth.r. They've been with us on 
international trips as veIl as demonstrating a lot of concern for 
local problema. 

There's David 30nas, who is the President and Chiet 
Executive Otficer of the community Service Society, one ot the oldest 
co~unity development agencies in our city. compreh~nsive in its 
proqrammatic thrust, CSS, as va call itt provides direct eervices to 
underserved conmunitiea and is a formidable advocate for progressive
80cial polici~s bt both state, city, and tederal levels, and provides 
toehnical assistance to gr~ss-roots neighborhood or9ani~at1on~. I'll 
ask DAvid to say a word in 6 minute, 

r would wont you to know thAt 1n the roc~ also are a 
oouple ot my deputy mayors, Barry Sullivan, a litelong banker who, 
upon hip retirement, we induced to come and work tor us os a deputy 
mayor for finance and economic development. And our newest deputy 
mayor, Dr. 30yce Brown, who is an educator ot some 25 years'
experience who 1s now deputy mayor tor policy and conmunity aftair$. 
So I'm pleased that they're here. 

Hr. President, I Want to eoamend you, as ~y Qoll.agues 
cstore me have done, tor VhAt I think is very creative l.adership. so 
sorely lacking in Washington over the lost dozen year•• 'And we in 
New York C1ty really know. We have suttered greatly because ot the 
abandonment of the urban centers by Washington heretotore. 

1 want to say that not only are you providing,qrGater
leadsrship, but you've put toqether a greet teem. Bob Rubin has been 
enormously responsive end receptive to our etfort., and Henry 
Cieneros -- you've got a mayor, so you know that yon 1re doing roal 
wsll thera. And you've got a 900d Na~ Yorker in Andrew Cuomo. And, 
ot cour9_. Oonn~ Shalala. And so I am confident that you've got the 
kinde ot paople to put this together. 

And much has baen said ot oommunity policing. And ae 
perhaps -- I know you know th~t the fortnaost proponent of eommuni ty
policing. p_rhaps the expert in the notion, 1s Dr. Lee Patrick Brown 
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that you 1ve nOV tcpped to bead up your druq effort. And be is 
somebody who uncterbtcnde full well that itl. not 1uet law 
entorc6nent, but treatment and education t~at have to go olong with 
it. So I'~ delighted with this new important initiative. As you 
knOW, my COlleague, who is the decn and delegate of the New York 
state congressional d.leqation is very interested in tbis area and I 
know is working cl05ely with you. I M4ke reteranee to Congressman 
Charles Rangel. 

We've got in cur city seae initiatives that we think fit 
very well with the kinds ot things you're talkinq about. One is what 
we call Communicare. We take health clinice and meke priM4ry care 
centers of them. It provides not only better core, but at a lesser 
cost. We've qot what we call beacon echools, where we ta~e tns 
scnool buildinge that are there anyhow, end now we keep them open
until 11:00 p.D. or 12:00 p.m, at night. 6ix and seven daya 0 week, 
with programs tor young people and adults, funded by the city but run 
by not-tor-profit oommunity organizations. 

Welre very proud of our oommunity policing. As your new 
Attorney General will tell you, the fBI reports that crime is down in 
the seven major rBI index categories in New ¥ork tor the tirpt time 
in 36 years. And we attribute that to community policing that Lee 
Brown did tor us. 

We have what we osll buainess improvement districts, 
where business peopln eort ot tack themsslves to the areas. We know 
that these kinds at thinqs can assist what you're talking about, and 
I bolieve that your empowerment initiative i. really what one might
call the van~ard of an urban policy. And I think that if we make 
certain the specific menu ot busines. inoentives and social ~~rvice 
programs aro meaningful enough to do Gome ;ood, we will be making
giant steps. 

I know you've per.mitted me to talk overly long, so I 
won't say more, except to say that w. in the eity of New ¥ork can 
provide a laboratory tor any and all of these kinds of things that 
are at the forefront ot thi& effort. I want to command allot my
colleaquea that have participated in thin .ftort and to thank you. 
M:r. President. 

Kay I prenent nov, David Jones of Community Service 
society. 

HR. JONES. Mr. Presidsnt, nies talking to you once 
again. I just want to 8ay a couple ot thing8 from the perspective of 
not-for-profits and community-baaed organizations. 1 think your
bottam-up approach is brilliant, and I think it'. what'& going to be 
needed to bring this change about in these lnner-city neighborhoods. 
I think you should also be aware, however, that community-basad
erganizatione have suffered elong with the communitiO$ they havG 
served. And they'J:'s 90inq to need techniCfll support and eupport frolll 
your government agencie. to provide th~ kind of strateqic planning
that you envision in your plan, as well as the kind of ovorsi9ht that 
you're talking about. aut I think it will be eeen AS a great 
movement tor community-based organizations and the poor people
they're trying to serv~. 

I think, obviously; time ie up with the notional 
apprenticeship program and primary health care reform, patient reform 
and a new structure for volunt.eriolll and a neW approach to narcotico 
control are all qoinq to be li9ht-yaars Ahead ot onything that's co~e 
down in nearly a decade. And I hops because itts .0 new, that you, 
yourself, attempt to go into so.e of these communities to try to get 
your massage across. Because I think I agree with Dr. wilson t Julius 
Wilson, that we're 10sin9 workingM end middle-closs people from these 
communities, and they need a ray of hope in order to stay on and 
continue the fight, so these communities can revitalize themselves. 

MORE 
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-Tbink you for the opportunity to .ake our commenta here. 

MAYOR DINKINS: Mr. President, thank you vary much. 

THE PRESIDENT: '!'henk ycu, Meyer, and thank you• .David 
Jones. 

Let lila just couant. firat on What Kr. Jonea said. 
think we do hevo to provide seu. assietance to build up these 
co~unity-basedr nonprotit organization8. And I do think the 
netienal government hae to teke the laa~ in heeltn caro, in tryin9 te 
put together the kind of eyetam that. will work on job training and 
epprenticeship proqrame, as well as trying to taka a little d1fferent 
direction, as you know I feel we should/ on the druq tront. And 
that's one reason I asked Lee Brown to be the drug czar. 

But I'm also oonvinced that it we do this. that building
these things at the grass-roots level and having everything driven by
that is the only way to ever qet anything done l in my opinion. 1 
think -- you know, wa've qot to help people to help themaelves, and 
thatlg what this whole thing in About. 

The other point I wanted to ~k. in response to ~hat you
said, N~yor Dinkin6 1 i8 1 tirst ot all, thank you tor tho compliments
on.the people in uy administration. Andrew CUomo had a lot to do 
with putting thin initiative toqether, and he'. sitting here in the 
Oval otfice with .e -- actually, he'a standing in the baok, 80 he 
grew about tour incheG When you were bragging on him in front or 
Americe. 

MAYOR DINKINS I Very good. 

THE PRESIDENT: And I thank you for that. And lot ~e 
again once again ernphanize that 1 am oonv1need th6t the experienoe or 
New York and community polioing demonatrates beyond anything I could 
say that it w. can put thene programs 1n place in all the major
neigbhorhoods of this country that have orime problema we would 
immediately ~ako th~, not only more liveable and more ~ttraetive. wa 
would make thom ta~ ~Qro apt to get private investment. 

Thie is a huge economic issue as well as a personal
security iasu.. And that's why we've just ~ot to wrap the Justice 
oapartment and crime control initiatives into this whole etrott. It 
we don't do it we can't be successful in 80me areas and it we do, ot 
course, the flip side is that we can. 

I want to thank all of you eo muoh tor giving me e 
little ot your time today and tor your Ruppert of this initiative. 
hope you'll talk to your Colle$9Ues Across the country. to the 
members of congr.ss. and again r.~cb out across party and other lines 
and 9«Y this is oomethinq thAt will be good tor AmericA. I ne.d your
help now to pees it end 1 1m r~dy to go to work to do that. Thank 
you very. VGry uueh, 

MAYOR DINKINS: Thank you, Mr. Presidertt. 

THE PRESIDENT: Good.. bye. 

go Mr. President 1 now that you 've bad your -- What 
changes do you plan in the White Rouse statt to make your
admlntatration more efteotive? 

THE PRESIDENT: Keep in mind that, before you ask that 
qua8tion, this administration 1$ the only one 1n 17 years to paas a 
budqet reaolution within the le9al ti~s li~t. We have put -- nearly 
as I ean tell, We have put .ore major initiatives out there in 100 
days than any of my recent predecessors, and we're working on same 

MORE 
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TH E WHITE HOUSE. 

WASHINGTON 

May 24, 1993 

MEMORANDUM FOR 	 TOM DAL'l'ON, DIRECTOR 
ARKANSAS DEPAR'l'MEN'l' OF HUMAN SERVICES 

FROM: 	 n i.~~arol H. Rasco, Assistant to the President for 
l!;k"~ Domestic Policy 

, 

SUBJECT: 	 Empowerment Zones 

I have asked Bruce Reed and Pau.l, weinstein,of my staff" to expect 
a call from you 

, 
to discuss the referenced subject. They can be ~ 

reached at (202')456-6515. Please' let me know if I can be of any, .
further assistance to you. 

Thank you. 

". " < : . 

. 

., 	 ,.,;,. 

--",-. 

, 



, . 

EMPOWERMENT ZONES , . 

" 
'-~"--:A~ross ,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 empowennent . 
agenda to bring on a new era of opportunity, responsibility and community for all Americans .. 

The. Empowerment Zone proposal represents a new approach to the problems of 
distressed communities. 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: 

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 ah~ad.. 

1. BOTfOM,UP, COMMUNITY-BASED STRATEGY: Empowennent Zones will 
be awarded. through a cqmpetitive, challenge grant process that gives communities new 
opportunity; but demands more responsibility from them in return. No applicant will 
be eligible for: a singie dollar of federal enterprise support unless it submits a 
comprehensive strategic plan that brings together the community, the private sector 
and,local gov~mment and demonstrates how the community will reform the delivery 
of govemmen~ 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 broa~ waiver authority to help communities use existing federal programs 
and, resources ,more effectively and efficiently to carry out·their strategic plans. 

I 

3. IO·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 Policing, 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. 
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SUMMARY OF ZONE INCENTIVES AND INVESTMENTS: 

In addition to enhanced flexibility to coordinate strategiC plans; the 10 Empowerment Zones 
and the 100 Enterprise:Communities wUI receive or be eligible for five basic forms of incentiVes and! 
investments: a) Capital incentiveS to-spur private sector investment; b) Empowerment incentives: c) 
Employer wage credits 'that empower both businesses.within the zone and businesses outside of the 
zone that hire zone reSidents; d) Investment programs. such as community policing and enterprise 
schools; end e) Zon.· Priority Investments: A host of federal programs will give recipients of the 110 
zones priority status for, grant applications for investments that may be essential to a comprehensive' 
empowerment S1rategy) Starred incentives M are availabfe onty for Ule 10 Empowerment ZOnes. 

I 
CAPITAL INCENTIVES 

• - Tax-exempt private activity bonds tor investments in'tangible property in zone 
.' Expansion of Low Income HOUSing Tax CredIt 
.' -. Increased Property Expensing under Section 179* 
• ~ 	 Accel~ted-depreciation tor tangible investments*

EMPOWERMENT INCENTIVES 
..... 	 Resident Empowerment Savings Accounts -- tax credits fa( employer contribL4tons; 

penalty+tree withdrawals for educaUon, purchase of first home. starting a small 
business or investing in community investment corporation or fund 

• .g.. Resident Empowennent Opportunity Card'" 

.,., Private 'activity bonds for zone businesses, community investment corporations and 
, . 

funds; ~d'ESOPs'owned 5{)%' or more by zone residGnts* • 

EMPLOYMENT AND TRAINING CREDITS ("ETC") FOR ZONE RESIDENTS 
•.'" A muitl~year ETC for zone-employers* 

• -..,. A one-year Targeted ETC for non~zone empI9YQf"S*' 


, 

INVESTMENTS UNDER THE ACT. 

"":. • "ilt. Enterprise"Grants 


~ •• "1y;. Community 'Policing 
,.. ~ 

ZONE PRIORITY INVESTMENTS 
• ~ 

",. ," 	 •.-~ 
• - 
• -..' 

..... 

..., 

..~ 
, .. 

Community Partnerships against Crime 
Community Development FtnanCi:aHnstitutiOns and BankS 
HUO MatctUng Fund tor CDCs 
Up to 30 Enterprlse,Sc::h<:IoI Communities 
SeA. cOmmerce and EOA funds and technical assistance 
SchooI-to-Work. Apprenticeship. yOuthbuild, Youth Fair Chance, Job Corps 
Drug Preventloo and Rehabilitation-la-Work 
"On. slOp Shop" Career Centers (JPTAJ, Access arnl Mo";ng 10 Opportun_ 
Dlstr~ Public Housing, MCKinney Homeless Sheller Assistance , 

.."~.- -J~"..,"";'-, "_ ~,__ I •. 

-1- --"'~.-

• 
; 

<, 

"~"' , 

' . ., 
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'-.,-,~" ...... :-:-:-~ ~•• -", - ':'--1'""" """';"' :; ..";---:-....~.-=~--;-':--~:;-:..... 	 . '-. - , 



COSTS AND PlACEMENT-

COSTS 

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


I 

Investments: The Empowerment Zone Proposal aims·to match tbat amount by 
targeting' cxistin'g investments towards Empowerment- Zones and Enterprise 
Communities. Over the next two years, $500 million. currently in the budget will he 
allocated to Enterprise Grants for empowerment zones and communities. An 
additional $.500 million will go to community policing. of which il substantial amount 
will be targeted;toward the 110 zones. 

Innovative-Programs: In addition. the President has requested that his'Cabinct 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. amount of investments and tax 
incentives. 

Several departn\enls have already made Ihat commitment. For. example, Ihe 
Departmenl of Education has already committed funding and support for local , 
comm\miries to ;create 30 Enterprise Schools -- 24-hour. year-round commuriity 
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 

100 EnterpriselCommunilies: Of Ihe 100 Enterprise Communities,.65 will he in 
urban' areas, 30 ~will be in rural areas, and 5 will be on Indian reservatlons. 

10 Empowermlnl Zones: Of .he 10 Empowerment Zones, 6 will he reserved for 
urban areas, 3 will be rural areas- and i will be an lndian reservation. , 

I 
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I. 

A. 

B. 

II. 

A. 

COMMUNITY EMPOWERMENT THEMES 

HUD PRESENTATION 

Three Themes Emphasized 

I) Economic un 
Making Work Work 
Linking Education, Training and Employment 
Making Housing a Platfonn for Economic Opportunity 
Rebuilding the Metropolitan Economic Bac;c 

2) Community (e,g. bottom up rather than top down strategics; fundamentally 
changing the way government docs businessj encouraging comprehensive solutions to 
local problems; making federal programs morc flexible and responsive [0 community 
needs) , 

Supporting Community Solutions 
Encouraging Economic Diversity in Communities 
Rebuilding the Communily Economic Base 

3) Comba(Destructive Behaviors 
Reducing Spatial Separation by Race and Income 
Bala,neing Rights and Responsibilities 
Giving Every Child a Fair Chance 
Restoring Sanity to Americals Streets 

Structures ,and Procedures Proposed to Meet these Goals 

Processes for Changing the Way Government Work.~: coo~dination and 
consoHdati6n of agency programs across jurisdictional boundaries; deregulation o[ 
relevant pr6grams; and encouragement of interdisciplinary, community-based solutions 

I 
A cabinet ....level interagency task force of all key domestic agencies: to force the 
coordinatiort process; identify resources; manage coordination; and replicate what 
works I, 

,I 
OTHER RELEVANT THEMES (FROM THE CLINTON CAMPAIGN AND 
OTHER AGENCIES) 

I 
I

Themes tha~ distinguish the Clinton Adminis.tration from past approaches 

Bottom-up' Planning and Accountability 
Unleashing Local Innovation 
Pragmatic Focus on What Works 
Willingness ito Eliminate Progmms that Don't Work 
Built-in prriccsses for evaluating what works 

I, 



I 
B. 	 Empowering Communities and People 

Mobility - Physical, Economic, Social 
Strengthening both People and Places 

I 
c. 	 Rewarding »,ork 

Making Work More Attractive than Welfare 
Job Training Availability 
Incentives for Private Sector Job Creation 
Expanding ahd Fostering Business Ownership by Residents 

I 
D. 	 Family I 

Children and Adolescents 
Parenting Support -- Jobs for Parents, Daycarc, Parenting skills 

I 
E. 	 Community: Values 

We arc all i~ this together , 

, 


, 

i 



THE WHITE: HOUSE 


WASHINGTON 


May 10, 1993 

MEMORANDUM FOR DISTRIBUTION 

FROM: SHERYLL CASHIN 
National Economic Council 

SUBJECT: Community Empowerment Policy Meeting 

Attached is the feedback we have received thus far from agencies on the assignments 
thai were givenlat the 'ast meeting. I have also attached a memorandum that I sent to you on 
Friday which s~mmarizes the assignments., 

{ would appreciate receiving all agency feedback by tomorrow. Tomorrow, I will fax 
additional matefiaJs: from other agencies as: well a'i a meeting agenda. We sincerely 
apprcciate your insights a~d commitment to this effort. 

If you havc not already done so, please cal! me at 456-6410 to confion who will be 
coming from your agency, 



THE WHITE HOUSE 

WASHINGTON 

May 7, 1993 

I 
MEMORANDUM FOR DISTRIBUTION 

FROM: 	 SHERYLL CASHIN 
National Economic Council 

SUBJECT, 	 Community Empowellllent Policy Meeting -- Follow-up 

severallagencics have caJlcd and asked for a reprieve until Monday on the 
assignments that were made at the Tuesday. May 4 meeting. Consequently. I will try to send 
everyone a package of follow-up comments on Monday afternoon. The following is a 
summary of th~ assignments: 

1) Idcn~ification of your agency representative for tbe Enterprise Board; 

2) A otic-page summary of new or existing agency initiatives that might be included 
in a Presidential speech 'On community empowennent and that will be implemented nO 

later than
, 
, FY 1994; 
I 

3) Comments or suggestions on thematic directions for the Clinton Administration on 
Comm~nity EmpowennentJ including responses to Secretary Cisneros! presentation; 
and i 

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

The next meeting is still scheduled for Tuesday aI 7 p,m. in Room 324 of OEOR 
The same persons who participated last time should plan to attend. You will receive a 
meeting agen~ on Monday. Piease feel free to call me if you have any questions. The 
attached distrioution lists the persons who attended the last meeting, 

cc: I 
Carol Rasco 

Bob Rubin 

Bowman Cutter 
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DEPARTMENT OF HEALTH .. HUM.\N u.avrcu, 

7 '-N.:1:J..;'-

CenD Sperling 

1. community Developmoat. We wont to reiterate hoy ple8sQd and 
tmpraAQOQ we were hy tho ov~r~'l pcrApaetiv@ and approach of 
SecretarY Cisneros I presentation. w~ Yere especiallY pleased by
the emphasis .on valuo$, the streQ9 an oommuni~YI the .tronq 
.o£ot'ene. to eeonol:llieo t l;\nll t.ha 'r'ocOfInition of UQ need to 11l"1'k' 
place-based pOl1Cies, 1ncluding bousing and cOllUllunity
intrastructure. to ~erviee$, eduoation and othQr di~n&iong, We 
.~. pa~tie~l.rly .xeited hbQ~t the poesiol!iey of ~&=cn8~rating 
the ett1caey or comblninq a cuocuinated array of initi«tivea in 
apecific or individual,noighborhood•• 

I 

In ter=s or themes or VAlues, we would strongly BU9qcat adding 
family, a~ discussed at tho mQsting. If anything, we would 
Qmphaai~e aVen mo{« stron91y that work should alvays be mQC~ 
rewar41riq than velfl1re. 'thh: ties to the critically important 
theme Of self-sufficienoy, whiQh in t~rn ties to the theme of 
roGponsihl11ty. Tn general, ve $hould try to keop tho buz~ words 
down to ,a minimum. Empowel~ent i$ iEportant~ provided it i& 
correctly defined, but jobo, housinq, schools, and health cara 
raaonate instinctIvely wlth people. 

A& a $t~nd-alone product, we believe th$ materials prOvided at 
the meeting can serva as a. qulae tor plann1nq and developing 
concrete actions. The ~pecific purpose and Usc of the doc~nt 
is unclear! b~t judging fro~ the content. it is our assumpeion 
that it ,wi 1 M released as a pUbliC annOWlCt:J:If#uL vutlil1ing the 
President's vision. To the extent that this ic truo. WQ have 
some concern that parto of thG paper are very v~qua and lack 
Qufficient d.~ail to respono to ~he k1nds ut quu>tionD th4t will 
be qenerated by its r;;:le4ee (e:.9~! 110w muob new money 1. bein9' 
identified in support of thi& act1vity?) 

• 

01 



· 
, 

The doeuaent embraces a theme ot community commitment an~ a 
cOQrdina~.4 fedoral .01.: hovftv.r, • 9r••tar .mphAais on the 
necessity for partnership/commitment among the all ~layerA (i~A.$ 
citizens, the private sector, service providers f the community, 
loc~l, atate, and Eed~rol gov6rnaent) aa6mO appropriAte. Far 
.",ampl•• stat. At: ('Aft 'lnd should help. and promisinq Pu.t>lic
private ~rtner::;hi.p. are ill proqu~,ee. in acme: eitie.6, e.9~ 
ht1anta, Kancac city, ana AU4tih. 

T.gm an implementation .tandpoint, we 5uqge&t consideration be 
qivon to covaral altGrnativo appro.choQ~ 1) guppl...nti~ and 
reforminq incrementally our current programs/processes by torminq 
clustero of programs ftround topical areas (e.9., preventive
health and priaary oaro, fanily cupport) and provido teehni~A1 
~Q9istanca to communitias to make more etrec~1ve use ot the 
progrum re~ources; 2) &ponsorinq meeti"9s with govarnment.
priv4te eectQr; And community ~.pr•••ntativ.G tG dofino area 
specific naads, barriers and solutions: and J) developing more 
comprehensive .Qlutions ent4ilinq Bystematie chanqe in federal 
pro~ramo and prOQV$S&B, ~or. qlObally. 

In A more- narrow contoxt, the 'loal of linkin.g health care 2:cform 
to the need. of local communities, ~lthQUqh lAudable, has 
practical considerations that may not be appliC4bl~ in the 
overall nAtional health care fralteyork boinq developed. HowoVGr, 
as a part or the retora ettortti, heMlth fteTV1c&s providaa at the 
local level and fUn4e~ by HHS (e.q, CommunIty Heolth Centers) is 
relevant and wuat be reoponsive to community neodG. Wo aleo 
recommend that health service. targeted at the new empowerment 
7,ones and enterprise nelqnborhoOds ~e coordinated with the 
tarqeted APproaches being developed under health eare,rcfor=. 

2. BHB DaaiqBse for tha Enterpr1ao BOard. We undeC5t~nd your
question to be wbo is the on~ person ~o represent the Sooretary 
on the Board in h.r &b~Qnc~. and viII respond to that eArly next 
wae~. We want to continue to have Peter EdelmAn, MAry Jo Bane 
and me All perve as membere of the workinq group. 

3. It... to supplemont the Bccnomic Empowerment Act. We have 
l~entltied seven .ctlv1t1~. to support thio Act that we vi11 
undertake. A di&c~Glion of thesQ is attaohed~ 

o Druv 4DU$e prevention And treatment 
c Hoad Start/school health 
o Preva~tlv. health/primary care 
o support 8~rYlcea in or near public ho~1nq 
o Bmployaont in the hoalth care Aeetor 
o ~aTViee plattntn; and coordination 

D Weltare reform 


01 



Paq. 3 ; Oen. sparlinq 
I 
I 

I 


In additd..on. v. think any tmS-fund.d ~1ect that: happartG to bq 
located 'in a.n empowGnutnt 2on~ or An ~..nt.#.!trpT'iAtl neighhot"hoOd 
Should be potentially included in the coor4inate4 pl~n for thAt 
oroo~ Q!ailarly, othnr qrnnt p~oqramo cou14 ~1ve priority t:~ 
~ant·~~kinq in the designated zones. ThUS, besides the seven 
items li'sted, there may be potentilll involveJnent for ~lIIJDun1ty
aoticn ~,onoi•• , ~&W.Y youth pr09ra~, .eniora program_, fa~ily 
preservation proqrams (When the legislation is enacted 4nd 
tunded),l 8oci~1 service pr~rams funde4 und~r Title XX of the 
;:oci.l J:,o.cu:t'ity JV.rt., co_unl.-ty h••lth C'Qnt.orlOl, r.J,l1ri 1":/III1'"P 

programs, an4 community mental health centers. In particular, we 
will consider how our eQDmunity service ana development programs
adminiGterod by our AAainiDtration tor Childr.~ and ~A.11iag oan 
be integrated with the activlties under the Act. 

t. '''tIl9••tloo. 10.1' Iubg'roupa. i;:QlI.O r41ave.nt lfauh9:!'o\t~Q. a't.:t'Gady 
exist on an interaqeney basis or are a~out to. txamplea 4re 
health care reform and welfare reform. I~ addition to tho~o two 
HHS-rolat.d groups that .lr••dy ~~i.t, HHS ehould be ropresented 
on any 5ubqroups ~at relate to human services In 1tG various 
aapects,< or work on identifiable qrOUP$ o~ch aD ohildron, youth, 
or the e14erly on a cro$$-euttio9 h~si5. One eubqrou» that might
be ereated would be one that looks ~t 11nkAgee between 5ervi~e8 
of -varicuiS kinds and other in&titution.& such ae e~bools or public
hou.ing project5. 

iAttachme'nt 

http:r41ave.nt


,. ,uppor! of the NE.C request, we bave Ulentifi<d IIHS acti.w.. Ibot could be included m 
the emnnmic, empowerment strnte,y. Our ahility. Mwl!!Vtrr, t(l ~irtmlly ~ 
componw pro:ramS depends 01\ "'0 tiDal struegy pIAn""" rOT implemeo!iDg this imtiative. 

We .nvi.!ion two poWbh: fund.inJ: awroacbes for Ih< initiative. One alll:maliVe IS 10 
consolidate fund. """ "'"" • sing!. announeoment that covers aU dtai#llalOd progr.wl 
authorities, 8nd !lie ~ " 1<1 <X>Iltinue __to fundin,g Ill<:<banbm., but Jtive priority ill 
iadiyidual program umou~mont$ (for 5d«b:d PfQJ!Am') '" &nW~ in ~~w 
."..., ThiA eculd be pro«ldod by • single '"""'u.......t Ulentlfying the iI1eluded pro:nms, 
E><h approaclt h3s inborn.t degree, of toDStraiot and flexibility impectiing •• (ilHSl """ !lie 
eventual grantee. 

r:nntrihl.ltinJ to f\ CIOnsolidato::i funding vehicle' would RqU1.rc _ repto,gramming action for the 
enC"..('ImpuSt.d program", cb;t.nge in autbor:i.zi.ng legislation to allow a lingle and c011So1i:bted 
grant, nr an artrtitinn tn tu loJrt...ident's py 1995 budget. Wt ~ c:oru::e:med that such an 
approach Is Dot praCllaJ, 115 our ability ro .cb!eVe <imil.T flexihility in tho 1"''', II", not been 
,ucoe,sfuL On the other 1Wlt!, we IIave been .bl. ro provide primily de.<iptinn with <om. 
~ of succe6S tor cert:Un: 1J1tdM1Ve6. Thus. We aupport an approach that is congruent with 
our curr<!lllll1thorili<:o .. ,be ~llicm' W-dY to implement !lie S1X1IJ.eey, 

PptentiAl wj:slm:ll!vSIISII 

We .have idc.ntifu:d 4CVc.n uc.u: w~re mrs a&d.stanoc could bo a~10 tor .ioc1ualun in the 
economic Elmpowermem stn:tte". They arc: 

, 
o Drug abuse 
o Head St:mIscltool bWth 
o Prev~tive, hHlt.hJp.rimuy ~ 


n SupPort str'Viees in Of near public housing 

o llmplnyment in tbe health w< _ 
o service planning _ """"11,,,,_ 
o Welfare ref""" 

Tho rdli01Jll!e for our .election or these areas Included. among IlIIw orirma, program' thai 
hav. iJ~ Cuodilll: prupo5Od In the PY 1994 budget. The avaUabilll)' of IIHS resources. 
la, lIIt",r"",; ~t upon what lallwoJly aw"""flat«! by lilt Coo_. fw: lilt 
program".ctivitieo idmtiI'iotI below., 

! 
I\. briof synopsis of ec.ch ""'" follow•• , 

http:autbor:i.zi.ng
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'Ihere .... tWo l'rognun' that provido uppottUnity for ""l'l'<'" for drug abuse prevention and 
.....,.,.., in!the ""'J>OWUI!len( """".. A Urtal of $8 mUlion in FY 1994 funds could be mode 
available, 56 mUlinn in the Treatment Capacity llxpan.i.n prognun and S2 million in tho 
Communi!)! _dIlp1".....,.,. 

The Treallnenl CapacIty I!lqlalIskl!l pmgram provide< fund' tn "'l"M !lie availability of drug 
lu::retmCUl !iCf\til.;Q ill ~ of need:s 8 1de:nr11led In Stale neea.s assessment dam 8J'Jll nar.ewit'1e 
_I piam. l'undi.ng PliOIily ror lIu, pnlgr.... i, bcing given 10 expand servlees 10 blgh
risk populatiOlU. ineludln: racial iWd cthlIic mloori\ies. P""""'"t and JlO'll)II1tUm women and 
their 5Ub~ i.nf'a.nts, women and c.hi.ldrcn involved or at riY;: of involVemetil with 
tho .hild w~ sy_. the lIomeles!, =idcnu of vnbli< ~, '"'" odo!=cnIS, 

Tho c"mmunlty _dIlp prognW! provides row to "WI commurune. in implementing 
coon:Iin:Ited,coml'rehon,iv., community-wide alcohol and drug pruVOlllion sy.-., Priority 
for Ibis program !£ 10 IUpport Itn"'p.. for reducing _ tmd toMneo 1'l'<Xhl<;ts by lho<c 10 
whom it i. unlawful 10 sell .... products., 


Imd Start/Scbcol Hd 


The Depommenlls ll1 the midst of a large _,;on of !lie H""~ SI1"1 progI'lI'" tn>l serves 
pr&-s.chool children. AS Head SIn.rt expands. we arc working carefully to both increase Ilead 
Stal1 eorollmont and Improve proe!UI qualJry. We al!l> are woiliDg closo1y wI!b the 
Dopwtment of Education to Improve COOtdlnat!on he!ween Head Stan and etluauloo 
programs, in;po.rtirular to enhance lilt lnL05ition from Hc:od StlIlt to school. HHS l:i cum:ntly 
fuorling 32 Hoad Swt lIanoitioll proiccI, 10 iulp"". U", tr_ition of Hc:od Start cblldm! to 
scltool and to dcrnonotralc offedivo Dlodol-S for proylding lmppurtiv~ lJI;~ lhruu~h dw 
ClU'ly ycm of a Hoad 518ft child'...bool education. Within tho """Itxt of tho Hoad Swt 
expansion, we will odd"", how 10 expand Head Stan within tho _nphic .,.... idontiflCd 
as pat! of til> empowerment initiative, and the possibility of giving prioriry 10 Hood 818ft 
gC'3.I!IM' within these zones for additionol Head Swt Tr.lI!'ruon gmntl, or othu fuw, 10 
imptove. th(t I.b:lbSf' bet\JIeftl the Hud Start pnt.ft and the local pub& oducation 5)'Gtom. 
Also, fur t.tJ:e ~ zones, we could support more comprehensive services such as 
.uowing 0-3 p.:rt;c;pation. 

We 0100 will ~..mtne 00' ability to provide te""meal as.i.lllnce, and po"ibly some fimrling, 
to enbance health adivitie! in public schoo], in the ,,,nee, thr e'ICAmple Ams education. 

Preveptivo Health 

~ Dcpa.nmJru. through educational actlvitie."i, gra.nt'. and C(mlrllt:t.... , prnml.'ie~ pft"vt"_l1r\vt!! 
healtb m........., including ......... to primary care; and proveotioo of ..""..ny_iIwd 
d;,....., other disea..., 1oad-ba>I:d poinl poi>oniJ!j:, mv/AIDS, and IUbcrtuloais. The 

I 

http:l'undi.ng


Pte,lde.t', fi 1994 budj:et include< COMide""'l. _ nlnd, f", I'""cmive health _ to 
...te, 1=1 and other MIlt;". 1Iund.ing priority for u.... activities """ld be gi_ to 

pmgr.tm~ ''1''.ated "" economic empowerment %OI1el. The foD.owing are eandi4ate propaml 
for iuclus.io~ of SOIl.lt portion uf jncrea.~ t'nMtng In rile FY 1994 budget. 

o aJ;k!bood Iml'llul1lzat!On 
o S.m.ny Tn...,ittod D...... 
o~ 
o V","""", ~ 
o I.ei.d-buod Point l'oiocming ~ 
o Bm...t and CeMcal Cancer S_g 
o HlVIAlDS EduCOlion 
o C_unity Health Conr.n 
o Mlsrut a..Jth C....,. 
o Maternal and Child .I!calth, 

We can pro.y1de &ome a:nploymcnt oppol'tUnitieS in the empowerment rone,.<;:. Fit'm, we wuld 
make available job and job aainlnE posItions al OUr commlllllty HeaItb CenlUS, Ma_ and 
Child Health c.nto.... and other bcalth 1'al:ill..., In the empowerment zones, SInCe we .... 
a1", eon,ideJiog t.It.ia in p~ for the Natiunal S"",iu Iniliativc, we "'""" \bat !he two 
initiativ.. bO eoordil1atcd, Tb:raugh.ioint plallnillg "'ith the Naliunill SCIYiu clfon,'IllOll' job. 
might be mid. ava.ilabL! in !he rdected zones_ , 


I 

Second, we fund a program ,- !he Job Opportunities far Low-Income: Indivi.du.1h Program -
that providlls fund, to creott> _ employment and buii.... opportunitlu for _ low
incom. individu:li. through !he provision of to<:hnical and finenciJd .........., to privat< 
employer, ;," the community. TM proj~ts IU'e funded each yeu with. bud&4t of$! mi.Jlion. 
PriDrity could be give. II:! sronte.. in lbe empowennont zo.... 

I JnkageS In Pnblic Housing 

For uIba.n a:rw, we wm consider pJactng suppolt serv!ees in or ...,. public bou<ing ,jre<. 
Such ~ will Include: drug tl'ea1lllent; prlnmy health care; and Head Statt. We 
Il1l!loI:>Wld iIlII1 HOD 1, plannlnr an aadltlonal $10 mlll10n In fY 1994 Ul expand !be nu_ 
o! Head suht ~""' at housinr sites and will be provldInf !be funds 10 HHS. We wID 
work wiLl1 HOD wIlivo J)l'i!Jlit}o to !he empowC!lll<llt zones. 

I 
I ScM» Planning and Coordination 

IlHS admirimor. m..y Pf08TI>!1l' !bet fund • .mtonee and scrvi""" ID pcopk>--w<lfare 
pay",...., bcalth ...... funded by Medicaid, pri.mory and ...toJna1 and child care provided by 
elinic:s, im.rimnizatiof'i of cltild.ren, drug tbut.e and mental hmlth treatment, wpport fel"V1ees 
tor farniliei., aW.tanee for homeless pe11OO't Head Start, ehlld caret education to help 

http:Indivi.du.1h
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prevent at..risk ~aviot. etc. 

W. could offer empowerment 20nes help 10 mOre comprehensively plan anc! coordiru!te 
human serv:iceI.~siSlllnce delivery with economic development activities. For example, we 
could either eru:ourage or require our local grantee, -. ,",.h •.<C".ommnnity H..lth ('.ent<.rs, 
and Head Start project. - to participate in such planniJlg. Progranu administered by states 
pose more of. problem, but this could be addressed in !be design of !be economic 
dev.loJ.'lm.lll.lnlllaliv~ by having otallOo 'gNe to part!cipau: up .frODt whm a geoll'"P,l!Ic area Is 
dosignated to be pan of !be initiallve. 

We also could piovide technical assislance in plan doveiopment, expedited review and 
approval of waivers of certain program requirements that interfere with service integration, 
and provide som~ ftnancial.,sist.anu in planning. Spccifu:ally, "'e ha~ $3.8 Inillion in out 
fY 1994 budget for grants for development of integrattd service strategies. 

Wclfm: Morro 
, 

We .,... uru:!ertaking • major examination of the various welfare program. in .upport of 
restructuring and'reform. Over !be next few months, we will identifY topics for 
d¢monSlTation and experimentation in sekcted areas. We will consider !be empowerment 
lODeS as potential sites for such activity. One potontlaI is !be Community Works Progress 
(CWP) dotnocslrl!tions thaI provide employment-related services to non-custodiaJ pareIIlS who 
ore employed -- should this program receive FY 1994 funding.,

• 



O.S. DEPARTMENT OF COMMERCE URBAN INITIATIVES 


The Department provides both immediate and long-term assistance 
to companies and· individuals in distressed urban areas~ 

IMMEDIATE ASSISTANCE 

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

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

I 
EDAts Sudden and Severe Economic Dislocation program provides 
short-term revitalization grants for cities that have suffered 
severe economic trauma (e.g., Los Angeles after the riots.) 

EDA's Defense Adjustment program provides technical assistance 
and projectifunding for urban communities recovering from base 
closings and defense cuts. , 

The International Trade Adrninistrationts 47 district and 20 
branch offices provide one-on-one export counseling and data base 
services to!small and disadvantaged firms in America's cities. 

, 
The National Institute of Standards and Technology's {NIST's) six 
Manufacturing Technology Centers help urban businesses adopt 
state-of-the-art manufacturing techniques~ 

The Economics and Statistics Administrationts economic and 
demographicldata helps community. leaders shape their initiatives. 

IThe U.S. Travel and Tourism Administration's urban initiatives 
attract foreign and domestic tourists to America's urban sites. 

i ' ,
The NIST Advanced Technology Program helps small firms develop 
new technologies and products. 

The NIST Research Technology and Applications Program helps firms 
access technology developed at federal laboratories. , 
The Nationai Technical Information Service (NTIS) provides a 
single source for Federal technical and other information~ NTIS 
can provide a single source for information on urban financinq 
sources and ,assistance programs. 



United States Department of Transportation 
Current Urban Initiatives 

I 

, 
HIGH SPEEDIRAIL 

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

The $1.3 billion program would fund investment in rail 
corridors, 'as well as development of magnetic levitation 
prototype ~echnology. 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 foi corridors outside the Northeast Corridor that will 
ultimately allow~speeds of up to 150 mph! and target projects 
that serve ~wo or more major metropolitan areas that are no more 
than 600 mi'les apart. 

There are five priority high speed rail corridors that are 
eligible to, seek funding through this initiative: 

0' Chicago to St. Louis, Detroit and milwaukee 
a: Miami-Orlanda-Tampa 
0, 	 San Diego-Los Angeles- Bay Area and Sacramento via 

San Joaquin Valley 
o Eugene-portland-Seattle-Vancouver! B.C. in Canada 
o Washington, D.C.-Richmond-Raleigh-Charlotte 

Also, an existing New York state high speed corridor (New York 
City-AlbanyiBuffalo) is also eligible. 

DOT IDENTIFIED TRANSIT PROJECTS 
On May 5, Secretary Federico Pena will release a DOT report 

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 Admi:nistration will be a partner with American cities in 
providing new transportation infrastructure and revitalizing the 
nation's commitment to mass transit~ 

, 
This list 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 ove~ a decade that DOT submitted such a report in a 
timely fashi,on. 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. 



O~L I ETA'S PROGRAMS SERVING URBAN AREAS 

JTPA Title II Programs 

o 	 serves disadvantaged adults and youth (year-round and summer) 

o 	 adults - provides job training, supportive services and jOb placement 

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

o 40"" of the lotal funding goes to the 100 largest Cltles 

JTPA Title III Programs 

o 	 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 AccCDunt) 
this year have gone to urban projects 

Job Corps 

o 	 provides residential living and comprehensive education, job training 
and supportive services (including heallh care) and placement 
assistance for disadvantaged youth ages 16-24, 

o 	 54 out of 108 Job Corps cenlers serve urban areas 

i
Youth Fair Chance 

o 	 targets funds directly into high poverty communities within inner-clty 
and rural areas 

o 	 provides comprehensive set of Initiatives aimed at youth growing up 
I!, areas of 30% or higher poverty 
I 

o 	 10 of 11 current demonstration sites are In urban areas 

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

! 
Employment Service 

o 	 Every major city has several Employment Security offices that provides 
employment services, unemployment Insurance benefits or both. 



:JEPARTMENl OF THE TREASURY 

WASH1NGTON 

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 Community Development Bank initiatives. and 
expect to continue to play an active role in promotion of the proposals in the Congress 
and in implementation of enacted programs. Thes.e proposals are well known to the 
Working Group and should not need description here, 

I 
TAX INI11A'IlVES, 

Treasury is directly responsible for the Administration's revenue proposals, three 
of which have s'pecial promise for promoting economic activity in urban areas: . 

Low~income housing credits. The Adminisiration has proposed thai the tax credit 
for investment in new or substantially rehahililaled low-income housing he made perma
nent, effective from the date of its expiration on June 30, 1992, under current law. 
Although state ~nd local authorities are responsible for allocating to investors shares of 
the anFIual cap :00 the amount of the credit avaHable for each state, and no specific 
federal targeting provisions require that the credits be focused on distressed urban areas, 
it is likely that the actual allocations of credits are concentrated in low~income areas 
be~.:(tuse that is ~'here the demand for such subsidized housing is strongest. 

Targeted jobs credit. The Administration has proposed that the targeted jobs 
credit be permanently extended and that eligibility be expanded to include youth appren
tices beginnir.g work after December 31, 1993. Though the jobs credit is targeted to 
disadvantaged individuals rather than 10 distressed urban areas, its benefits have the 
potential for be,ing concentrated in troubled urban areas because they are the locations 
where individuals in the targeted groups are concentrated. 

I 

Small.issue manufacturing bonds. The authority of state and local governmen:s 
to issue tax~exeinpt bonds in amounts of $1 miilion Or Jess if 95% or more of the pro
"c~d5 are llsed to finance manufacturing facilities or equipme.nt expired on h:ne 30. 
1992. The Administration has proposed that the authority be permanently extended. 
Although the targeting of these bonds is up to the states {.I!1d localities. if they dQ target 
thtst i.!lSIlCS to urban areas, this initiative could be characterized as relevant to an urbalo 
agenda. 

Two Administration tax initiatives cannot be viewed as relevant to un urban 
agenda in their;present form beca~lse they would provide the S3me incentives for small 
businesses wher:ever they locate, but they could be modified to provide enhanced 
incentives for small businesses in urban areas: 

Small business investment t~.'; credit. This proposal wouid make .:'i temporary 
credit of 7% available for property placed in service by a small business before Decem
ber 31, 1994, and a permanent credi: of 5% for property placed in service thereafter. 

Treasury - 1 - May 4. 1993 
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Targete,d capital gains exclusion. This proposal would allow investors holding 
stock in a qualified small business for at leas! five years to exclude 50% of gains realized 
when they dispose 0( the stock. 

PROJECT OUTREACH 

Pursuarlt to the mandate of the National and Community Services Act of 1991, 
Treasury has iinplemented Project Outreach, a program designed to encourage Depart
ment employees to volunteer as mentors and tutors to youth-at~risk through partnerships 
between Treas\Jry bureaus, the private sector, and local school districts. Panicipating 
bureaus include ATI, 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 Tre~$\.lry bureau~ of Customs. Alcohol. Tobacco, and Firearms, and the 

Secret Service play special roles in the nation's efforts to reduce drug imports and to 
enforce compliance with laws relating to the availability and use of firearms. Both 
objectives have ;particu)ar urgency in America's distressed urban areas, and the bureaus 
should have a Significant role to play in the Administration's comprehensive urban , 
agenda, I 

Treasury - 2· May 4, 1993 



EMPOWER.'\!ENT ZONES 

Across Ihe country, communities are reeling from a decade of declining opportunily and 
rising social and economic isolation. The Clinton Administration is introducing the Economic 
Empowerment Act of 1993 as the firsl pi= of • larger community empowerment agenda to 
bring on .' new era of oppoltunity, responsibility and community for all Americans. 

I 
The Empowerment Zone proposal represents a new approacb to the problems of distressed 

communities. (t moves beyond the old debate that the answer to every problem is top-down 
bureaucracy on the one hand or trickle-<lown economics on the other. 

The traditional ente!prise zone approach assumed thai tax breaks alone can revitalize 
commun-ities 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 
slree" safe, and empower people 10 get ahead. 

1. BOTTOM-UP, COMMUJI,lTY-BASED STRATEGY: Empowerment Zones will 
Ibe awarded through a competitive, challenge grant process that gives communities new 
,opportunity, bnt demands more responsibility from Ihem in retum. No applicant will be 
, eligible for a single dollar of federal ente!prise support unless it submits a comprehensive 
, strategic plan that bring. together the community, the private sector and local government 

and demonstrates how the community will reform the delivery of government services. 
The chaHenge grant process is designed to empower local communities 10 be as 
innovative as possible. 

2. ONE-STOP WAIVER AUTHORITY, An Enlerprise Board - made up of relevant 
Cabinet Secretaries -- wilJ provide communities a single point of contact, and have broad 
waiver authority to help communities use existing federal programs and resources more 
effectively and efficiently to carry out their stralegic plans. 

3. 10 EMPOWERMEJI" ZONES AND 100 ENTERPRJSE COMMUNITIES: A total 
of 110 zones will be chosen tbrough Ihe empowerment challenge grant process. All no 
will be eligible for empowerment tax incentives and receive special priority for many 
innovalive federal programs including Community Development Banks, Community 
Policing. and education reform, The 10 Empowermenl Zones will qualify for additional 
tax incentives, including substantial Employment and Training Credils for businesses that 
employ people who live within the zones, 

4. INDEPENDEJI" EVALUATION A"ID SUNSET, The Act provides for independent 
evaluation of what works and what doesn~ before expanding to include other 
communities. The entire Act wi[] sunset after 10 years. 



.', 


SUMMARY OF ZONE INCENTIVES AND INVESTMENTS: 

I 

In addition to enhanced IIexlbilily to coordinal. "'raloglc plans, the 10 Empowerment Zones 
and the 100 Enterprise CommunllJes will receive or be eligible for five basic forms or """ntlves and 
investments: a) capita! incentives to BplJr pOvate NCtor lIweStment; b) Empowerment incentiVeS; C:} 
Employer Wage credits that empower both businesses within the zone and businesses outside of tile 
zone that hire %0"" _IS; d) In_tmenl programs, auoIt as oommunily pollolng and enterprise 
schools; and el Zone Priority Investments: A host or laderal programs will give recipienls <>l the 110 
zones priority status tor grant applications for investments that may be essential to a comprehensive 
empowerment stratogy. Starred """ntlves M are avaltable only lor the 10 empowe..- Zones. 

CAPITAL tNCENTlVES 
• 	 Tax-exempt priva1e actMty bondS for in'iestments in tanglbfe property in zone 
•, 	 Expanslon of Low Income HQusing Tax Credit 
• 	 Increased Property Expenslng under Section 119* 
• 	 Accelerated depreciation for tangjI>W investments*, 

EMPOWERMENT INCENTWES 
• 	 ResIdent Empowerment Savings Accounts -- tax credits for employer corrtributions: 

penalty-tree: withdrawals for education, purchase of first home. starting a small 
business or investing in community investment corporation or fund 

,• Resi<Jent Empowerment Opportunity Card,. Private activity bonds for zone bus.irles5es. community Investment corporations and 
fundS, and ESOPs owned 50% or"",", by zone residerrIS' 

, 
EMPLOYMENT AND TRAINING CREDITS ('ETC') FOR ZONE RESIDENTS 

,.' • A multi-year ETC for zone em.pfoyers* 
• 	 A one-year Targeted ETC for non-zone em~oyers* 

; 

INVESTMENTS UNDER THE ACT 


I. Enterprise Grants 
• 	 Community Policing 

,, 
ZONE PRIORITY INVESTMENTS 
'. Community Partnerships agains1 Crime 

• 	 Community Development rmanclallnstllutions and Banl<s 
• 	 HUD Matching Fund lor COCS 

.'.• 	 Up 10 30 Enterprise School Communities 
• 	 SSA. Commerce and EOA funds 81ld technicaJ ~ 
• 	 SchooI-to-WOI1<. Apprenticeship, V_lid, Youth Fait Chance, Job Corps 
• 	 Drug Prevention and RehabHilation-tO-WOrk 
• 	 'One Stop Shop' Coreer Center.; (JPTAl, Access and Mo!ling 10 Opportun_ 
• 	 Distr.!ISed Pubilc Housing. McKinney _ ... Sheltet Assistarv::e 



,, 
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COSTS AND PLACEMENT 


COSTS 

T•• lncentives: The President's FYl994-1998 Budget includes. total $4,1 billion over 
five years in tax incentives, Approximately 75% of the cost come. from the Employment 
and,Training wage tax credits. 

Investments: The Empowerment Zone Proposal aims 10 malch that amount by targeting 
,xiSting investments lowards Empowerment Zones and Enterprise COmmunities, Over 
the next two years, $500 million currently in the budgel will be allocated to Enterprise 
Grants for empowerment zones and communities, An additional $500 million will go to 
co,:,munity policing, of which. substantial amount will be targeted toward the 110 zones, 

InoiovaUve Programs: In addition, Ihe President has requested that his Cabinel come 
forward with proposals to target alleast $3 billion of existing funds within the ZOnes and 
communities so that there can be an equal amount of investments and tax incentives. 

Sevelal departments hav'e already made that commitment, For example, the Departmenl 
of EduC<ltion has already committed funding and support for local communities to create 
30 Enterprise Schools -- 24-hour, year-round community centers -- within the zones, 
HUD has agreed 10 target $200 million of its Community Partnership Against Crime 
funds -- public safety and drug prevention -- in the zones. 

I
PlACEMENT 

, 
1~0 Eoterprise COmmunities: Of the 100 Enterprise Communities, 65 will be in Ulban 
areas, 30 will be in rural areas, and S will be on Indian ..servations, 

10 Empowerment Zones: Of the 10 Empowerment Zon••, 6 will be reserved for Ulban 
areas, 3 will be rural areas and 1 will be an Indian ..servation, 



: J >J.A 
'"'\. . f;?,"f~'i" ~,,,

.,~ ,'/• . 
i 

~(, I- i
I '/ 

1 TITLE m-EMPOWERMENT 
2 ZONES AND ENTERPRISE 
3 COMMUNITIES 
4 SEC. SOl. DESIGNATION AND TlIEATMENT OF 

5 EMPOWERMENT ZONES AND ENTJilIlPRlSE 

6 COMMUNlTDi:s. 


7 (aJ IN GENERAL,-Chapter 1 (relating to normal 


8 ta.,es and surtaXes) is amended by inserting after sub

9 chapter T the following new subchapter: 


10 "Subchapter V-Designation and Treatment 

11 of Empowerment Zones and Enterprise 

12' Communities 

"P&rt 1. Designation, 

"Part II. 1ncenth-e$ (or em~r1.l1etlt &ODes and ~nt.l:prise com


munities:. 
"Part m. Additional incentives for empowument &ones, 
"Part IV. &gn.lAtious. 

·13 "PART I-DESIGNATION
I 

"'s... 1391, Desigoa.... proetdn .... 
"'s... 1392. E1ii;ibility ,..;..ria, 
·'See. 1393. ~ona and 8pteW rules. 

,14 "SEC. 1391. DESIGNATION PROCEDtmE. 


1 15 "(a) IN GENERAL.-From among the areas nomi

16 nated for designation under this section, the appropriate 

I 17 Secretaries may, in consultation with thJl Enterprise 

I 18 Board, designate empowerment tones and enterprise com, 

,19 munities. 

)20 "(b) NUMBER OFDESlGNATIONS,
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1 "(1) El'o"I'ERPRISE COM:ML'l'oTI'IES.-The appro

2 priate Secretaries may designate in the awepte 

3 100 nominated areas as enterprise communities 

4 under this section, subject to the availability of eligi

5 ble nominated areas. Of that number, not more than 

6 . 65 may be designated in urban areas, not more than 

7 30 may be designated in rural areas, and not more 

8 than 5 may be designated by the &Cretary of the 

9 Interior in Indian resel""ations. 

10 "(2) EMPOWElillENT zONEs.-The appropriate 

11 &Cretaries may designate in the aggregate 10 nomi· 

12 nated areas as empowerment zones under this see

13 tion, subject to the , .."aiIability of eligible nominated 

14 areas. Of that number, not more than 6 may be des-

IS ignated in urban areas, not more than 3 may be des

16 ignated in rural areas, and not more than 1 may be 

17 designated by the Seeretary of the Interior in an In

18 dian reseT\'ation. If 6 empowerment zones are des

19 ignated in urban areas, no less· than 1 shall be des

20 ignated in an urban area whose most populous city 

21 has a population of 500,000 or less. The Secretary 

22 of Housing and Urban Development shall designate 

23 empowerment zones located in urban areas in such 

24 a manner that the aggregate population of all such 

25 zones does not exceed 750,000. 
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"(e) PERIOD DESIGNATIONS MAY BE MAnE.-A des

ignation may be made under this section only after 1993 

and before 1996. 

"(d) PERIOD POll. WHICH DESIGNATION Is IN 'EF

FECT.

"(1) IN GENERAL.-Any designation under this 

section shall remain in effect during the period 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 ternrination date designated by 

the State and local governments as provided for 

in their nomination, or 

"(e) the date the appropriate Secretary re-

yokes the designation. 

"(2) RE'l-OCATION OF DESIGNATION.

"(A) IN GENERAL.-The appropriate See

retary, in consultation With the Enterprise 

Board, may rt'\'oke the designation under this 

section of an area if such Secretary determines 

that the local government or the State in ....hich 

it is located

"(i) has modified the boundaries of 

the area, or 
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"(ii) is not complying substantially 

with, or fails to make progress in a.chie'l'ing 

the benchmarks set forth in, the strategic 

plan under subsection (f)(2). 

"(B) APPLICABLE PROCED1lllES.-A des

ignation may be revoked by the appropriate 

Secretary under subparagraph (A) only after a 

hearing on the record in ...ohing officials of the 

State or local government involt-ed. 

H(e) L~!ITATIONS ON DESIGN..l.T10NS.-An area may 

be designated under subsection (a) only if

"(1) the area is nominated by 1 or more local 

go,-ernments and the State or States in which it is 

located for designation under this section, 

"(2) such State or States and the local go,-em

ments have the authority

"(A) to nominate the area for designation 

under this section, and 

"(B) to pTO\-ide the as!llll'>Ulces descr:ibed in 

paragraph (3), 

"(3) such State or States and the local 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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u (4) the appropriate Secretary determines that 

any information fu:rnjshed is reasonably IICCW1lte, 

and 

u (5) su.ch State or States and local gavem

mente certify that no portion of the area. nominated 

is already included in an empowerment zone or in an 

enterprise eommunity or in an area. otherwise nomi

nated to be designated under this section. 

"(f) APPLlCA.TION.-A.n application for designation 

as an empowerment zone or as an enterprise eommunity 

shall 

"(1) demonstrate that the nominated area sat

isfies the elig;bility criteria deseneed in section 

1392, 

"(2) include a strategic plan for accomplishing 

the purposes of this subchapter.that

"(A) describes the coordinated economic, 

human, community, and physical de\'e1opment 

plan and related actnities' proposed for the 

' td .nomma e area, 

"$) describes the process by which the af· 

footed community is It full partner in the proc

e55 of developing and implementing the plan 

and the ment to ""hich local institutions and 



• 

. , 
6 

1 organizations have eonmbuted to the plannjng 

2 process, 

3 "(C) identifies the amount of State, local, 

4 and private resources that will be available in 

5 the nominated area and the private/public part

6 nerships to be used, whlch may include partid

7 pation by, and cooperation with, umversities, 

8 medical centers, and other private and public 

9 entities, 

10 H (D) identifies the funding requested 

11 under any Federal program in support of the 

12 proposed eeononuc, human, eommun;ty, and 

13 physical development and related Mth~ties, 

14 "(E) identifies baselines, methods, and 

15 benchmarks for measuring the success of can:-'

16 lug out the strategic plan, including the extent 

17 to which poor p<)rsons and /'amilies will be em

18 powered to become economically self-sufficient, 

19 and 

20 "(F) does not include any action to assist 

21 any establishment in relocating from one area 

22 outside the nominated area to the nominated 

23 area, except that assistance for the e.-<:pans;on of 

, 24 an e.-osting 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-

S suIt in a decrease in employment in the 

6 area of original location Or in any other 

7 area where the existing business entity 

8 conducts business operations, and 

9 "(ti) 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

16 eration, and 

17 "(3) include such other information as ma'· be • 

18 required by the appropriate Secretary or the Enter

19 prise Board. 

20 "SEC. 1392. ELIGmlLITY CRlTER1A. 

21 "(a) IN GENERAL.-A nominated area shall be eligi

22 ble for designation under section 1391 only if it meets the 

23 following criteria: 

24 "(1) POPULATlON.-The nominated area has a 

25 ma.:cimum population of
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1 "(A) in the case of an urban area, the less

2 er of

3 "(i) 200,000, or 

4 U(n) the greater of 50,000 or 10 per-

S cent of the population of the most popu

6. lous city looated within the nominated 

7 area,and 

8 "(B) in the case of a rural area, 30,000. 

9 "(2) DISTRESS.-The nominated area is one of 

10 pen'asive poverty, unemployment, and general dis- . 

11 tress. 

12 "(3) SIZE.-The nominated area

13 "(Al does not exceed 20 square miles if an 

14 urban area or 1,000 square miles if a rural 

15 area or an Indian res€r<"ation, 

16 "(B) has a boundary which is continuous, 

17 or, except in the case of a rural area located in 

18 more than 1 State, consista of not more than 

19 3 noncontiguous parcels, . 

20 "(C)(i) in the case of an urban area, is 10

21 cated entirely within nO more than 2 contiguous 

22 States, and 

I 	 23 "(ii) in the case of a rural area, is located 

24 entirely mthin no more than 3 contiguous 

25 States,and 
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"(D) d~s not include any portion of a 

central business district (as such term is used 

for purposes of the most recent Census of Re

tail Trade) unless the poverty rate for each 

population census tract in such district is not 

less than 35 percent. 

"(4) POVERTY RA.TE.-The pm-ert:Y rate
"(A) for each popula.tion census tract with· 

in the nominated area is not less than 20 per

cent, 

"(B) for at least 90 percent of the popu

lation census tracts within the nominated area 

is not less than 25 percent, and 

"(e) for at least 50 percent of the popu

lation census traets mthin the Dominated area 

is not less than 35 percent. 

"(b) SPECIAL RULES RELATING TO DETERllllUTION 

OF PO'I'ERTY RATE.-For purposes of subsection (a)(4)

"(1) TR:E:..I.nmNT OF CENSUS TRACTS \\'l'I'E 

SMALL POPlJLA.TlONS.

"(A) TRACTS '\TITH NO POPULATlON.-ln 

the ease of a population eensus ttaet with no 

population-

H(i) such tract shall be treated as ha\'

ing a pO\'erty rate which meets. the require. 
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ments of subparagraphs (A) and (B) of 

subsection (a)(4), but 

"(ii) such trad shall be treated as 

ba~ a zero poverty rate for purposes of 

applying subparagraph (C) thereof. 

"(B) TRACTS I\ITH POPULATIONS OF LESS 

':!'HA..' 2,OOO.-A population census tract with a 

population of less than 2,000 shall be treated as 

ha\-mg a. po,-erty rate which meets the require

ments of subparagraphs (A) and (B) of sub· 

seetion (a)(4) if Inore than 75 percent of such 

tract is zoned for commercial or industrial use. 

"(2) DISCRETION TO ADJUST REQUIRE

llE:\'TS.-IV'here neeessary to carry out the purposes 

of this subchapter, the appropriate Seeretary Inay 

reduce by 5 percentege points one of the following 

thresholds for not Inore than 10 percent of the popu

lation census tracts (or, if fewer, 5 population cen· 

sus tracts) in the nominated area: 

"(A) The 20 percent threshold In 
. 

sub· 

section (a)(4)(A). 

"(B) The 25 percent threshold In sub· 

section (a)(4)(B). 

"(e) The 35 percent threshold In sub· 

section (a)(4)(C). 
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1 "(3) EACH NONCON'l'lGUOUS AREA ldIlST SAT. 

2 ISFY POVERTY RATE RULE.-A nomfuated area may 

3 not include a noncontiguous parcel unless such par. 

4 eel separately meets (subject to paragTapha (1) and 

5 (2» the criteria set forth in subsection (a)(4). 

6 "(4) AREAs NOT WITHIN CENSUS TRACTS.-In 

7 the ease of an area which is not tracted for popu· 

S lacion census tracts, the equr.-alent county divisions 

9 (as defined by the Bureau of the Census for pur

10 poses of defining poverty areas) shall be used for 

11 purposes of determining poverty rates. 

12 H(C) FACTORS To CONSIDER.-From among the 

13 nominated areas eligible for designation under section 

14 1391 by the appropriate Secretary, such appropriate See· 

15 retary shall make desiguations of empowerment zones and 

16 enterprise communities on the basis of

17 . "(1) the effeem'l!Iless of the strategic plan sub· 

I 18 mitted pursuant to section 1391(£)(2) and the assur· 
. 


, 19. anees made pursuant to section 1391(e)(3), and 

120 "(2) criteria specified by the Enterprise Board. 

I 21 "SEC. 1393. DEFINITIONS AND SPECIAL RULES. 

, 

• 

H(a) IN GENERAL.-For purposes of this 

, 23 subchapteI'

: 24 "(1) APPROPlUATE SECRETARy.-Th. term 'ap, 
propriate Secretary' means

22 

25 
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U(A) the Secretary of Housing and Urban 

Development in the ease of any nominated area 

which is located in an urban area, 

.. (B) the Secretary of .Agrieulture in the 

ease of any nominated area which is located in 

a rural area, and 

"(C) the Secretary of the Interior in the 

ease of any nominated area which is located in 

an Indian resen'ation. 

"(2) ENTERPRISE BO.AllD.-The term 'Enter

prise Board' means any board hereafter esteblished 

and designated for purposes of this subchapter as 

the 'Enterprise Board'. 

"(3) RDR.IL .ARE.A.-The term 'rural area' 

means any area which is

"(A) outside of a metropolitan statistical 

area (within the meawng of section 

143(k)(2)(B», or 

U(B) determined by the Secretary of .Agri

culture, after consultation with the Secretary of 

Commerce, to be a rural area. 

"(4) UR!l.AN .ARE.A.-The term 'urban area' 

; mellllS an area which is not a rural area. 

; "(5) Il.'DIAN RESERV.ATlON.
i 
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1 "(A) IN GENEJ:l.Al,.-The term 'Indian res

2 ervation' means a resen'l!.tion as defined in

3 "(i) section 3(d) of the Indian Finan,,

4 ing Act of 1974 (25 U.S.C. 1452(d)), or 

5 "(ii) section 4(10) of the Indian Child 

6 Welfare Act of 1978 (25 U.S.C. 1903(10). 

7 "(B) GovERm.IENTS.-In the case of an 

8 area in an Indian resen-ation, the resen'ation 

9 governing bodr (as detennined by the Secretary 

10 of the Interior) shall be deemed to be both the 

Ii State and local go"ernments with respect to 

12 such area. 

13 "(6) LOCAL GOTI:RNlIlE!-."'l',-The term 'local 

14 government' means

15 . "(A) any county, city, t(m-n, township, par

16 ish, \-illage, or other general purpose political 

17 subdivision of a State, and 

18 "(B) any combination of political sub

19 &'isions described in subparagrapb (A) ree-

I 20 ognized by the appropriate Secretary. 
I 

: 21 "(7) NOMINATED AREA,-The term 'nominated 

, 22 area' means an area which is nominated by 1 or 

, 23 
! 

more local goyernments and the State or States in 

I 24 which it is located for designation under section 

'25 1391. 
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1 "(8) Go'I'ER."IllENTS.-Jf more than 1 State or 

2 local government seeks 00 nominate an area 8.8 a tax 

3 enterprise zone, any referenee 00, or requjrement of, 

4 this sube.bapter shall apply 00 all such governments. 

5 "(9) SPECIAL RULE.-An area shall be treated 

6 8.8 nominated by a State and a local government if 

7 it is nominated by such other entity as may be speci. 

8 lied by the Enterprise Board. 

9 "(10) USE OF CENS1:S DATA.-Population and 

10 poverty rate shall be determined by the most recent 

11 decennial census data a'rnilable. 

I 12 "(b) El!PO'\\ERl>lENT Zoh"E; ENTERPRISE COMlru. 

13 h,!TY.-For purposes of this title, tlle terms 'empot<erment 

14 zone' and 'enterprise community' mean areas designated 

15 as such under section 1391. 

16 "PART ll-INCE."ITIVES FOR EMPOWERMENT 

17 ZONES AND E."ITERPRISE COMMUNITIES 

·'Sec. 1394. Zone r.uent Ulpowermtnt avinp et"edit. 
"See,. 1395. Additional benefits. 

18 ·SEC. 1994. ZONE RESIDENT EMPOWERMENT SAVINGS 

19 CREDIT • 

. 20, "(a) GENERAL RCLE.-For purposes of section 3S, 

i 21 the amount of the zone resident empowerment savings 

22 credit determined under this section with respect 00 any 

: 23 employer for any taxable year is 50 percent ?f the qunli· 

! 24 liea s.,wgs contributions for the taxable year. 
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1 u(h) QU..!.LIFIED SAVINGS CONTRIBUTIONS.-For 

2 purposes of this section.-

3 "(1) IN GENEiuL.-The tenn 'qualified savings 

4 contribution' means a.ny contribution by an employer 

S to a defined contribution plan.-

6 "(A) which is made on behalf of an em

7 ployee in connection with services perfonned by 

8 sucb employee while such employee is a quali

9 tied zone employee, and 

10 "(B) with respect to which the employee 

11 has a nonforfeitable right. 

12 "(2) LIIIfiTATION BASED ON COMPENSATION.

! 13 "(A) IN GENER..l.L.-The qualified savings 

14 contributions taken into account..nth respect to 

I 15 
I 

any qualified zone employee for any taxable 

16 year sha1J not exceed an amount equal to 2 per

117 cent of so. much of the employee's compensation 

18 (as defined in section 414(&)) as does not ex
, 
!19 ceed $35,000. . 
20· "(B) ZONE DESIGNATION IN EFFECT FOR 

;21 P..l.RTUL YE.AR.-If a designation of an area as 

22 an empowennent zone or an enterprise eommu

23 city is in effect for less than the entire taxable 

24 
!, 

year, the $35,000 amount under subparagraph 

25 (A) shall be ratably reduced to re£l!'ct the por
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1 tion of the year such designation is not in ef·. 


2 fect. 


3 "(3) CERTAIN CONTRIBUTIONS EXCI.UDED.


4 The term 'qualified savings contnoution' shall not 


5 include any contrloution

6 "(A) to a plan subject to the fundmg re


7 quirements of section 412, 


8 "(B) to a tax credit employe. stock owner


9 ship plan (as defined in section 409(a)) or to an 


10 employee stock ownership plan (as defined in 


11 section 4975(e)(7», 


12 "(C) to a stock bonus plan, or 


,13 "(D) which is an eleetiw deferral (within 

114 the meaning of section 402(g}(3». 

1 15 "(4) SIJIIPLlFIED EMPLOYEE PENSION.-A con
I
;16 tribution to an indiyidual sayings plan pursuant to 

17 a simplified employee pension (as defined in section 

i	18 408(1;:)) shall be treated as a eontrloution to a de· 

19 fined contnoution plan. 

120 "(e) EMPLOYER REQUIREMENTS.-This section shall 
\ 

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

22 "(1) the employer elects the application of this 
I 

23 section, and 

24 "(2) the pJan pursuant to which any qualified 
I 

25 sayings contribution is made plmides t.h!>t any COn
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1 tribution to such plan (whether or not a qualified 

2 sa'ings contribution) may be withdrawn by a quali. 

3 oed zone employee for the purposes described in sec· 

. 4 tion 72(t)(2) (B) or (D). 

5 "(d) DEFlNITIoNB.-For purposes of this seetioll 

6 "(1) QUALlFIED ZONE EMPLOYEE.-The term 

7 'qualified zone employee' has the meaning given such 

8 term by se.etion lag6(d), ucept that the references 

9 to empowerment zones shall be treated as including 

10 references to enterpme communities. 

11 "(2) DEFINED COl>"TRIBUTlON PLAN.-The 

12 term 'defined contribution plan' means a defined 

13 contribution plan (as defined in section 414(i» 

114 which is described in section 401(a) and·includes a 

i 15 trust exempt from ta.'I: under section 501(a) . 

. 16 "(e) TRE..l.TIIENT OF PLA.''1S.-A plan shall not be 

i17 treated as failing to meet any requirement of part I of 
,• 
i 18 subchapter D of chapter 1 by reason of permitting with· 

19 drawals for the purposes described in 
" 

section 72(t)(2)(B) 
I 
20 or (D). 


121 ·SEC. 1395. ADDmONAL BENEFlTS.. 


22 "(a) INCREASE IN Low L'1COME HimSING. CREDIT.
, 
:23 For purposes of section 42(d)(5)(C), a building shall be 

24 treated as loeoted in a qualified census tract if
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1 "(1) such building is located in a census traet 

2 haling a JX1"erty rate of at least 30 percent (deter

3 mined in accordance with section 1393(a)(10)), and 

4 "(2) such building is located in an 

5 empowerment zone or an enterprise community. 

6 "(h) TAX ExEMPT ENTERPRISE ZoNE FACILITY 

7 B01>"Ds.

8 "(1) IN GE1>"'ERAL.-For purposes of part IV of 

9 subchapter B of chapter 1 (relating to ta::< exemption 

10 requirements for State and local bonds), the term 

11 'exempt faeility bond' includes any bond issued as 

12 part of an issue 95 percent or more of the net pro-

I 	 13 ceeds (as defined in section 150(8.)(3») of which are 

14 to be used to prolide any enterprise zone facility, 

15 "(2) Eh'TERPRlSE ZONE FACILI'IT,-For pur

16 poses of this subsection

17 "(A) IN GEl<"'ERAL.-The term 'enterprise 

, 	18 zone facilit:>' means any qualified zone property. 
I 
: 19 the principal user of which is an enterprise zone 

20 business (as defined in section 1399A), and any 

i 21 land which is functionally related and subordi

i22 nated to such propet!:>'. 

'23 "(B) QUALIFIED ZONE PRoPERTY,-The 

~ 24 term 'qualified zone propet!:>" has the meaning 
! 
I 
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1 given such term by section 139S(el; except 

2 that

3 "(i) section 1398(e)(3) shall not 

4 apply, Md 

5 "(ii) the references to empowerment 

6 :wnes shall be treated as including ref· 

7 erenees to enterprise communities. 

8 "(3) Ln.UTA'l10N ON AMOUNT OF BONDS,

9 "(A) IN GE1-"ERAL.-Paragraph (1) shall 

1 0 not apply to My issue if the aggregate amount 

11 of outstanding enterprise zone facility bonds aJ· 

112 JocabJe to any enterprise zone business (taking 

, 13 into account such issue) exceeds-

i14 "(i) $3,000,000 with respect to any 1 
I 
;15 empo\,erment zone or enterprise comrnu" 

,16 nity, or 

'17 "(ti) $20,000,000 with respect to all 

18 , empowerment zones and enterprise com· 

119 munities. 

20 "(B) AGGREGATE E!>."TERPRlSE ZONE FA· 
I 
21 
I 

CILI'IT BOND BE!>."EFIT,-For purposes of sub

22 paragraph (A), the aggregate amount of out

23 standing enterprise zone facility bonds allocable 

24 to any business shall be determined under rules 

25 similar to the rules of section 144(a)(10), ta,k. 
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1 ing into account mily bonds to which paragraph 

2 (1) applies. 

3 "(4) ACQUISITION OF LAND .AND EXISTING 

4 PROPERTY PERMlTTlID.-The requirements of sec· 

S tions 147(c}(I)(A) and 147(d) shall not apply to any 

6 bond described in paragraph (1). 

7 "(5) PARTIAL EXEMPTION FROM VOLID.m 

8 CAP.-Only for purposes of section 146, the term 

9 'private acth-ity bond' shall not include 50 percent of 

10 any bond issued as part of an issue described in 

11 paragraph (1). 

12 "(6) PE~ALTY FOR CE..IElNG TO MEET RE· 

13 QUIREME:-'''!S.

14 "(A) F..uLURES CORRECTED.-An issue 

15 which fails to meet 1 or mOre of the require. 

16 ments of paragraphs (1) and (2) shall be treat

17 ed as meeting such requirements if

18 "(i) the issuer and any principal user 

19 in good faith attempted to meet such re-

i 20 quirements, and 
, 
; 21 "(ii) any failure to meet such require

22 ments is corrected within a reasonable pe

: 23 riod after such failure is first discovered . 

. 24 "(B) Loss OF DEDUCTIONS WHERE FAcn:,. 

: 25 ITY CEASES TO BE QU.Al.lFIED.-No deduction 
• 
I 
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shall be allowed under this chapter ior interest 

on any financing provided from any bond to 

which paragraph (1) applies with respect to any 

facility to the extent such interest accrues du.r

ing the period beginning on the first day of the 

calendar year which includes the date on 

which

. "(i) substantially all of the facility 

with respect to which the financing was 

prO'tided ceases to be used 
. 
In an 

empowerment zone or enterprise eommu

nity, Or 

"(il) the principal user of such facility 

ceases to be an enterprise zone business 

.(as defined in section 1399A, but treating 

references to empowerment zones as in-

I eluding references to enterprise commu-
I 
! nities). 

"(e) EXCEPTION IF ~NE CEASES.-Sub

,,, 
paragraphs (A) an.d (B) shall not apply solely 

by reason of the termination or revocation of a 

designation as an empowerment zone Or an en

terprise c~mmuni~ 
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1 u(D) EXCEPTION FOB :B./;,NKRUPTC'r.

2 Subparagraphs (A) and (B) shall not apply to 

3 any cessation resulting from bankruptcy. 

4 H(C) ENTElU'RISE ZONE FACILI'IT BoNDS NOT SUll· 

:5 JECT TO INTEREST DEDUCTION Ii!l!!TATIONS ON FINAN. 

6 ClAL L"1STITUTIONS.-Any ta>:-exempt bond described in 

7 paragraph (1)

8 "(1) shall bl! treated as acquired before August 

9 8, 1986, for purposes of sections 265 (b) and 

10 291(e)(1)(B), and 

11 "(2) shall not be taken into account in deter

12 mining whether any issuer is a qua.lified small issuer 

13 for purposes of section 265(b). 

14 "PART m-ADDmONAL INCENTIVES FOR 

15 EMPOWER.M:ENT ZONES 

"St"BPMT A.. Em}'OWt'nnent ~ne empwyment e:redit, 
"SCBPART B. DeprmaticD .00 other i.ncl!ntivts, 

16 ·Subpart A-Empowerment Zone Employment Credit 

"See. 18&6. E_.... employm.... .....nt. 
"Sec.. 1397. Othe:- definitions aDd special n::Ues. 

i 17 "sEC. 1396. EMPOWERMENT ZONE EMPLOYMENT CREDIT. 

i 18 "(a) Al!OUNT OF CBEDIT.-For purposes of section 

· · 19 38, the amount of the empowerment zone employment 

20 credit determined under this section with respect to any 

: 
• 

21 employer for any ta.uble year is the applicable percentage 

•
I 22 of Il,. qualified zone wages paid or incurred during the 

23 calendar year ,dlich ends "illl Or within such ta.'tJible year. 
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1 "(b) APPLICABLE PERCENTAGE.-For purposes of 

2 this seetion, the term 'applicable percentage' means the 

3 	 percenmge determined in accordance with the following 

4 table: 

'"In lb........ of Willi'. paid '" 
hleu:rred dlll'iDc caI....dar year. Th. appU_I. 

pen>en.... Is. 
IPS. 1hrou;b 2000 ......... __ ."'......."'.._.__ ..... 25 
2001 .. _ .. _,... _ .. _._ ......... _ .._.~._........ _.... 20 
2002 .. _ ..,_.. _ .. , ........ , .......... , .....__......... ,........ 15 

2003 ...................•. _........ _ .•.•...•.............•.. __ .. 10 

2004 ••.... ,....,..,.••, ..... ,._............ ,,,.,. .... _........... 6 


5 "(e) QU.ALIFIED ZONE WAGES.

6 H(l) IN GENERAL.-For purposes of this sec

7 tion, the term 'qualified zone ..-ages' means any 

8 -wages paid or incurred by an employer for se,.,iees 

, 	9 performed by an employee "hile such employee is a 

!	10 qualified zone employee. 

11 "(2) ONLY FIRST $20,000 OF WAGES PER YEAR 

12 TAKEN L';TO ACCOUl\"I'.-With respect to each quali

!13 fied zone employee, the amoUllt of qualified zone 
I 

~ 	 14 ",",«es which may be taken into account for a cal

15 endar year shall not exceed $20,000, 

16 H(3) COORDINATION WITH TARGETED JOBS 

117 CREDIT.

18 "(A) IN GENERAL,-The' term 'qualified 

19 zone w,",«es' shall not include wages attributable 

:20 to senice rendered during the I-year period b ... 

21 ginning with the day the indnidual begin.~ '''ork 

I 

I 
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for the employer if a:ny portion of such wages 

is taken into account in determining the credit 

under section 51. 

u(B) COOlIDlNATlON WITH P.AR..l.t<RAPH 

(2).-In the case of the calendar year in which 

the I-year period referred to in subparagraph 

(A) ends, the $20,000 amount in paragraph (2) 

shall be reduced by the amount of wages attrib

utable to se",;ee rendered during the portion of 

such I-year period which is within such eal

endar year. 

U(d) QUALIFIED ZOl>"E EMPLOYEE.-For purposes of 

this seetion

"(1) L>.; GENERAL.-E"eept as otherwise pro

,'ided in this subsection, the term 'qua.lified zone elU

ployee' means, with respect to any period, any em

ployee of a:n employer if

"(A) substantially all of the se",;'ces per

formed during such period by such employee for 

such employer are performed within an 

empowerment zone in a trade or business of the 

employer, and 

"(B) the principal place of abode of such 

I employee ... bile performing such SeT\;'c€s IS 

I within such empO'<'"erment zone . 
• 
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"(2) CERT.AIN INDITlDUALS NOT ELIGIBLE.

The term 'qualified zone employee' shall not 

include

"(A) any individual described in subpara· 

graph (A), (B), or (0) of section 51(i)(1), 

"(B) any 5-percent owner (as defined in 

section 416(i)(1)(B)), 

"(0) any in.m1dual employed by the em· 

player for less than 90 days, 

"(D) any in.m';dual employed by the em· 

player at any facility described in section 

144(c)(6)(B), and 

"(E) any in.m-idual employed by the em

ployer in a trade or business the principal act,,'· 
ity 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 

tanble year, the SUIll 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 a trade or business, and 

: "(ll) the aggregate value of assets 

. leased by the employer which are used in 

i such a trade or business (as. determined. 
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1 under regulations prescribed by the Sec

2 retary), 

3 exceeds $500,000, 

4 "(3) SPECIAL RULES RELATED TO TER1dI· 

5 NATION OF =OT:lo!ENT.

6 "(Al IN GENERAL.-Paragraph (2) (C) 

7 shall not apply ro

8 "(i) a. termination of employment of 

9 an indh';dual who before the close of tl,e 

10 period nferred to in paragraph (2)(C) be

11 comes disabled to perform the sel'\';ces of 
I 
, 12 such employment unless such disability is 
I 

13 removed before the close of sueb period 

I 14 and the ta.'PRyer fails to offer nemploy
i 
: 15 ment to sueb indh';dual, or 

16 "(ii) a termination of emplO}'tl1ent of 

17 an indi,';dual if it is determined under the 

'18 applicable State unemployment com

i19 pensation law that the. termination was due 

:20 to the misconduct of sueb individual. 

21 "(B) CHANGES IN FORM OF llUm"ESS.
, 

:22 For purposes of paragraph (2)(C), the employ,, 
23 ment nJationship between the t.a::tpayer and an 

24 employee shall not be treated as terminated-
I 
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1 "(i) by a transaction to which section 

2 381(a) applies if the employee continues to 

3 be emploYed by the acquiring corporation, 

4 or 

S "(ii) by reason of a mere chanflll in 

, 6 the form of conducting the trade or busi· ,, 
7 ness of the taxpayer if the employee eon· 

8 tinues to be employed in such trade or 

9 . business and the taxpayer retains a sub

10 stantial interest in such trade or business. 

11 "SEC. 1397. OTBER DEFlNlTIONS AND SPECIAL RULES. 

12 "(a) WAGES.-For purposes of this subpart

13 "(I) L'I GEl>o'Eru.L.-The term 'wages' has the 

14 same meaning as when used in section 5 L 

I 15 "(2) CERTAIN TR.A.Il'>1:NG .AND EDtlC.!.TIONAL 

16 BEh'EFITS.

17 "(A) L'I GENEru.L.-The following
I 
:18 amounts shall be treated as WIiflllS paid to an 

19 employee: 
I 
:20 "(i) .Any amount paid or in=ed by 
I 
21 an employer which is e."cludable from the 

22 gross income of an emploYee under section 
, 

23 127, but only to the e::rtent paid or in· 


24 CUITed to a person not related to the em· 
I 
•
25 ployer. 
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1 "(;;) In the ease of an employee ....00 

2 has not attained the age of 19, My 

:; amount paid or inCll1Ted by M employer 

4 for My youth training program operII.~d 

5 by sueb employer in conjunction with local 

6 education officials, 

7 "(B) RELATED PERSON.-A person is re-

S lated to any other person if the person beIUS II. 

9 relationship to such other person, specified in 

10 section 267(b) Or 707(b)(I), or sueb person and 

11 such other person are engaged in trades or 

12 businesses under common control (within the 

13 meaning of subsections (a) and (b) of section 

14 52), For purposes of the preceding sentence, in 

15 applying section 267(b) or 707(b)(I), '10 per

16 cent' shall be substituted for '50 percent', 
I 
t 17 "(b) CONTROLLED GRoups,-For purposes of this 

. 18 subpart

19 "(1) all employers treated as a single employer 

t 20 under subsection (a.) or (h) of section 52 shall be 

j 21 treated as a single employer for purposes of this 

22 subpart, and 
, 
123 "(2) the credit (if any) determined under sec-
I 

'24 tion 1396 with respect to each such employer shall 
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1 be its proportionate share of the "'ages giving rise 


2 to such credit. 


3 "(e) CERTAIN 0TlmR RULES :t.W>E APPLICABLE.

4 For purposes of this subpart, rules similar to the rules 


5 of section 51(1;:) and subsections (el, (d), and (e) of section 


6 52 shall apply. 


7 "(d) NOTICE OF .A.vAU,~BlUTY OF AIrrANCE PAY· 


S ~lENT OF E.A:RNED INCOME CREDIT.-Each employer shall 

9 take reasonable steps to notify all qualif!ed zone employees 


10 of the a,,,,ilability to eligoble individuals of receiving ad· 


I! ''anced payments of the credit under seetion 32 (relating 


12 to the earned income credit). 


I 13 "Subpart B-Depreciation and Other Incentives , 

"Sec. 139S. DeprecitltioIl benefits, 
"See. 1399, Additional acludQQ tr<>m 't'OlullU! enp lor ~tt4in u

tel1lM WDe £acitity bond.. 
"sm. 1399"L Enterprise wue buuess. 

14 ·SEC. 1398. DEPRECIATION BENEFITS. 

, 15 "(a) INCBEASE IN ExPENSING UNDER SECTION 
• 

i 
!16 179.

" 

·17 "(1) IN GENERAJ,..-In the case of an enterprise
I 
; 18 zone business, for purposes of section 179

19 "(A) qualif!ed zone property shall be treat· 

i 

20 ed as section 179 property, 


• 

21 "$) the limitation under section 

, 

22 179(b)(1) shall be increased by the lesser of


23 u (iJ $65,000, or . 
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1 "(il) the eost of qualified zone prop

2 erty placed in semee during the tuable 

3 ~,and 

4 "(C) section 179(b)(2) sba.ll ~ applied by 

5 substituting 'by one-half of the amount by 

6 which the cost of qualified zone property (other 

7 than real property)' for 'by the amount by 

8 which the cost ofsection 179 property'. 

9 "(b) ACCELERATED DEPRECIATION.

10 "(1) IN GE~"ERAL.-For purposes of section 

11 168(a), with respect to qualified zone property of an 

12 enterprise zone business, the applicable recovery pe

i 13 riod shall be determined in accordance with the table ,, 
, 14 contained in paragraph (2) in lieu of the table con

15 tained in section 168(e). 

i 16 "(2) AFTuOABLE RECOTI:RY PERIOD FOR 
• 

! 17 QU.ALIFIED ZOl-"E PROPERTY.-For purposes of para

18 graph (1)

The appUcable 
IIIJn the cue of: I'tu:avery period is: 

S·Y'.r property ....... _ .. _.... _ .._.m..._........_..._.....,.......,.......... 2 ~n. 
i)-ytat property .._.... _ .._.._........_.................._ .. N _....... :;: ~ars........... 


7.ytu property .. _ ...• " ...... ,_... _ .._.__.._... _ ... _.._............. _ .. '" "rears 

10'rea' p",""" ....._....._.__....• _ ... _ ... _ .................. _............. 6 ,...,., 

l~ property _ ... " ... _~..... _ ...... " .............. _ .. __._ ... _ ... _ .. _, 9 ~ 


, 20·_ p""",rty •••.•_.....•.._....................._....._ ............. _ ••_. 12 ,...,., 

i Nonrt$ide1ltW nal pl"Opert)" ................ _._. ___ ........................ 22 ~ 

~19 "(3) DEDUCTION ALLO"ED 1N COMPUTL"G 

20 ~1L"nfUlU T.A...'--Paragraph (1) shall apply for pur
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1 poses of detennining alternative minimum taxable 

2 income under section 55. 

3 "(4) COORDINATION "ITH INVESTMENT CREI). 

4 IT.-This subsection shall not apply to any property 

5 with respect to which a credit is determined under 

6 section 46A or 50A. If the lessee of any property is 

7 treated as the owner of such property for purposes 

8 of such credit, this subsection shall not· apply to 

9 such property in the hands of the lessor. 

10 "(e) QUALIFIED ZONE PROPERIT.-For purposes of 

. 11 this section
! 

12 "(1) IN GD."ERAL.-The term 'qualified zone 

i 13 propertoJ means any properto· to which section 168 

14 applies (or would apply but for section li9) if

: , 15 "(A) such properto' was aequired by the 
I 
. 16 ta."Payer by purchase (as defined in section 

117 li9(d)(2)) after the date on which the des· 

18 ignation of the empowerment zone took effect, 

:19 "(B) the original use of which in an 

\20 empowerment zone commences with the tax· 

21 payer, and 
I 
22 .. (C) substantially all of the use of which , 
23 is in an empowerment zone and is in the acth'e, . 
24 conduct of a trade or business by the taxpayer 

25 in such zone. 
o 
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1 "(2) SPEClAl,. li/.ULE FOR SUBSTAN'!'LIL REN· 

2 OTA-TlONS.-In the ease of any property which is 

3 substantially renm'ated by the ~yer, the require

4 ments of subparagraphs (A) and (B) of paragraph 

j 5 (1) shall be treated as satisfied. For purposes of the 

I 6 preceding sentence, property shall be treated as sub

7 stantially ren(!Vll.ted by the taJtpayer if, during any 

8 24-month period beginning after the date on which 

9 tile designation of the empowerment zone took ef· 

10 feet, additions to basis with respect to such property 

11 in the hands of the taJtpayer exceed the greater of 

12 (i) an amount equal to the adjnsted basis at the be· 

13 ginning of such 24·monili period in ilie hands of the 

14 w:payer, or (ii) $5,000. 

I 15 "(3) EXCEPTION FOR .ALTER."ATII'E DEPRECIA· 

16 TION PROPERIT.-The term 'qualified zone prop

17 e~) does not include any property to "hieh ilie al· 

: 18 ternatiye depreciation system under section 168(g) . 
19 applies, determined-

I20 "(A) wiiliout regnrd to section 168(g)(7) 

'21 (relating to election to use alternative deprecia· 

22 tion system), and 

:23 "(B) after the application of section, , 
'24 2S0F(b) (relating to listed prope~' witillimited 

:25 business use). , 
I 
r 
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1 "(d) SPECIAL RULES FOR 8.\l..E-LE.l.sES.ACES.-For 

2 purposes of subsection (c)(I)(B), if property is sold and 

3 leased back by the taxpayer within 3 months aft:er the date 

4 such property was originally placed iII service, suoo prop

S erty shall be treated as originally placed iII service not ear

6 lier than the date on which such property is used under 

7 the leaseback. 

8 "(e) RECAl'TORE.-Rules similar to the rules under 

9 section 179(d)(1O) shall apply with respect to anyquali

10 £ied zone property of any business which ceases to be an 

11 enterprise zone business. 

12 ·SEC. 1399. ADDmONAL EXCLUSION FROM VOLUME CAP 

13 FOR CERTAIN ENTERPRISE ZONE FACILITY 

14 BONDS. 

i 15. "(a) L-; GENER.!.L.-Section 1395(b)(5) shall be ap
t 

16 plied bo' suhstituting '75 pe.roent' for '50 percent' in the 
, 
; 17 ease of any bond described in section 1395(b)(1) issued 

18 as part of an issue 95 percent or more of the net proceeds 

[19 (as defined in section 150(a)(3» of ... hich are used to pro
I 

20 nde qualified zone property the principal USer of whiOO 
, . 
121 is any enterprise zone business if the ownership require

22 ments of subsection (b) are met with respect to-such busi. 

23 ness. 
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1 "(b) OwNERSHIP REQUlll.EMEN'l's.-The ownership 

2 requirements of this subsection are met with respect to 

3 aD. enterprise zone business if

4 "(1) in the ease of a sole proprietorship, the 

5 principal pJaee of abode of the proprietor is in m 

6 empowerment zone, 

7 "(2) in the ease of a corporation, more th8Il 50 

8 percent of the stock (by vote md ,..uue) in the eor

9 poration is owned by individuals whose principal 

10 
,, 
, II, 
, 
. 12 

place of abode is in an empowerment zone, and 

"(3) in the ease of a partnership, more th8Il50 

percent of the capital and profits interests in the 

13 partnership is ()\med by individuals whose principal 

:14 
, 

15 

place of abode is in an empowerment zone. 

·SEC. la99A. ENTERPRISE WNE BUSINESS DEFINED. 

116 "(a) L'> GEl-.'ERAL,-For purposes of this subpart, the 

:17 term 'enterprise zone business' means

18 h(l) any qualified business entity, md 

~19 
I 

20 

"(2) any qualified proprietorship. 

"(b) QUALIFIED BUSINESS ENTlTY.-For purposes 

21 , 
I 

22 

of this section, the term 'qualified business entity' means, 

with respect to my ta:.table year, my corporation or part

23 nership if for such year
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1 "(1) every 'b'ade or business of such entity is 


2 the active conduct of a qualified business 'll'ithin an 


3 empowennent zone, 


4 .. (2) at least 80 percent of the total gross in· 


S come of such entity is derived from the active eon

6 duct of such business, 


7 "(3) substantially all of the use of the tangible 


8 property of such entity (whether owned or leased) is 


9 within an empowerment zone, 


10 "(4) substantially all of the intangible property 

11 of such entity is used in, and e>::elush-ely related to, 

I 12 the active conduct of any such business, 

I 13 "(5) substantially all of the sernces performed 

I 14 for such entity by its employees are performed in an 
, 
15 empowerment zone, 

,16 "(6) at least 35 pereent of its employees are 

,17 residents of an empowerment zone, , 
'18 "(7) less than 5 pereent of the ""erage of the 
,19 aggregate una,d,justed bases of the property of such 

20 . entity is attributable to collectibles (as defined in 

I 

21 section 40B(m)(2» other than collectibles that are 

22 held primarily for sale to customers in the ordinary 

I 


23 course of such business, and 


24 "(8) less than 5 percent of the average of the 

I 

25 aggregate unad,justed bases of the property of such 
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1 entity is attributable to nonqualified financial prop

2 erty, 

3 "(e) QuALIFIED !'RoPRIETOBSBlP.-For purposes of 

4 this section, the term 'qualified proprietorship' means, 

5 roth respect to any taxable year, any qualified business 

6 earned on by an individual as .. proprietorship if for such 

7 year-

S "(l) at least 80 percent of the total gross in

9 come of such individual from such business is de

10 rived from the active conduct of such business in an , 
III empowerment zone, , 
12 "(2) substantially all of the use of the tangible 

i 13 property of such indh-idual in such business (wheth-
I 

:	14 er owned or leased) is rothin an empowerment zone, 

15 "(3) substantially all of tlle intangible property , 
:16 of such business is used in, and e:tclusrreh' related 
I 
,17 to, the active conduct of such business, 

18 "(4) substantially all of the ser>'ices performed 
i 

19 for such inditidual in such business by employees of 

20 such business are performed in an empowerment 

21 zone,, 
, 

22 "(5) at least 35 percent of such employees are 

23 residents of an empowerment zone, 

24 "(6) less than 5 percent of the average of the 

2S aggregate unadjusted bases of the prop~~' of such 

I, 
, 
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1 individual which is used in such business is attrib.. 

2 utahle to eollectloles (as defined in section 

3 40S(m)(2» other than eollectibles that are held pri.. 

4 mariIy for sale to customers in the ordina.ry course 

of such business, and 

6 "(7) less than 5 percent of the average of the 

7 aggregate unadjusted bases of the property of such 

8 indi"idual which is used in such business is attrlb.. 

9 utable to nonquali£ied financial property. 

For purposes of this subsection, the term 'employee' in.. 

11 eludes the proprietor. 

12 "(d) QUALIFIED BUSDlEsS.-For purposes of this 

! 13 section

114 "(1) IN GEl>LRAL.-E"eept as othem~e pro... 

,ided in tiris subsection, the term 'qualified business' 

16 means any trade or business. 

17 "(2) RE1>'TAL OF RlUL PROPERTY.-The rental 

I 18 to others of real property located in an 

i 19 empowerment zone shall be treated as a qualified 

business if and only if- . 

: 21 
! 

"(A) the property is not residential rental 

·22 property (as defined in section 168(e)(2)), and 

.23 "(B) at,least 50 percent of the gross rental 
I 
'24 income from the renl property is from enter.. 

prise zone businesses. 
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1 . "(3) RENTAL OF TA.."GIBLE PERSONAL PROP. 

2 ERIT.-The rental to others of tangtble personal 

3 property shall be treated as a qualified business if 

4 and only if substantially ell of the rental of such 

5 property is by enterprise zone businesses or by resi

6 dents of an empowerment zone. 

7 "(4) TREATMENT OF BUSINESS ROLD~G IN· 

S TANGIBLES.-The term 'qualified business' shall not 

9 include any trade or business consisting predomi-

I 	 10 nantly of the development or holding of intangibles 

11 for sale or license. 

12 "(5) CERTAIN BUSIh-:ESSES EXCL1:DED.-The 

, 13 term 'qualified business' shall not include

. 14 "(A) any trade or business consisting of 

15 the operation of an~' facility described in section 

16 144(c)(6)(B), and 

i17 <I(B) any trade or business the principal 

. 18 acthity of which is farming (within the meaning 
, 
119 of subparagraphs (Al Or (B) of section 
I 	 • 

120 2032A(e)(5», but only if, as of the close of the 

21 preceding taxable year, the sum of-
I 
'22 	 "(i) the aggregate unadjusted bases 
I 
23 (or, if greater, the fair market value) of 

24 the assets owned by the taxpayer which are 
I 
I 

25 	 used in such a trade or busine~, and 
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1 "(ii) the aggregate value of assets 

2 leased by the ta:<parer whiell are used in 

3 snell a trade or business, 

4 exceeds $500,000. 

5 For purposes of subpllr8{ll'aph (B), rules similar to 

6 the rules or section 1397(b) shall apply. 

7 "(e) NONQU.ALIFIED F'INANCUL l'RoPERTY.-For 

g purposes of this section, the term 'nonqua!ified' financial 

9 property' means debt, stodt, partnership interests, op

10 tions, futures contracts, forward contracts, warrants, no-

II tional principal contracts, annuities, and other similar 

12 property specified in regulations; except that such term 

13 shall not include

14 "(1) reasonable amounts of working capital 

15 held in cash, cash equivalents, or debt instruments 

16 with a term of IS months or less, or 

17 "(2) debt instruments described in section 

18 1221(4). 

19 "PART IV-REGULATIONS 

..~, 1399B. Regal&tions. 

20 "SEC. 1399B. REGULATIONS. 

21 "The Secretary shall prescn1>e such regulations as 

22 may be necessar;!, or appropriate to carry out the purposes 

23 of parts IT and m, including
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1 "(1) regulations limiting the benefit of parts IT 

2 and m in circumstances where such benefits, in 

3 combination with benefits provided under other Fed· 

4 eral programs, would result in an activity being 100 

5 percent Or more subsidized by the Federal Govern· 

6 ment, 

7 "(2) regulations preventing abuse of the pI'O\i. 

8 sions of parts IT and m, and 

9 "(3) regulations dealing with inad\'ertent fail· 

.10 ures of entities to be enterprise zone businesses." , 
III (b) CLERlc.AL .A.!lrElIDMENT.-The table of sub, 

,12 chapters for chapter 1 is amended by inserting after the 
, 
,13 item relating to subchapter T the following new item: 

"Subchapter 	 u. De-signation and trutmeot of t'm~rmetl.t 
%(lnt, and enterprise ~mmunitit:s:' , 

114 SEC. 002. EXPANSION OF TARGETED JOBS CREDIT.
! 
15 (a) ALLO'\\'.!..VCE OF CREDIT FOR limING 

:16 E~lPO'II'ERME!>"l' ZONE RESIDE!>"l'.-Paragraph (1) of sec, 
I 
17 tion 51(d) (defining members of targeted groups) is 

18 amended by strilcing "or" at the end ilf subparagraph (1), 

19 by striking the period at the. end of subparagraph (J) and 

20 inserting ", or", and by adding at the end the following 
i 
21 new subparagraph! 


22 "(K) an empowerment ZOne resident." 

!, 

23 (b) E~lPo'II'EmrEl>"l' ZONE RESlDEl>"l'.-Section 

2,4 5I(d) is amended by redesignating paragrapha (13) 

:is tlll'ough (16) as paragraphs (14) tlu'ough (17), respec

http:CLERlc.AL
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1 tn-ely, and by inserting after paragraph (12) the following 


2 new paragraph: 


3 "(13) EMPOWE:R.I>!ENT ZONE RESIDENT.-The 


4 term 'empowerment zone resident' means an incfuid

.5 uaJ whose principal place of' abode while performing 


6 sen~Ms for the emploY\'r is within an empowerment 


7 zone." 

8 (cl CONFORMING .AlIENDMEl'-'T.-Subparagraph (e) 

9 of section 5l(d)(12) is amended by striking "paragraph 


10 (11)" and inserting "paragraph (12)". 


11 SEC. 303. TECHNICAL AND CONFORMING AMENDMENTS. 


12 (a) CERTAIN CREDITS PART OF GENElUL BUSINESS 


13 CREDIT.

I 14 (1) Subsection (b) of section 38 (relating to 

15 cWTent ~..,ar business credit) is amended by striking 

, 16 "plus" at the end of paragraph (i), by st:rik:ing the 

17 period at the end of paragraph (8) and inserting a 
.> 

, 18 comma, and by adding at the end the foUo\ting new 
i 
, 19 paragraphs: 

i 20 "(9) the zone resident empowerment sa\-mgs 

121 credit determined under section 1394, plus 

i 22 "(10) the empowerment zone employment credit 

!23 determined Wlder section 1396(a)." 
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1 (2) Subsection (d) of section 39, as amended by 


2 section 1201(e)(2), is amended by adding 'a,t the end 


3 the follOlring new paragra,ph: 


4 "(5) ENTERPRISE ZONE CREDITS.-No portion 


5 of the unused business credit which is a,ttributahle to 


6 the credit determined under section 1394 (relating 


7 to zone resident empowerment saTings credit) or sec· 


8 tion 1396 (relating to empowerment zone employ. 


9 ment credit) may be carried to any taxable year end· 


10 ing before January 1, 1994." 


11 (b) DE~"llL OF DEDUC'TION FOR PORTION OF WAGES 


12 EQt:AL TO EhlPOWEID!ENT ZOl'c"E E~lPLQn!ENT CItED. 


13 IT.

14 (1) Subsection (a) of section 280C (relating to 


I 15 rule for targeted jobs credit) is amended

16 (Al by striking "the amount of the credit 

117 determined for the taxable year under section 

1 18 51{a)', and inserting "the sum of the credits 

19 determined for the taxable year under seetions ,. 
20 51(11,) and 1396(a)", and 

,,21 (B) by striking "TARGETED JOBS CItED
I 

122 IT" in the subsection heading and inserting,, 
:23 "EhlPLOn!ENT CREDITS". 

24 (2) Subsection (e) of seetion 196 (relating to 

'25 deduction for certain unused business. credits) is
I, , 
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1 amended by striking "and" at the end of paragraph 

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: 

"(6) the empowerment zone employment credit 

6 . determined under section 1396(a)." 

7 (e) El!l'LOntENT Al'o'l) SA't'lNGS CREDITS MAy OFF· 

8 SET 25 PERCE1'-"'! OF JUNIMIDI T.AX.

9 (1) Subparagraph (A) of section 38(e)(2), as 

added by section 1201(c) of this Act, is amended-

11 (A) by inserting !'and the empowerment 

12 zone credits" after "the regular investtnent tax 

13 credit" each place it appears, and 

14 (B) by striking "such credit" in clause (ii) 

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 foi· 

18 iomng new subparagraph: 

19 "(e) ElIPOWERMENT ZONE CREDITS.-For 

purposes of this paragraph, the term 

21 'empowerment zone credits' means the portion 

22 of the credit under subsection (a) .....hich is at

23 tributable to the credits determined under see· 

24 tion 1394 (relating to zone resident 

empo,.erment SIl.,ings credit) and section 1396 
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(relating to empowerment zone employment. 

credit) . " 

(d) CHANGES RELATING TO EMPOWEllMENT ZONE 

RESlIJENT EMPOWE.ll.'MENT &'\"INGS CREDIT.

(1) DlSAL'LOWA.."'CE OF DEDUCTlON'.-Section 

404 (relating to deduction for certain employer eon

tributions) is amended by adding at the end the fol

lowing new subsection: 

"(m) COORDINATION WITH E1LPOWERlIlENT ZONE 

CREDIT.-No deduction shall be a1l"".d under this see

tion for any qualified employer contribution taken into ae

count in computing the credit determined under seetion 

1394." 

I (2) PEN.ll!IT-FREE DISTRIBUTIONS.

(A) L'l GEl\"ERAL.-Pll.l'&j!t'aph (2) of see

tion 72(t) (relating to exceptions to 10-percent 

additional tax on early distributions from quali

fied retirement plans) is amended by adding at 

the end thereof the foU."mng new subpara

graph: 

"(D) DISTRIBUTIONS F'I!.OM CERTAIN 

PLANS FOR FIRST HOME PURCHASES OR EDU

CATIONAL EllPENSES.
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"(i) IN GENERAL,-Distnbutions to 

an individual from a qualified retirement 

plan

"(1), which are qualified first-time 

homebuyer dismbutions (as defined in 

paragraph (6», 

"(IT) to the extent such dis

mbutions do not exceed the qualified 

higher education expenses (as defined 

in paragraph (7)) of the taxpayer for 

the Uwilile year, Or 

"(III) to the extent such dis

tributions dQ not exceed an amount 

equal to the aggregate investment 

made by the taxpayer during the ta.,

able year in any enterprise zone busi

ness (as defined in section 139M 

"(ill illllTATlON,-Clause (il shall 

not apply to the extelit that the aggregate 

amount of the distributions described in 

clause (i) are greater than the excess of

"(1) the qualified retirement eon

mbutions (as defined m section 

1394(b» of the taxpayer, and any 

earnings thereon, o"er 
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1 "(TI) the aggregate amounts to 

2 which clause (il and the last sentence 

3 of paragraph (3)(A) applied for pre

4 ceding WtabJe years." 

5 (B) DEFlNlTIONS.-Section 72(tl 18 

6 amended by adding at the end thereof the fol

I 7 lowing new paragraphs: 

8 "(6) QUALIFIED FIRST-'I'Il>m HOMEBUYER DIS

, 9 , 
:10 

TRIBUTIONs.-For 

(2)(D)(i)(I)

pu.rposes of paragraph 

11 "(Al L" GENERAL.-The term 'qualified 

112 first-time homebuyer distribution' means any 

113 payment or distnbution reeen'ed by an individ

,14, 
'15 

ual to the extent such payment or distribution 

is used by the indh'idual before the close of the 

'16 
. 
I'17 

60th day after the day on which such .payment 

or distnbution is reeeived to pay qualified ac

18 quisition costs with respect to a principal resi

,19 
i 
20 

dence of a first-time homebuyer who is such in

dividual or the spouse of such individual. 

21. 
I 

22 
i 
, 

23 

"(B) QUALIFIED ACQmSlTlON COSTS.

For pu.rposes of this paragraph, the term 

'qualified acquisitioll costs' means the costs of 

24 , 
•
25 

acquiring, constructing, or reconstructing a res

idence. Such term includes any usuiil or reason
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1 able settlement, financing, or other closing 

2 costs. 

3 "(e) FIRsT-TmE HOMEBUYEll.; 0TBEl!. 

4 DEFINlTlONS.-For purposes of this 

S paragraph

6 "(i) FIRST-mlE HOMEBUYER.-The 

7 term 'first-time homebuyer' means any in

8 dn~dual if

9 "(1) such indn1dual (and if mar· 

10 ried, such indh~dual's spouse) had no 

11 present ownership interest in a prin· 

12 
I
i 13 

cipal residence during the 3-year pe

riod ending on the date of ""quisition 

· 14 of the principal residence to "Weh 

· 15 
, 
: 16 

this paragraph applies; and 

"(II) subsection (8)(6), (h), or 

(k) of section 1034 did not suspend .. 
18 the running of any period of time 

,19,, 
:20 

Izi 

specified in section 1034 with respect 

to such indicidual on the day before 

the date the distr:ibution is applied 

22 pursuant to subparagraph (A)(ul. 

123 · · .24 
I 
'25 

"(u) PRINCIPAL RESIDENCE.-Tlle 

term 'principal residence' has the same 

meaning as when used in section 1034. 
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"(ill) DATE OF ACQllISlTION.-The 

term 'date of acquisition' means the date-

"(I) on which a binding contract 

to acquire the principal residence to 

which subparagraph (A) applies is en

tered into, or 

.. (II) on whieh eonstruction or re

construction of such a principal resi

dence is commenced. 

"(D) SPEC'lAL Ru'LE WHERE DELAY IN Ae

QllISlTION.-If 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 the 

distribution may be recontributed to the plan 

from which it was distributed within 120 days 

after the date of such distribution. 

"(7) QU.ALIFIED ElGHER EDUCATION EX-

PENSES.-For purposes of paragraph 

(2)(D)(ii)(TI)

"(A) L" GENEIU.L.-~he term 'qualified 

higher education expenses' means tuition, fees, 

books, supplies, and equipment required for the 

enrollment or attendance of
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H(i) the taxpayer, 

"(ii) the tupayer's spouse, or 

"(ill) the taxpayer's cItild (as defined 

in section 151(c)(3)) or grandcltild, 

at an eligible educational institution (as defined 

in section 135(c)(3)). 

"(B) COORDINATION wrrR SAnNGS BOND 

PItOVlSIONS.-Tbe amoUllt of qualified higher 

education expenses for any ta;:mhle year shall he 

reduced by any amoUllt excludable from gross 

income under section 135," 

(C) CONFORMING AMENDMENTS.

(i) Subparagraph (B) of section 

7Z(t)(2) is amended by striking "or (C)" 

and inserting ", (C), or (D)", 

(ii) Section 401(k)(2)(B)(i) is amend

ed by striking "or" at the end of subclause 

(ill), by striking "ana" at the end of 

subclause (IV) and inserting "or". and by 

inserting after subclause (IV) the foUO'Wing 

new subclause: 

"(V) subject to the limitation of 

section 72(t)(2) (D)(ii), the date on 

which qualified first·time homebuyer 

distrIbutions (as defined' in section 
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72(t)(6)}, ilistrlbutions for qualified 

higher education expenses (as defined 

in section 72(t)(7», or distr:ibutions 

for investments described in section 

72(t)(2)(D)(i)(III) are made, and". 

(e) AMENDMENT OF TARGETED JOBS CREDIT.

Subparagraph (Al of section 51(i)(l) is amended by in· 

serting ", or, if the ta.'ql8yer is an entity other than a 

corporation, to any individual who owns, directly or indio 

rectly, more than 50 peroent of the capital and profits 'in

terests in the entity," airel' "ofth. corporation". 

(f) C.ARR'I'oVERS.-Subseetion (c) of section 381 (re

lating to carryovers in certain corporate acquisitionsl is 

amended by adding at the end the following new para· 

graph: 

"(26) ENTERPRISE ZOh"E PROTISIONS.-The 

""quiring corporation shall take into account (to the 

extent proper to Cat'lJ' out the purposes of this sec

tion and subehapter U, and under such regulations 

as may be prescribed by the Secretary) the items re- . 

quired to be taken into account for purposes of sub

chapter U in respect of the distributor or transferor 

corporation.n 
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1 SEC. 304. EFFECTIVli: DATE. 


2 The amendments tnade by this title shall take effect 


3 on the date of the enactment of this Act. 
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TO: 

U.s. DEPAR'I'I!ENT OF HOUSING AND URIAH DEYlLOPIIEHT 
lHE SEeRIiTAIIY 

WASHlNGTCH., {).C.ZM1().(1OOt 

Hay 4, un 

Honorabl. Thoma. S. Poley

Speaker of the Bou•• 


ot Repre••ntativ•• 

Waehinqton, D.C. 20515 


I
Dear Mr. Speaker. 

On behalf of Secretary Kike aepy and =yealf, I em ple.eed to 

submit to the Congre•• the apending euthorization portion of the 

"Economic J=po~.~.nt ~t of 1993," the Clinton Administration'. 

legio1ativ. initiative for empover=ent zona. and enterprise

comaunitie.. Por your convenience, t have alao enoloaad the tax 

incentive portion of this initiative, which ha. been tran.mittod 

to the Senate Pinanoe and Houee way. and Meana Committee•• 


Thi. leqi.lation ~ould empower di.tre••ed urban and rural ,communitie. to merge job creation with euateinable community , 
9ro~h through one integrated reapon... The "Bconomic 
Empowerment Act of 1993" he"d. the ".11 for "einve.tment in 
Amarica'sdi.treaaed communitiee by creating ten Empowerment 
zon•• 4nd one hundred 2nt.rpriae communities. Tax incentives, 
inveatment grants and other relevant Federal resource. going into 
thele communiti•• would b. coordinated with state, local and 
private r.aouroe. to develop comprehenoive .treteqies for job
qrowth and economic recovery. 

Thi•.approach to a.aiatinq communities vith revitaliaation 

and job creation recoqnizea that long-term, atable economic 

,qro~h in severely di.treaaad areas must be achieved through a 
coordinated plan of economi", human and physi"al development. It 
alao rao09niz8e ~hat the anewers to • community'. proble•• must 
he generatad by that local "omaunity. Throuqh a "ompetitive, 
proc••• f 4 community, in partnecahip with the residents and 
private eector l would develop a comprehensive strategic plan
which details how the applicant would coordinate relevant 
resource. land incentives to ueet the are.'s needs. 

I • 
The proposal applies the pr1hciple of economic em~owermant. 


Before the ladder of opportunity can ba climbed, the f~r.t rung 

muat be caught. The goal ia to empower zone residents to ,Din 

the eoonomic mainstream by making aure the fir.t rung i. w~thin 

reach. 


The lo"alitiea will design atrategias to help re.id.nt. own 

and manage enterpri.ea within the de.iqnated arees and will 

connect them to job. and opportunities throughout the region. 


http:enterpri.ea
http:re.id.nt
http:J=po~.~.nt
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Residents who participate in th.le programs vill be required to 
enter a new form of aociel contract ettalaing salf-help, hard 
vork and responsibility. The strategies will take into aocount 
existing obstaclea to employment such as the ab••nce of 
atfordable child oare end job-training and:eduoaUonal needl. 

This legillation i. a call to action fir.t by Congress and 
then b¥ Federal agenol.8, State and local governments and 
communLti.. to recognize that government program. must be mad. 
more aoc•••ible. We have an opportunity to change the val 
government doe. busin... in dietre.sed ere.. by atrsaalin ng
regulations, rule. end paperwork end modifying programs to 
encourage initiative .t tbe local level. 

This propo.al ie the result of participation from many
Federal &gen01.0 in a working group on Community Development and 
Empowerment. The working group helped davelop this proposal
through earefully reviewing community neads and by studying the 
strength. of existing Congraeaional propoaals. 

I request that thi. bill be rsferred to the appropriate 
c~ittee and urga its ••rly enactment. 

We look forward to working with you closely on this exciting
proposal. ' , 

Sincerely, 

~e::lis~ 
Enclosures I 

i 

http:propo.al
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U.S. DEPARTMENT OF ItOUlNNQ AHD URIIAH DEYELOI'MEHr 
THE SECRETARY 

WAlHtNQTOH.O.C.lCW:10<1001 

llay I, un 
'. 

BonorablG Al Gore 
Pre.ident of the Senate 
Wa.hington, D.C. 20510 

Dear Mr. Pre.ident: 

On behalf of Seoretary Mike .aPr and .y.elf, I .. plea.ad to 
.ubmit to the Congre•• the .pending authorization portion of the 
'Bconomic Empowerment Act of 1993,' the Clinton Admini.tration'. 
legielativ. initiative for .mpov.r.ent aon•• and enterpri.e
communities. For your convenienco, I have _1.0 enelo••d the tax 
incentive portion of tbi. initiative, which ha. b••n tren••itt.d 
to the Senate finance end Sou•• Way. and Mean. Committ •••• , 

Tbi, la,ialation would -.pow.r di.tr••••d urban and rural 
coaauniti.. to aerga job creation witb auatainabl. community
growtb through one integrat.d reapen.e. Tbe 'Bconomic 
s.pov.rment Act of 1993' h.ad. the call for reinv••tment in 
A8erioa'. di.tr••••d communiti •• by cr.ating t.n s.pcvermant
lone. and ona hundred Bnterpri.e Cce.unitie.. Tax incentivee, 
inve.tmont grants and ether relevant raderal resource. 901n; into 
theae communitiea would be coordinated with atate, local and 
priVate r ••ourcea to davalop comprehaneive atrateqi.. for job
qrovth and economic recovery. 

Thi. approach to ••eiating ccaaunitioe witn revitalization 
and job creation recognize. that lon9-tare, .table economio 
growth in severely diatre••ad areal mu.t be achieved throuqh A 
coordinated plan of economic, bUman and phyeical develo~ant. It 
also recoqnitea that the an.vera to A community'. proble•• muat 
be generated by that locol community. Tbrough a competitive 
proeess, .;c~un1tYI in partner.hip with the relident. and 
private sector, would develop a comprehen.ive strategic plan 
which details how the applicant would coordinate relevant 
r ••ourcea and incentive. to meet the are.'. naed.~ 

Tbe propoa.l appliea the principle of economic empowerment. 
Sefore the'ladder of opportunity can be climbed, the fir.t rung 
must be caught. The goal i. to empower zone r ••idont. to join
tha .cono~c ..in.tra~ by ..king .ura the fir.t rung i. within 
r;each. 

The loa_litie. will d•• ign strate;i•• to help re.id.nt. own 
and =an.g. anterpria.e within the de.19nated are.s and will 
connect them to jobs and opportYnitiea throughout the re9ion. 
~••ident. who participate in th... prograaa will be required tc 

http:re.id.nt
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enter a new form of aoeial contraot etra••ing self-help, hard 
work and responsibility. The atrategie. will take into account 
existing obatacl•• to employment such ea tha ablanca of 
affordable,child cara end job-training end .educational neede. 

ThlD legiolation io a oall to aotion firot by Congra •••nd 
then by Pederal aganoieo, State and local government. end 
communitie. to reoogni.8 that governmant program. mUlt be ..de 
more acce••ible. We have en opportunity to ohange the wey 
governaent does bu.ine.. in di.tr••••d are.s by streamlining
regulation., rule. end paperwork.end .a4ifying programs to 
encourage initiative at the local level. 

, . 
Thi. propo••l i. the re.ult of partioipation from many

Pederal agenei.. in a working group on Community Development and 
Impovarment. The working group helped develop this propo.al
through carefully reviewing cc==unity need. and by studying the 
.trengtho of exiating Congrea.ional propoaal•• 

I 

I reque.t that thi. bill be referred to the appropriate
com=ittee and urge ita early enactment. 

, 
w. look forward to working with you clo••ly on thi. exciting

propo.al. I, 

Sincerely, 

i 
/'-7~ 

, Sinry G. Cisneros 

I 
i 

Enclosure8! , 

" 

http:propo.al
http:propo.al
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To :z:evital1&e areas designated .... Ilmpowexment Zonea and 

Interpris6 COGmunities by making ..vailable ta& 1neent1ves end 

..upport for community policing end by concentrating Federal, 
I 

State, and local resources in such areas,' and for other purposes., 
I 
I 

IBe it enacted by the Spnatg And Bouss of BPpresantatiyes of 

lib!! United States pf Meriea in CO!l!m!II@ 88s.1111, 

SEC. 1. SHORT TITLE. -- This Act may be cited 8e the 
i

'Economic Empowerment Act of 1993', 

SEC.' 2. PURPOSES. -- The purposes of this Act ere -
I 
I (1) To incraaBe business and jobs within empowerment 
I zonee and enterpriaQ communities 80 that they become engines 

of economic growth within the reqion; 

'(2) To assist residents of these areas to join the 

economic mainstream by connecting them to jobs and 
I

opportunities throughout the region and by encouraging their 
I 

owne%ship and management of enterprisee and assets within , 
the areas; 

(3) To enable communities to develop comprehensive 

strategic plans which bring Fede~~l, State, local, and 

private re.ources together in a bro~~. inteqrate~ approach 

to economic, human, community; And physical development;
i,
! (4) To ....i.t communities In assuring safety and 
I 

Bec~rity for persons, property, and enterprise in the areaSt 
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,( 5) To implement the National Educational Goals for 
,, 

schoo~ readiness, lifelong learning, and competitivaneaa for 
, 

persons :l1ving in the arau, and 

'( 6r To improve the Ifay gover1Ullent does buaine.. in 

these' 
, 

, areas by streamlining regulations, encouraging local , . 
, I 

innovation, and targeting resourceS 80 that results can be 
imeasured a~d succeasea r.plicatGd~ 

. TITLE I ~- ENTERPRISE GRAJr.rS !!'OR 
, 
! EKPO!iEI!I!ENT ZOIll!!S AND ENTERPRISE COlIItuIII'l'IBS 

SEC. ,101. .AllTHQIU'l'Y • -~ la) IN GBIII!!RIiL. -- The Secretary 
, 


of Nousing 
, 

and Urban Development, the Secretary of Agric~lture. 


and the Se,cretary of the Interior are each authoril&ed t in 

accordance with the provisions of this title. to make enterprise 

qrants for empowerment zones and enterprise communities that ere 

designated pursuant to law in urban areas, rural arecs, and 

"Indian reservations, respectively. 

(b) .GRAN'l'S. -~ (1) AUTHORIZATION OF APPROPRIATIONS. 

There is ,\uthori¥ed to be appropriated for fiscal years 1993 and .. 
1994. to iamain available until expended, a total of $513.500.000 

for enterprise grants under this title. Of this amount, up to 

S50,OOO,000 may be used by the Seeretarycof Housing and Urban 
, 

Development (A) to assist in the development of the comprehensive 
Istrategio iplans described in section 302(b). or (9) to enable 
, 

distressed communities to develop and implement coordinated ,, 
economic strategies.

I 

http:GRAJr.rS
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I 

(2) !rECIIlIlCAL PROVISION. --Th!. section constitute. the, 
'subsequent

I 
authori~ing legislation" referred to in Title XII of 

I 

Public Lawl 102-368 (Dire Emergency Supplemental Appropriations 

Act, 1992)[ 
I 

(3) DOLLAR LIlIITS. -- (AI -- No 
I 

enterpriBelgrant for an empowerment Eone may exceed -
I 
(i) $30 million per year in the eaee of an urban zone, 

or I 
(ii) $10 million per year in the CaSe of a rural 

. I 
or Indian 20ne. 

I
lSI ~RISE COKKoHITIES. No enterprise grant for an 

i
enterpr1seieommun1ty may exceed-

i 

(1) S3 million per year in the caBe of an urban zone, 

or 

(11) S1 million per year in the case of a rural or 

India.. zone. 

(e) GRANT !!:ERN. -- Each enterprise grant shall be made 
: 
, 

available over a period of not to exceed five years. 

(d) ~lIINISTRATlVE COSTS. -- The appropriate Secretary is 
· ·Authorized; to permit the local 9ov-ernment to use enterprise 

qrants for: administrative costs, as defined by such Secretary, 

incurred in connection with empowerment zOnes and enterprise 

communities. Any auch authority shall be included in the notice 
i 

referred to in section 205 of this Act. 
I 

SEC. 102. LIHI'l'ATlON ON lISE 01" FlllIDS. -- No enterprise 
Igrant received under thi. title (or any State, local, or private
I 
· 
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8Belated in connection with the zone or c~unity shall keep such 

I

recorda as,mey be.reaeonably necessary to disclose the amounts 


and the disposition of'enterprise grante received under this 

, 

title and to ensure compliance with the requirements of titles I 


and II this Act. 


Ib) ACCiISS 1'0 1lOCIIIIEIn.'S. -- (Il BY !l'llB Al'PROPl!IA!I.'B 


S!~Y. -- The appropriate Secretary shall have access for the 


purpose of sudit and examination to any books, documents, papers, 


and records of the local government, State, persons, businesses, 


and other entitiee t·hat are pertinent to assistance received in 


connectionlwlth, and the requirementa of, titles I and II of this 


Act. I 
(2) BY !l'llB COMPTROLLER GENERAL. -- The Comptroller General 

I
of the United States, or any of the duly authorl~ed 


representatives of the Comptroller General, Shall alao have 

I 


acceSs forjthe purpoae of audit and examination to any booka, 


documents, ~p8pers, and records of the local 9overnment, Stat., 


persons, businesses, or other non-Federal entities that are 


pertinent to assistance received under, and the requiremente of, 


title I And II Of this Act. 


(3) lIY!l'llB IlA!l'IONAL ~EKY or SCIBliClIS. -- The National 


Academy of Sciences and its contractors shall have acceSs for the 


purpose of the atudy required by section 206 of this Act to any 


books, documents, papers, and records of the local government and 


State. 
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resources available in connection with a Federal empowerment Eone 
I 

or an enterprise community) may be used to-replace other public 


funds previously used, or designated for use, in an-empowerment 

I 

zone or enterprise community.
1 

SEC. 103. l'BRFORlIAHCE BYALIlA'l.'IOli. -. la) ANIIlIAL REVIEW. - 
I 

The appropriate Secretary, in consultation with the Enterprise 

Board established under title II, shall annually review the 

parformance of the local government in achieving the benchmarks 

contained in its strategiC plan approved pursuant to law. In the 
I 

event of Bubstantial noncompliance with a strategic plan or 


failure to: make progress in achieving the benchmarks set forth 
, 
therein, the appropriate Secretary, in conaultat1on with the 


Enterprise,Board, may take action, including withholding Or 


re~ucin9 enterprise qrant amounts or requiring appropriate 


changes in the strategic plan. The appropriate Secretary, in 


conjunction with the Enterprise Board, may approve changes in a 


strategic plan upon request of the entity or entities responsible 


for implementing the plan. 


(b) REPORTS. -- The appropriate Secretary may require the 


loca~ and ~tatQ governments to submit such reports as may be 


necessary to carry out such Secretary'. review responsibilitie. 


under subsection (e). 


SEC. 104 • RECORDS. RBPORTS, .Nm AtJDITS. -. 


(0) EEEPING OF RBCORDS. -- The local government and the 


State for an approved empowerment zone or enterprise eommun1ty 


under thlS,Act and persons, businessee, and other entities 
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1 TI'l'L2 :II -- ENTBIU'RISE liOA1ID; AllTIIORIZMION 
I 

1 AIID DtJ'l'IES 
I 

SIIC. 201. CREA'l'ION or ENTBRPRISE liOA1ID -- There i8 hereby
I

authorizsd,the creation of an "Enterprise Board' compose~ of the , 
Secretaries of Housing an~ Urban Development, Agriculture, the 


Interior, the Treaoury, Health an~ Human Services, t~ucation, 


I
Labor, Commerce, Veterans Affairs, and Transportation; the 

Attorney General; the Administrator of the Environmental 

Protection'Agency; the Administrator of the Small Business 

Administration, the Director of the Office of National Drug 
1 

Control Policy, and up to 11 other members as may be designate~ 
,,

by the President. The Secretary of Housing and Urban Development 
I

and the Secretary of Agriculture shall be co-chairs of the 
i 

EnterpriseiBoard. 

SEC. 202. I!:STABLISI!KEII'r OF S&LI!C'rION CRITERIA. The 


Enterprise Board shall establish selection criteria for 


d$eiqnetinq areas aB empowerment zones and enterprise 


communities. The criteria shall be consistent with section 2 of 

, 
, 

this Act and shall require consideration of the effectiveness of 

the strategic plans end assurances to implement such plans 

submitted ~y entities that nominate areu, to be designated as 

empowe~en~ zones or enterprise communities pursuant to law. ~hQ 
I

Board shall, publish the criteria in a notice in the Federal 

Register. I 

I 
SEC. 203. PARTICIPATION IN O'l'ImR nDBIUIL ASSISTANCE,, 

PROOlUUl:S. The members of the Enterprise Board, to carry out 
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Ithe purposes of this Act, shall take such steps as may be 
I 

necessary to facilitate the award and use of assistance within 

their jurisdictions in empowerment .one. or enterprise 

communities. Such steps may include expediting review of any 

request for assistance in zones and communities and giving 

preference to requests for competitive assistance for uSe in 

tones and eo=munities. 
I, 

SEC. 20t. WAIVERS. -- (al Iii Gl!lll!lllU.. --The I!nterprise 
i 

Board 1s authorized to waive any provision of Federal law or 
i 

regulationradministered by the Secretary of Housing and Urban , 
Development, the Secretary of Agriculture, the Secretary of 

I
Health andrHuman Services, the secretary of Labor, or the , , 

r
Secretary of Education, if the Board determines the waiver ia 

necessary for achievement of the purposes of this Act with 

respect to an empowerment £one or enterprise community. No 

waiver may ,be granted under this section of eligibility and 

benefit. under the Social Security Act or the food Stamp Act, or 

of any law Or requlation re5pecting public or individual health 
.. 

or safety, 'civil rights and non-discriminat.ion, enviromnental 
,

protection, labor relations, labor standards, occupational health 

or safety, 'pensions, taxation, or any oth:Sr law or regulation 

that the Attorney General shall by requlation determine. No 
I 

waiver may ,be, granted under this section that would have the 

effect of increasing direct Federal spending above levels that 

would have ~ccurred in the absence of the waivers. 
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(b) ,CONSDL~TIOH. -- Before approving a vaiver of a,, 
requirement of lav or regulation under sub$ection (a) that 

applies specifically to a program, the EnterpriBe Board ahall 

consult with the agency responsible for the odmini.tration of the 

program. The appropriate Secretary may receive regueata for 

waivers under this section and shall intorm the requesting party 

of the disposition ,of the reque.t. 

SEC. 205. IXP~IOH. -- In consultation with the 

Enterprise Board, the appropriate Secretaries Bhall, by notice 

jointly published in the Federal Regiator, establish Buch 

requirements as may be necessary to carry out the provisions of 
Ititles I and II of this Act. Such notice shall describe the 

criteria Dnd procedures to be used by the Board in considering , ' 

the waivers authorized bY section 204 of this Act. 
, 

SEC. 
; 
2QIi. STUIlT OF EFPECTlVEIlESS. -- (Ill) III GENERAL. --The 

Enterprise Board ahall within 3 month. of the date of the 
" 

enactmentiof this Act, CAuse a contract to be made with the 

National ACademy of Sciences (the Academy) to conduct a study of 

the effectiveness of the grants authorized in title I of this 

Act~ the waivere And other assistance Authorized in title II, and 

the incentives provided in the Revenue Reconciliation ACt of 1993 

in achieving the purposes of this ACt in empowerment zones and 

enterprise communities. 

(b) CONDUCT OF ,STDDY.--If the Academy contracts for the 

conduct of the study described in subsection (a), the ACademy, 
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shall develop a study methodology and shall overs&e and manage 

the conduct of suoh study. 

(e) RBPORT5.--The Academy shall submit to the Pre8ident, 

the Congress, and the Enterprise Boazd - 
I 
(1) not later than July 1, 1997, an interim report 
I 

setting forth the findings 88 a result of such study, and 
1 

(2) not later than July 1, 2003, a final report setting 
I. 

forth the findings a8 a result of such stUdy. 

Both reports may include recommendations as to whether changes in 

the number or 8i2e of e~powerment ~ones or enterprise c~unities 

would enhance the·achieve~ent of the purposes of this Act. 

(d) FUNDING.-- There are authorized to be appropriated to '. 
I 

carry out the study and reports described in this section such 
i 

sums as are necessary for fiscal year 1994 and eaeh succeeding 
I

fiscal yeat. 

TITLE III -- PUBLIC SAl'E'l'J' AND COlOOlllI'l'Y POLICING ASSIST.A:llCE JICl' 

SBC. 301. 

POLICING GIIANTS (a) In general. - 

(1) The Attorney General is authorized to m~ke grants 

in ar&as designated by law AS empowerment zonea or enterprise
I 

communities:, to increase police presence,~ to expand and improve 

cooperative' efforts between law enforcement and the community,, 
I

and to help otherw1se assure publiC safety. 
I 

(2) The Attorney General may also make grunts under 
, 

paragraph (1) of this subsection in areas in Which, as determined 
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by the Attorney General, there is a need for additional public 


safety and policing related assistance. 


;(bl Preference. -- In mllkinll Ilrants under subaection 


(al of this section, the Attorney General shall \live preference 


to areas designated &s empowerment ~ones or enterprise 


communities. 


(cl Consultation required. -- In making grants under 


aubsection (a) of this section, the Attorney General shall 


consult with the Enterprise Board, as appropriate, to ensure that 

any assistance provided is consistent with any assistance 

provided under title I and any assistance authori~ed under title 

II. 

I(d) The authority extended to the Attorney General to 
,

make qrants, under this title supplements, and in no way affect. 

. I 
or 1mpal.rs, the authority of the Attorney General to make grants, 

under the 'Omnibus Crime Control and Safe Streets Act of 1968, as 


amended. I 


SBC. ADTBORIZATION OF APPROPRIATIONS. 

There is authorized to be appropriated to the 
, 

Attorney General for grants under this title $250 million for the,,
fiscal year ending September 30. 1993, and $250 million for the 


fiscal ye~r 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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(c) This section connitutes "sul:>sequent authorizing 

legielation" referred to Title XII of PUl:>l.I.c La",' 102-368 (the 

Dire Zmergency Supplemental Appropriations ACt of 1992). 

SBC. 303. . PBRPORHANCB ~IOH. 

(e) Perfomance review. -- 'lhe Attorney General shell 
Ireview thelperformance of each grant recipient under this title. 
I 
(b) Report",' -- The Attorney General may require a 

grant recipient to 8~it BlOCh data and infomation to the 

Attorney General 8S the Attorney General deems reasonable 

necessary to carry out the Attorney General's responsibilities 

under subsection la) of this aection. 
! 

SBC. 304. 

(a) By the Attorney General. -- '!'he Attorney General 
I 

shell havelaccesB for the purpose of audit and examination to any 

books, documenta, papers, or recorda of a grant recipient under 

this title, as ",ell as the recorda of State and local, 

governments, personal businesses, and other entitles that are 

pertinent to assistance provided in connection with this title. 
, 

(b) By the Comptroller General. -- The provisions of 

subsection aa) of this section shall also apply ",ith respect to 

audits and examinations of non-federal entities conducted by the 

Comptroller General of the United States or by en authorized 

representative of the COmptroller General. 

SEC. 30S. 
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•The Attorney General is authorized to promulgate such 

regulations ae the Attorney General may deem necessary to carry, 

out the purposas of this title. 

SEC. 306. 

Title XII of "An Ant making supplemental 

appropriations, transfers, and rescisaions for the fiscal year, 

ending September 30, 1992, and for other purposes" (Public Law 

102-368, 106 Stat. 1117, 1160-61), i8 amended by adding -

(1) ., including public safety and policing grants made 

under title III of the Economic Empowerment Ant of 1993," after 

"rejuvenate neighborhood.-; and 

(2) "public safety and policing grant. made under title 

III of the Economic Empowerment Act of 1993;- after -Treatment 

Improvement Program under section. 301 and 509G of the Public 

Health Service Act, ao amended by Public Law 102-321;". 


