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Challenge Grant Options for all 110 Zones

An Interagency Council will issue a challenge to all interested
applicants to formulate, in full partnership with the affected
community, & comprehensive strategic plan (“"CSP") to enable
enterprise to flourish in the tsrgeted area.

The Interagency Council's challenge will include criteria for
evaluating the C5F in order to fully inform interested
applicants. ., The criterig include:

+ coordination of local, state and federal programs and
permits across jurisdictional lines and among categories in
order to provide serxvices essential to growth of enterprise
on the most efficient, effective, entrepreneurial ang, as
appropriste, deregulated basis

« extent of tangible private sector commitment and
participation (ingcluding for-profit firms, non-profits,
universities and foundationg) and complementary
contributions, deregulation and incentives from state,
region,'and locallty to promote growth of enterprise

]

. ipnovation in building off of existing assets and
leveraging both current federal programs and new initistives
to provide access €O capital, to assure safe streets [and
schools?]), to develop higher skills in the workforce, and to
promote; enterprise

+ extent to which affected communities and residents are
full partners in developing plan, share responsibility for
implementation, and are empowsred to develop self-sustaining
institutions in which they have an ownership stake

« certification of jinsurance availability and elimination of
all redlining

. effac%ivan@&& of C8P, and enforceability of commitmants,
to enable targeted area to become an integral part of--and
to empower its residents to becoms full participants in-~the
local region's economy

« objective benchmarks for measuring progress in thus
promoting enterprise, reporting results, and proposing mid-
course corrections in CSP

In consultation with the Interagency Council, the Designating
Secretary will

« review the C8Ps submitted pursuant to these criteria

+ designate both the Economic Empowerment Zones and the
Entarprise neighborhoods, subject to Designating Secretary

.



apprnvai of CSP

. apprave, with such modifications sg are mutually agreed
with the applicant, each CSP.
i

This Challenéa Grant provess will enable applicants to reinvent
themselves to promote enterprise, however, only to the extent
that the federal government ig just as responsive, innovative and
flexible. WwWith respect to new funds, we therefore propogse an
Enterprise Grent. This Grant will have only two strings: a
requiremant ta adhere tO basic anti-discrimination requirements
and an obligation to use the grant in accord with the approved
CSP without supplanting existing federal support.

There are three options with respect to existing federal
programs:

* using the Stimuiug Package as a model, seek legislative
authority for the Secretaries on the znteragency Council to
devalap criteria for general walivers within specified
guidelines ang programg

. 1ncra§$a the Enterprise Grant beginning in FY 95 by an
agreed ‘amount and sesk lower appropriations from a range of
existing programs (a form of "set aside’ that the
Administration can initiste through its own annual budget
praaags}

« geek immediate Congressional approval for general walvers
across a specified range of programs relevant to promoting
enterprise in a targeted area.

The third agproach is most in keeping with our basic goal of
rginventing government and would be strongly supported by the
mayors and governors, if not also the comsunity groups. We do
not know, however, whether Congress would be as willing to go
along with such & radical restructuring. It might also give
pause to some of the Secretaries as they make plans to initiate
new national programs.

The first spproach will provide substantial flexibility and
respongivenasg compared to the current situation. With
occasional White House intervention to resolve major policy
disputes, the Designating Secretaries, working in cooperation
with the Interaganay Council, could

. devalop reasonably gensral and flexible criteria for
general walvers within programs and

» provide a single polint of coantact for all applicants.,
In addition, the Segretaries of Labor, HHS, and DoRd wish to

cperate a series of demonstration projects in some number of the
approved zones. These demonatrations would include general
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challenge mr&teria yalated to the other elements of the C5P; and
each Secretary, in cooperation with the Designating Secretary and
thé Interagency Council, will select the winners for these
demongtrations based on the manney in which the applicant
integrates its proposed demonstration into the overall CSP,

#With the coeperation of Congress and the spplicant ¢onstituents,
we could proceed to implement the second alternative beginning in
the budget for FY95 or ¥FY9E in order to provide even mors
flexibility.. By that time, we should also be in a better
position to determine whether s more comprehensive "relnventing
government” initlative based on walvers ecross programs or &
saries ¢of cross-cutiting challenge grants should be proposed.

Finally, the on-going process of review and evaluation would
include fouﬁ haslic elements:
. annual review of the process of lmplementing the (8P, with
Secretary review of such revisions to the CEP as the
applicant may propose

+« blennial review of progress in achieving the benchmarks
egtablishaed Iin the C8P, with such revisions to the £8P as
the Secretary and the applicant may agree

i
» review of performance in promoting enterprige every five
years, with Designation subjact o termination or Enterprise
Grant and other inducements subject to veduction by
Sacretary, unless CSP revised to satisfaction of Secratary
and applicant

« independent evaluation contracted by National Academy of
Sciences, with report to Congress, the President, and the
nation at the end of vears five and year ten.

e



i

£ .
SENT BYiXarox Teiezsgier 7020 | 3«78«83 1 12147 3 The Ehite Hiusp= 702 458 2223:%# 2

,/& 8{«-@
'ﬁ@,{‘g&"’// @

8hﬂrt1y after you took office, Bob Rubin end Carol Rosco
asked Gane Sperling and Bruce Reed to set up & joint NEC-DPC
interagency working to work on community development and
smpowerment. We falt that it was critical to make this a joint
NEC-DPC working group so that thers existed a vehicle for
considaring 8 comprehensive strategy that could rathink all of
urban policy. A joint- task force would ensure that we Created a
vehicle to consider the interconnsctions between all aspects of a
comprehensive urban strategy «~ from child care to acress to
capitel to school reform to criminal justice. The ultimste aim
is to rethink a comprshensive spproach to community development
and economic empowsrment in both economically disadvantaged urbsn
and rural areas.

The £irst piece of a new community development strategy is
an sconomic ampowarment plece, For the past twe months, the
policy shops at HUD, Treasury, Agriculture, Commerce and OMB have
worked with NEC and the DPC in fleshing ocut thse main componants
of the sconomic empowerment proposals you spoke of. In
developing the attached propossls, Gene and Bruce asked the
participants in the working group to seek to sccomplish the
dual-challenge of both stepping back and moving beyond the status
guo with new thinking and innovation, while also stepping forward
with specific propoesls that could bs passed this apring ss part
of your initial budget. The propoaals that make up the community
development and sconomic empowerment pilece presented here --
enterpriss zones and community development -~ are bolder and move
innovative that anything that has been presontad before by a
Pragident or & presidential candidate. While we racognige thet
Cangressional reality pnay force us to temper these more ambitious
proposals, we nonetheless belleve the attached proposals can be
pasged into law and make the first step in moving us in the right

direction. |
l
Principles:

In davaloping proposals £46r an economic vmpéwatmant pleca, we
roliad on the daglic principles you outlined in the campaign.

1. Emphasie on Egonomic Growth: The best urban policy, the best

sccial policy, snd the hest andi-poverty peliicy is a
comprehenglve atrategy for economic growth.

Z. Empower .poth Communities and People: Some enterprise
proposals, ‘focus only on ampowering and improving a epecific
sconomically depressed place. Othara, call for ignoring place,
and focusing on ampowering pecple to prosper ~- even through
incentives thet lead them to move out Of the economically
depressed args. We foel sur xonse ehould have vehicles to promote
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both. Only ampowaring people, can gllow depressed places to
become aven more isolated and depresased. Only foausing on
improving the plsce, denies the importance of cur strong valuss
of empowering sll Americans with the tools to prosper snyway ond
anywhere they want.

3. We Need To Reinvent Government: In this ares more than any
other, the 0ld answers don't work anymore, .and ws nead to launch
a naw era of bold, pereistent eaperimentation. Therefore an
egsential an &ntegral part of our enterprize zone proposal »-
perhaps even ite primary element ~- will hae s major foous on
reinvaatiagfqavarnmsnt and cres&éting zones that will garve as
laboratories of democracy whare communities will get more £reedom
to try new approaahaa, but will also ba called upon to
damenatratalxasulta.

4. Bottom-Up Innovation: National leedership must come from the
Prealdent, but the ultimate sclutions must come from the bottom
up, from ﬁammunitiaa and individuals willing to help themsalves.
These proposals challenge communitiss to design their own answers
ard roward them for initiative, innovation and resulte., At the
game tims, tha pelicies will not only give pecple mors
opportunity) but inspire them to take more raapnnaikility for

thaeir ocwn lives,
8; Xnvaatmagt Should Be in Communities:

6‘ A Step in a New Direction: As aaveral participants stated in
the first meeting, there are many dead bodies on the past rounds
of reformers who sought to solva urban problems overnight. wWe
start from the premige that we are not going to fix thase
probleme ﬁvaznight end that it will be up to the communities
whether they will be fixed at sll. But we can maeke & major atap
in & new and productive direction.

ECONOMIC mwmzuw STRATEGSY:

We haiiave that the sconomic ampowermsnt portion of your
comprehensive community development gtrategy should include four
'major piecen: economic empowerment zoneas, community development
banka, CRA reform, and community pertnerehips against crime. As
we mantigned above, this is only one saction of what your
adminigtration hopes to accomplish in poor communities through
hoalth care reform, childrens' agenda, welfare reform and so on.
Ouy smpcwnrment agenda is maant to maximize the return on those
investrents end to help those communitiee Yastors the basgic
conditions they need to succeed: ssfe streets, access to capital,
and above all new and expanding busineases that generstes new

Jobs. S .

The &ttacha& memos present datailaﬁ nptians for the economic
empowarment zones and community partnarehips against ¢rime. A
community &gvalnpment bank proposal will ba ready nest weak.

i
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Duringftha campaign, you pledged to creste 75 o 125
comprehensive urban and rursl snterprize zones, Congress enacted
federal enterprize xzones in 1987 but the Mministration refused
to desgignete any zones. In October 1992, Congress passed HRIL -~
with tha leadorahip of then Senstor Bentsen, which Bush then
vatoed last Novembar. HR11 would have provided fedoral tax rolief
for 30 enterprise zones. Demograts who were oriticel of providing
straight tax relief sdded on 8500 million 2 year on a broad array
of programe{within aach zone and called them "gnhanced enterprise
Zones., .

RCONOMIC m?owzmm ZONES:

Reason for Reform: As the entsrprise zones passed the Congress Bo
recently, there is cartainly a logic in simply sending back s
bill that was a proven winnar. Yat, our entire working group wasg
unanimous in the view that the traditional forms of enterpriss
2on68 ware 'eimply not sffective. In particular, the working
group strongly believed that enterprise zones must 1) be more
focused, because when they are spread toc thin, there is too
little resources to ever make a major difference. 2) Everyons
balieved that tax incentives by themsslves would not be
affective, end that we nmust move further in the direction of the
compraheneive approach you spoke of during the campaign. 3)
Everyons believed that we must 8100 include olements that sought
to ampower individuals as well as communities, by offering tax
credits and access to equity ideas for individuals, 43 We sll
agreed that reinventing government must be an integral part of
asch and every dollar spant in an economic empowarment zone.

H

CONSENSUS PROPOSAL:

This memo will procaad by first presenting what has amerged --
with only minor exceptions ~- 88 a consengus proposal. Following
that, we will present optlons aanaarniqg maior dacisions,

Summary of Proposal:

i. Chelienge Grant -- Reinventing Government: There was a strong
fealing that any efforts to spur ampowerment in Jepressed arams
could not be succeesful, unless thara a ventarpliece Of our
propoesel wes a reinventing government element. The ¢Obstacles in
the curraent way of doing business wes aean in the fact that there
is 2oo much duplication of effort, too little coordination of in
tha way that government currently does ecsonomic development, and
no strategy for allowing local govaernmants to targat apeciasl
atrategies to thaiy specisl economic naeds. Federsl, stats, and
local efforte teke placa with no coordination or oversll
strategy. Furthermore, there was a strong feoling that community
econonic development reqguirss horizontal strategies, while too
many of the federal programg are vertical, and do not teke into
ancount ths heed to coordinate different sresas under on larger
gtrategy.
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Thersfore, we propose thst our entire sconomic empowermant
proposal be run through a competitive challengs grant process.
Applicants for the 10 economic esmpowerment gones would have 1o
present s strategic egonomic developrant propeosal that shows how
it all the federal, siate, local and private funde would be
coordinated for an aconomic development proposal. ?urtharmnxa,
thay would have to aim for significant coordinstion of
comprehensive strategies -~ that would include both a capital
aocess and work-force developmant plan. The selected zones would
be given a chance t¢ reinvent government through the following
vehicles: one, they would be given an Enterprise Block Grant -~
dascribed below «- 1in addition to the tax incantives and two,
they would be given significant flexibility and deragulation with
existing funds, an 1o how they would implsment their sirategic
plan. Finally, it {8 our hope that a2s wa come forth with other
reforms -= heslth oars, education -~ those Ssoretariss would wish
t¢ allow the zones to have furthar flaxibility in experimenting
or devieing atratagiaa t© be used within the zone and cooprdinated
to the zcna‘? larger strategy.

4. 10 Economic Enterpriss Zones snd 100 Enterprise Neighborhoods:
The working group was unanimous in its belief that the only way
that we ¢ould ever know if the empowerment zone idea could ba
sffective was to have greatsr resources in fewer zonas. On tha
other hand, we also recognizad the difficulties thet could taks
in Congress with a hill that would go to only 10 cities
nationwlide. We therefore have designod a two~tiar approach: We
wvall for 10 small sconomic empowerment zones, that, have basn
chosen through the challengs grant process, would rae&iva a
considerable  rescurces and deregulation to implemeant their plan.
Whila B0% of the funds would go ¢ tha 10 zones, there would be
100 additional Comprehensive NHeighborhood Zones. The 100
Comprehensive Neighborhood Zones would be communities that
presented satisfactory plens through the competitive grant
process. They would receive the same capacity for deragulstion as
thoee in the 10 Reonomic Empowermant Zones. Furthermors, they
would be eligible for additionsl Community Development Banks, and
funds from the pool of socisl investmaent availabls to the iQ
Economic Emgewexwant iones,

3. Comprehensive Approach: The working group agrees that we must
continue in the direction of allowing a comprahensive appraach
that moves beyond reliance on only tex incentives. Indeed? there
was widespresd skepticism in the group converning tha efficacy of
tax incentives alone to dramatically affect behaviors. On the
gther hand, mogt -~ though not all -~ of the members ¢f the
working group believad thet while we should move toward
conprehensive approach, our foous in tha econonic empowerment
zonae, should still focus on incentives and plans thet hsve thelr
anchor in economic development.

4. Elemante of Hoonomic Empowarmant Incentives: In devising the
list of incantives that would be part ¢of our economic empowerment
proposal, wo divided tham into the major revenue items -~ which

!
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ars available only for the 10 Economic ampowerment gones, and
other items that would be available both in the 10 Economio
enpowerment zonss and in the 100 Comprehensive Neighborhood
Zonss,. Thug, the main elemsnts of our comprehensive zones should
o ’

Capital Incentivee:

worker-kraining Incentives:

"Resident Empowerment Incentives:

ﬁmpmwafmant Block Grants:

Partna?shipa Againat Crime:

Stretegic Plan Weivers: all 110 communitiaes that presented
satisfactory plane for aconomi¢ empowerment zones should

3

|
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Shortly after you topk office, Bob Rubin and Carcl Rosco
asked Gene Spaerling and Bruce Reed to set up a Joint REC-DPC
interagency working to work on community development and
empowerment. We felt that it was critical to make this a joint
NEC~DPC wmrking group s0 that there existed a vehicle for
considering s comprehensive strategy that could rethink all of
urban policy. A joint- task foroce would enusre that we created a

“wehicle to consider the intercomnections between all aspects of a

comprehengive urban strategy -- from ¢hild care to acgess to
capital to school reform to criminal justice. The utlimate aim
is to rethink a comprehensive approach to community development
and economia enpowarnment in both economically disadvantaged urban
and ruralfar&aa.

¥

The first piece of a new community development strategy is
an eccﬁamic empowerment plece. For the past twoe months, the
policy shops at HUD, Treasury, Agriculture, Commerce and OMB have
worked with NEC and the DPPC in fleshing out the main compoments
of the economic empowerment proposals you spoke of. In
developing the attached proposals, Gene and Bruce asked the
participants in the working group t¢ seek 0 accompligh the
dual-challenge of both stepping back and moving beyond the statusg -
gue with new thinking and innovation, while also stepping forward
with specific proposals that could be passed this spring as part
of your initial budget. The proposals that make up the community
development and econamic empowerment piece presented here --
enterprise zones and community development -~ are bolder and more
innovative that anything that has besn presented hefore by a5
President or a presidental candidate. While we recognize that
Congressional reallty may force us to temper these more
amibitious proposals, we nonethless believe the attached
proposals can be passed into law and make the first step in
moving us in the right direction.

Principles:

In d&veloéing proposals for an economic empowerment plece, we
relied on the basic priniciples you outlined in the campaign.

1. Emphasis on Economic Growth: The best urban policy, the best
social policy, and the best anti-poverty policy is 8
comprehensive strategy for economic growth.

2. Empower both Communities and People: Some enterprise
proposals, focus only on empowering and improving a specific
gconomically depressed place. Others, call for ignoring place,
and focusing on empowering people 1o prosper -« even through
incentives that lead them to move out of the economically
depr&sseé area. We feel our zones should have vehicles to promote

£



both. Only empowering people, can aliow depressed places to
become even more isplated and depressed. Only focusing on
improving the place, denles the importance of our strong values
of empowering all Americans with the tools to prosper anyway and
anywhere they want.

3. We Need To Reinvent Sovernment: In this area more than any
other, the old anavers don’t work anymore, and we need to launce
a new era of bold, persistant axpgsrimentation. Therefore an
assential an integral part of our enterprize zone propogal «-
perhaps even its primary element -- will be a major focus on
reinventing government and creating zones that will serve as
leboratoreis of democracy where communities will get wore
freedome to try new approaches, but will also be called upon to
demonstrate results.

4. Bottam~9pflnnavation* National lesdezrship must come from the
President, but the ultimate solutions must come from the bottom
up, from communities and individuals willing to help themselves.
These prapasals challenge communities to dasign their own ansvers
and reward them for initiative, innovation and results. At the
pame time, the policles will not only give people more
upportunity, but inspire them to take more responsibility for
their own lives.

5, A Btep in a New Direction;: As several participents gtsated in
the first meeting, there are many dead bodies on the past roads
of reformers who sought to solve urban problems ovaernight. We
start from the premige that we are are not going to fix these
problems overnight and that 1%t will be up to the communities
whether they will be fixed at all. But we can make a major step
in a2 new and productive direction,

ECONOMIC EMPOWERMENT STRATEGY:

We believe that the economic empowerment portion of youx
conprehensive community development strategy should include four
major pieces: economic empowerment zones, community development
bankg, CRA reform, and community partnerships against crime. As
we mentioned above, thisg is only one section of what your
adminigtration hopes to accomplish in poor communities through
health care reform, childrens' agenda, welfare reform and s0 on.
Our empowerment agenda is meant to maximize the return on those
investments and t0 help those communities restore the basic
congditions ' they need to suceed: safe streets, access to capital,
and above all new and expanding businesses that generate new
jobs. ;

The attached memos presnete detalled options for the economic
empwerment. zones and community partnerships againat crime. A
community development bank proposal will be ready newx woeek,
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ECONOMIL EMPOWERMENT ZONES:

During the campaing, you pledged to create 75 to 125
comprehensive urban and rural enterprize zones. Congress enacted
federal enterprize zones in 1887 but the Admindstration refused
to designate any zones. In October 1982, Congress passed HRI1 --
with the leadership of then Senator Bentsen, which Bush then
vaetoed last November. HR11 would have provided federal tax relief
for 50 enterprise zones. Democrats who were critical of providing
straight tax relief added on 8500 million a year on a broad arxray
of prmgram§ within each zone and called them "ehanced enterprise
ZOnes. : '

Reason foriRefom* As the enterprise zones passed the Congresa 80
recently, thare is certainly 8 logic Iin sinmply sending back a
bill that was a proven winnmer. Yet, our entire working group was
unanimous in the view that the traditional forms Of enterprise
zones were simply not effective. In particular, the working
group strongly balieved that enterprise zones must 1) be more
focused, bécause when they are spread too thin, there is too
little resources to ever make a major difference. 2} Everyone
believed that tax incentives by themselves would not be
effective, angd that we must move further in the directien ¢of the
comprehensive approach you spoke of during the campaign. 3}
Evervone bhelleved that we mpust also include elements that sought
o empower individuals as well as communities, by offering tax
credity and access o egquity ideas for indiviudals., 4) We all
agreed that reinventing government must be an integral part of
each and ﬁ?ery decilar spent in an economic empowerment zone.,

t

1
CONSENSUS PROPOSAL:

THig memo will proceed by filrst presenting what has emerged ~«
with only minoy exceptions -- as a consensus proposal. Following
that, we will present options concernign major decisions.

Summary of. Proposal:

. 1. 10 Economic Enterprise Zones and 100 Enterprise Neighborhoods:

The working group was unanimous in its belief that the only way
that we could ever know if the empowerment zone idea could be
effective was to have greater resources in fewer zones. On the
other hand, we also recpgnized the difficulties that could take
in Congress with a bill that would go to only 10 cCitiesg
nationwide. We therefore have designed a two~tier approach: wWe
call for 10 small economic empowerment zones, that would recieve
a aan&iderable resources through or

smaller an§
bBuring the campaign, the three main proposals for our urban

empowsrment piece was community development banks and enterprize
zones. In developing these proposals, Bruce and Gene have asked
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the membaé& of the working group to aim for the challenge of both
stepping back and
i

and lookingWhile we have
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H
. EXpCUTIVE SUMMARY
COMPREHENSIVE ENTERPRISE NEICHBORHOGDS

I. Bligibilicy
. ?bjaative criteria for CEN--

i Minimum Population

! Urban 15,000
Rural 5,000
Maximum Population 100, 000
X Maximum Area in Sguare Miles
Urban 20
Rural 1660
Maximum npumber of non-contiguous
areas
Uxrhan 3
Rural, if within state 3
Rural, if multi-state o
Maximus nunber of States
; Urban 2
1 Raral 3
1 Minimum % of Households in Poverty
In 0% of tracts 35%
In 90% of tracts ' 25%
In 100% of tracts 20%

Additional Rules:
, 1.CBD may be included iff at least 35%
poverty rate
2. U population tract smay be included
3. Tract with 2000 or fewer residents
may ba included 1£f zoned 75% or more
commercial or industrisl {unless CBD)
4. Becretary have disgretion to waive iff
substantial compliance with criteria and
targeted area boundaries colncident with
state or local enterprise designation prior
to January 20, 1993 under state or local law

+ a‘grant process to challenge the local applicant to
develop a comprehensive strategic action plan, in partnership
with the affected community, to reinvent the way local, state and
federal government does business in order €0 ensble private
enterprise to flourish in even the most distressed areas

« sach applicant must demonstrate that it has a
conprehensive strategic action plan to provide gervices and
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comprehensive strategic action plan to provide services and
permits on a coordinated, respongive, entrepreneuriel and, as
approprinste, deregulated busis across local, state, and federal
lines anﬁ among relevant programs

* avaluati&n and approval by Secretary of local action plans
based upon the following criteria--

estent of partnership with affected local

community in formulating and implementing strategic
avtion plan

i
3
extent of innovation in uwusing existing essets,

marshalling public and private resources, ang

! coordinating and leveraging existing federal

T oprograms, hew investments, and Enterprise
Inducements {(a) to provide safe streets in

, the nelghborhood, (b) to expand enterprise

. and jobs in the neighborhood, (¢) to

i encourage self-sustaining institutions in

which residents have a full stake, (d) to

make the nelghborhood a dynamic part of the

relevant local or regional economy, and {(d)

to connect residents -in the neighborhood to

Jobs in the relevant labor market

extent of tangible private sector commitment and
contribution from the region to increasing enterprise;

the effectiveness, efficiency, quality,’
coordination, and entrepreneurial innovation in
idaliv&ry of all services (including public safety,
jadum&tion and training, small business assistance,
human services, family support, learning, work and
centreprancurial skills of all residents, physical
infrastructure, permitting and, as appropriate,
:d&r&gwlation} to promote enterpriser

the extent to which affected communities and
residents {including those who are working poor, poor
and unemployed) of the targeted area (a) participate in
developing plan, (b} take responsibllity for its
implementation, (¢} are full stakeholders in the
resulting enterprise, and (d4) participate in a8 course
of action to achleve personal and family self-
saffimi&n&y, prevention of drug and alcohol abuse and
teen pregnancy, and responsibility of every parent to
support and nurture their offspring;

gartification of insurance availability for the
targ&taﬁ naighborhood:

S

;
!

E
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. extent of bullding ascess to capltal, use of
community development financial institutions to make
gommexcial, business, housing and consumer loans,
connection to financial networks to promote community
investment, worker ¢ontroiled business, and -enterprise
in the neighborheod;

rehabilitation and contribution of publicly owned
property and infrastructure to promote enterprise:;

complementary state and local action,
regional coordination, fit with area transportation,
and other regional planning and ¢ooperation
+0 promote enterprise within the targeted
area and connection betwesn ares residents
and the relevant labor market

use of available federal, state and local bonding
authority, credit enhancement, gecuritization and tax
credits o promote enterprise:;

program to implement the National Education Goals:

the strength and guality of the state and loesal,
university, foundation, non-profit and private sector
contributions and commitments and the commitment pot to
supplant other federal support with federal
enterprize inducements

the effectiveness and enforceability of the

- commitments In the local action plan to enable CEP

to become an integral part of the local economy and to
empower its residents to become full participants in

. reglions economic mainstream

the relative level of distress in the neighborhood

performance objectives and measures, reporting on

. rgsults of action, evaluation and plan for
1midwaaursa corrections

II. Da&igéatian and Operation

- Designation of 60% of CEP's by HUD Secretary and 40% by

Agriculture Sscretary, in consultation with relevant Secretaries,
at Secretary’s discretion

+ Review, negotiation and approval of each local Strategic
Action Plan by the designating Secretary




; .

« Designating Secretary acts as single point of contact to
azsure flexibility and necessary waivers scross agencies tTo
enable Designee to ¢oordinate and to target all federal support
and programs within the CEP as Designee sees fit consistent with
approved Strategic Plan

+ Ten-year duration
+ Performance review by the Designating Secretsxy every year
with repoert on progress to each designees

» Based upon review of results at the end of vears 4 and 7,
Enterprise Block Grant subject to reduction or elimination or
Designation subject to termination by Designating Secretary,
unless local action plan revised to satisfaction of Secretary

III. Federal Inducements
A. Avallable to all CEP’'s
Defined Savings Plan

!
é Community Lending Initiative
} Community Policing, &Safe Streets, Cops on the Beat
Eligible for applying for innovative federal
pxperiments pursuant to challenge grant
{see attached list)

Tax exenpt Private Facility Bonds
Low Income Housing Tax Credit (130%)

Entaerprise Block Grants for
planning, starte-up and evaluation

¥

+ Available only to Demonstration CEN's

: Hew Frontier Homesteading-~Community Investment
! Corporation and Worker Controlled Enterprize
i

Credits for employers in targeted area for
wages ang expenses for training residents of CEpP

' {Targeted ETC for employers of CEP reglidents in
up te 3 urban {including 1 under 500,000) and 1 rural
LER]

. Capital and investment incentives for Qualified
¢ CEP Business and Qualified CEP Property ==~



Property expensing (section 179)

Accelerated depreciation

IV. Bvaluation and Sunset

. Independent review and evaluation of the process and
rasults ¢f CEP, with detailed review and reporting of results,

findings, and recommendations, first, in 1998 and, again, in 2003
following the decennial census

sPeriodic review by the Designating Secretaries, with the
Interagency Working Group, and report to the President and to the
Longreag Of the results, with mid-course gorrections aslrequir&ﬁ

*Sunset for the CEP legislation at the end of ten years.
i

;

- e .
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1 LIST OF FEDERAL CHALLENGE GRANTS FOR WHICH
, ENTERPRISE NEIGHBORHOOD ELIGIBLE TO APPLY
i .

Foreign Trade Zone {(Commerce)
Minority Business, Small Buginess, and Microenterprise (SBA}

Make Work Pay~-earnings supplement, medical protection, child
care and transportation, like New ‘Hope Project in Milwaukee (HHS,
Treasury)

JOBS Distressed Area Demonstration--intensive, longer term
training and community support, job matching throughout lasbor
market, with many more immediate benchmarks, like Project MATCH
in Chicgge (HHS )

JOBS welfare-to-work training, earnings supplements and employer
wage and training incentives (HHS)

Guarantee Jobs, require training and, as a last resort, work in a
community works program (HHS} .

Make JOBS open to two parent fomilies {(HHB}

Help ycﬂng people become self-sufficient before have children
{ HHS }

Parents Failr Share Projects and other pilots to assure that
fathers work and provide support for their children (HHE)
1

Youth Fair Chance, YouthBuild, and School~to-Work Transitionge-
link youth apprenticeship and aducation to egonomic and community
developmant projects in the CEN (DOL, HUD and DoEd)

One Stop Shopping and Opportunity Cards for job search,
retraining and other services (DOL)

2-year Employment and Training Tax Credit for residents of CEN
{not tied 10 categories of TITC) (DOL and Treasury)

Access to Opportunties, including transportation and Section 8-
Moving to Opportunity vouchers {(HUD, HHS, DOT)
I

HOME and PHA Tenant management and ownership (HUD)
Enterprigse School Communities (HUD, HHS, DOL, Cdmmerce}
Drug education and rehabilitation-to-work (HHES, DOL, DOJ)

H

%
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‘ MEMGMDUM F{}R THE PRE&Z%ENT OF THE UNITED STATES

:15 FROM: “THE C{)MMUNIT’Y EMPGWEWENT WORKING GROUP
- SUBJECT: JOVERVIEW OF ENTERPRISE ZONE PROPOSAL
-

- L ACTION~-FORCING EVENT

Almost one year ago, you toured Los Angeies after the riots and predicted that despite
all the media attertion and Presidential fanfarc, a year would pass and nothing in South

_ Central would changc You were right. With the anmvcmry of the L.A. riots just 2 month
“away and a verdict in the police officers’ trial likely in 2-3 weeks, we urge you to announce

© your long-term community cmpowermant strategy in the next 10 days ~— before these cvents
‘take place, .

. IL. BACKGROUND

. Shortly after you took office, Bob Rubin and Carel Rasco asked Gene Sperling and

. Bruce Reed to sel up an mieragency working group on community empowerment fo flesh out
. your enterprise zone and community developnient bank proposals. For the past two months,
" the policy shops at a half dozen departmenis have been working together on the project. The
" attached proposals incorporate ideas from HUD, Treasury, Agriculture, Commierce, OMB,
NEC, and DPC as well as gutreach eiforts to community groups and bzzsmcss

i - ' In developing these propom!s, we relicd on the basic pnnczpies you outlined in: your
‘fi‘camgazgn

: L 'E'i;é: hest urb;m policy, the best social policy, and the best anti-poverty policy is

.- economic growth. We don't nced another urban aid package; these proposals ought te be part
- of a larger national economic vision to restore urban and rural communities by cmpowering

- people to join the cmnomic maizzsircam.

‘ 2. Int this area, more than any mizcr, the old answers don't work anymore, and we noed
", 10 launch a new era of txzkd persistent experimentation. W envision a nafional network of
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ecOROMIC cmpowerment zones that will serve as laboratories of democracy, where
communifics will get more freedom to try new approaches, but will aiso be called upon to
demonstrate results.

3. In the end, the solution will come not from Washington, but from the bottom up,
from communitics and individuals willing to help themselves. These proposals challenge
communities to design their own answers, and reward them for initiative, nnovation, and
results. At the same time, the policies will not only give people more opportunity, but inspire
them f0 take morc responsibility for their own lives.

We're not g,{}iizg, to fix these problems overnight, and #t is up to the communities
themselves whether we'll fix them at all, But we can change the disastrous economic policies
of the last 12 vears; we can change the face of government in communitics where three
decades of federal efforts, however well-intentioned, has done seo little good: and we can
begin to change the something~for-nothing ethic that has permeated our culture from top to
botton in recent years. Janis 3‘, 7

'v\‘._‘\‘u'»’
0’%; bey O
I PROPOSALS . 3 P X

We believe that your community empowerment strategy should incorporate three main
proposals: economic empowerment zones; community development banks; and community
partnerships against crime. This is only a portion of what your administration bopes to
accomplish in poor communities, through health care reform, welfare reform, Head Start, and
so on. Our empowcrment agendz is meant to maximize the return on those investments, and
to help communitics restore the basic conditions they need to succeed: safe streets, aceess to
capital, and above all, new and expanding businesses that generato new jobs.

j

The attached memos present detailed options for the economic empowerment zongs
and for the community partnership against crime. A community development bank proposal
will be ready next week. Here is an overview of the major programs as we see them:

* Economic Empowerment Zones: We call for 10 Economic Empowerment Zoneg
that will receive substantial tax incentives for job creation, and 100 Enterprise Neighborhoods
that would gualify for a smaller range of incentives and inducements. Communitics will
compete for Enterprise Challenge Grants that give them broad leeway to design and carry ot
their own plans, but also hold them accountable for measurable results. We will give
businesses incentives to create jobs and individuals incentives to take them. These 110
communities will be.natural candidates for community development banks and community
policing, and could serve as ideal Iaboratories for a wide varicty of innovative federal
experiments already in the works, including national service, welfare reform, and youth
apprenticeship.
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* Community Development Banks: {explain where we are)
* Community Parinership Against Crime: (cxplain HUD proposal)

Together, these proposals move beyond the old left-right debate that the answer
te every problem Is more federal spending on the one hand or more tax breaks on the
other. They cffer real oppertunity te real people: a savings account, a cop on their
block, an employment voucher that will reward any business for giving them a job.
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Cﬂ?&f approach of the Republicans with the comprehensive approach of the Democrats, with

H
1¥. ENTERPRISE ZONE OPTIONS “E ,,L; I i " {

comprehensive urban and rural

During the campaign you pledged to create 75 to 1
enterprise zones. Our proposal would meet that mm;tmcnt by providing for 110 enterprise

zoness 16 Economic Empowerment Zones with tax mcentjyes and inducements, and

100 ether-gonesm.comprehensive Bnterprise Mighborhoods Q‘z%zgz‘ a sk-of loss expensive P *Q

incentives and inducements. [ Our consensus proposal combines both the 18X

an added twist —— tax incentives to empower residents in zones and give them a stake in the
economic success of their communities.

Ale Ty
The Plan for a New Dircction includes $4.1 billion for new investment msuclm—piaa while
an additional $1 billion #5 in the baseline for Fys 93-94,

History

Since the carly 198031, 36 states and the District of Columbia have enacted enlerprise zone
legislation, most offcring only tax and regulatory incentives. Congress enacted federal
enterprise 2ones in 1987 but the Administration refused to designate any zones. In October _9(
1992, Congress passéd H.R. L1 {the urban aid tax bill that Bush zgmd last November),

which included a g}mpoaal fofyenhanced enterprise zones)  H-Regpwortd-hovo-provided—
&mtthcﬁmﬁmmwwwm straight-tag-and-——

_ : Ryt B34 ; ' o increased social
spcndmg by $SOO mil i;mz a year on a bwad array z}f pmgrams mthm&m

Option 1 -~ 19 Ecammic Empowerment Zones and 100 Enterprise Neighborhoods: We
recommend building upon the enhanced enterprise zone approach. Qur consensus proposal
designates up to 10 Economic Empowerment Zonces that will receive all of the fax incentives
and block grant mducemcms while allocating a less expensive mix of inducements to a larger
number, up to 100 Zﬁi‘lcﬁ or Enterprise Neighborhoods (ENs). We belicve a small number of
demonstration arcas ;& necessary because several of the tax incentives and program
inducements we pw;x}sc have never been tried, ave costly, or may have unpredictable results.
This proposal allows far true experimentation: only what works and proves cost cffective will
be expanded at a 3&23!‘ date. This proposal alse meets your campaign pledge o create 75 to

" 125 zones, while targctmg the funds (o insure sucecoss,

All applicants would apgsiy through a single challenge grant process for dcssgnat;{}n as a Zone
or Demonstration Zone. Up to a total of 110 Zones could be established in the first year,
within current budget restraints.
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Option 2 -~ 25 to 50 Demonstration Zones; Scerctary Bentsen proposcs a total of 25 to 50
Demonstration Zones which would be selected over the next five years, ic., 5 to 10 per year.
All would have the same mix of tax incentives as in the first option, but the amount of the
Enterprise Block Grant available for each Demonstration Zonc would be reduced
substantially.’

The Interagency Working Group opposes this proposal.  First, we believe it relies too much
on tax incentives and provides too little in Enterprise Block Grant funding for ecach Zone.
Second, a wave of mandatory tax expenditures will make the Enterprise demonstration much
more expensive. Third, it would expend a great deal of resources before fearning whether
Zones with substantially reduced tax expenditares can work. Finally, we believe the
staggered selection process and the fewer total number of Zone's will not capture the will of
Congress nor garner the full support of our constituents.as readily as the first option.

Specific Tax Incentives and Inducements
i

The range and mix of tax incentives, combined with the relative magnitude of the Enterprise
Block Grants, provide for an infinite number of uptions. There are, however, important
policy chotces between the types of tax incentives to be included, the relative size of the
Block Grants compared to the cost of tax incentives, and the total size of the budget.

In the following discussion, we have attempied to provide sufficient detail to inform your
decision. In particular, we summarize the full range of tax incentives and other inducements
that we recommend so that you will have the context for our evaluations of the decision
options presented. I you want to evaluate the tax policy choices in greater depth, we provide
a separate appendix prepared by Treasury, which the Working Group bhas annotated only
where there are major policy differences.

i

| 3 Tax incentives and inducements for Economic Empowerment Zones:

We recommend offering the following additional inducements to the limited number of
Economic Empowerment Zone's:

a. Capital Tax Incentives:

We recommend a gost_recovery approach that is designed to aid enterpriscs which cmploy a
migimum of 35% Zone residents. The proposed cost recovery includes two components:

Igas - AT 03 b : 9 for qualifying investments in
é@pw:zabic property, up to 4 $‘?5 {}0{) cap, phasing out for larger investments above
$300,000)
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:
. accelerated depreciation for all investments in tangible property in the Zone.

These cost recovery ﬁmposais complement the tax incentives contained in your proposed
budget. They will provide substantial incentives that will be particularly valuable to starting
or expanding micro~cnterprise, small business, and community~based firms,

Cost recovery vs. An Enhanced Investment Tax Credit {"VTC"): Onc member of the
Working Group has urged consideration of an ITC (c.g., 50% spread over ten years) for
qualifying investments.

The ITC would provide a far greater federal subsidy for larger physical impravements in the
Zone. However, it could produce undesirable tax sheltering effects that do not benefit the
Zone. Cost recovery is less cxpensive, will aid substantially greater aumi}w of small azzd
medium sized businesses, and is more efficient than the ITC. On balam icvelha
gost recovery i3 superior. [Does HUD want to inelude the {TC in the decisiatz mema"}

b. Employment. and Training Credits("ETCs"): ETCs provide an cffective means of
lowering the costs of doing business for cployers, We recommend allowing each employer
1o take advantage of gither

® a multi-vear ETC for employers located in the Demonstration zone that is based upon
zone residert cmiployee wages and qualifying oxponses for education and training; of

2 a one or two~year Targeted ETC {("TETC"} for cmplovers, whether or not located
within the Demonstration zone, that is based upon resident Zone employee wages and
qualifying expeunses for education and training. {The TETC has important
empowerment valuc for Zone residents because it provides them with a bounty to join
the economic mainstream wherever jobs can be found.)

As.set forth in Tab B, there are several variations that may be considered in crafting these
two ETCs. '

“Blanket" vs. "Incremental” ETC: The ETC can be applicd to all zone resident employees
{"Blanket ETC™) or be "incremental,” ic., applicable only to increases in employment of zonc
residents (where total employment alse increascs). The Working Group narrowly favors the
Blagket ETC.

The Incremental ETC costs substantially less than the Blanket ETC and s more officient in
rewarding gxpansion in cmployment. To provent substitutions of cxisting cmployees for zone
residents, this credit would be based on increases in total emplovment and on increases in
zone resident employment. Yet, the Incremental ETC would be much more difficult for
employers to understand and would involve much more paperwork. It also would
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disadvantage existing zone businesscs, which will reeeive credit only for expansion in
employment, while business that are new to the Zone would receive credit for gll of their
resident cmployees. (Unfortunately, this disadvantage may also cut across racial lines, with
existing zone businesses likely to be predominately minority.)

The costs of the Blanket ETC would be controlied by not extending it to npon-zone resident
employees and by phasing it out after the seventh year of the zone. However, the Blanket
ETC also has disadvantages. The non-resident exclusion creates an incentive for

emplovers to substitute Zone residents for non-resident employces —— which may have
unpleasant ramifications. The Incremental ETC avoids this problem by being tied to
mcreases in total cmployment.  But, as noted, the incremental ITC has other problems.
Although Treasury is opposed to the Incremental ETC, we recommend that it be considered if
it is necessary to preserve enough budget authority for the empowerment incentives described
above and for a reasonable level of Enterprise Block Grants, as described below,

%

£ Empowerment Tax Incentives:

We propose providing interest exclusions to spur investments in communily investment
corporations and worker controlled enterprises.

» Resident-owned Community Investment Corporations (CICs) could be spurred
through interest exclusions. Interest on Loans made to CICs, 51% of which
are owned Zone residents, for purchase of gqualifying Zone tangible assets could
be excluded from taxation 10 the lender. This will empower CICs, for
example, to acguire and develop land, to purchase TV and Fiber Qptic cable
serving their communities, and to participate fully in new information
nctworks. The CIC provides a way for Zone residents to "homestead” assets
and to gain control of their cconomic destiny,

¢r Controlle rprises {WCES) could also be spurred through interest
cxciuszons Imcrest on if:;ans to permit resident workers to start, acquire and
expand WCEs, owned 51% by resident employees, could also be cxcluded
from taxation to the lender. With full disclosure, worker controf and annual
reporting of individual share values to each Zone sharchelder, the Shareholder
Association of each such WCE would empower resident employees with a full
gwnership stake in thelr own businesses, while climinating the abuses common
to ESOP's. |
¥
Both of these empowerment incentives will be enhanced by the availability of access to
capital provided by thc new federal community lending initiative.  Moreover, loans will only

be made when an mde:pcndcnt, third party lender determines that the proposed investment by



the CIC or WCE is likely to work.

Dissenting View: ”I”fmsc tax incentives for empowering Zone residents to become full
stakeholders in shaping their own enterprise destinics are new, and, therefore, largely untried.
Treasury opposes these tax incentives because their impact is uncertain.  The consensus of the
Working Group, however, is that such empowerment incentives are central components of the
New Direction you have set for the nation. At the very least, experimentation with such
potentially empowering change is warranted in the Demonstration Zone's.

d Block Grants. We recommend that the Demonstration Zone's receive a substantial
Enterprise Block Grant, on the order of magnitude of $100 million to $200 miflion per Zone
for FY 93-98, We also recommend that the total amount of the tax incentives for cach
Demonstration Zone be approximately the same dollar amount as the Enterprise Block Grant,
Thus, the sizc of the Enterprisc Block Grant depends on the mix of tax incentives chosen and
the total budget that you wish t¢ provide for the Enterprise Proposal during the five-year
Budget window.

2 Tax incentives and other inducements for all Zones (Enterprise Neighborhoods &
Economic Empowerment Zones):

We recommend that the following inducements be offered to all Zones:

a. Tax Exempt Private Facility Bonds: In order o promote investment in buildings,
plani, and equipment, all Zones will be able to exempt 50% of private facility bonds from
State caps, and these Zone facility bonds will be excepted from the section 265 bank
deductibility prohibition. Each primary uscr {c.g., a business firm) will be limited to §3
million in any one Zone and a total of $20 million across all Zone's,

b Resident Empowerment Savings Incentives: This stakeholder proposal makes this
enterprise zone plan uniquely different from traditional cnterprise zone proposals. A 30
percent credit would be available for a contribution by an employer, Community Investmont
Corporation, or CEZ Worker Controlled Enterprise to a Defined Savings Plan ("DSP"} oo
behalf of employees or members who are Zone residents.  Participating Zone residents could
also contribute to the DSP on a tax deferred basis up to a limit of $2,000. These savings
could be withdrawn ({‘{1 borrowed) without penalty to pay for education, purchasing a first
home, or starting a small business. This will provide the first proving grounds for
implementing your pledge to establish Individual Development Accounts to empower Jow-
income Americans to take the first steps toward economic self-sufficiency.
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< Eligibility for Participation in Innovative Federal Experiments: Each Zoue will
also be eligible to competc for a variety of special challenge grants.  For example, DoEd
proposes to provide fonds for several comprehensive Enterprise School Communities to
implement the National Education Goal and to allow Zones to submit a strategic action plan
for usage of such funds. DOL, DoEd, and HHS will also offer a varicty of demonsiration
opportunities for local innovation in school-to-work, appresticeship, welfarc~to~work,
unemployment-to~work, and drug prevention and rehabilitation—to-work, HUD and
-Agriculture will also make available similar opportunities for local innovation, including, for
example, Section 8 vouchers, Moving 10 Opportunitics, HOME, and Youthbuild. The number
of Zone's that will be able o participate in such demonstrations will vary by federal initiative.

d. Community Phlicing: All Zone's will be eligible for additional suppont for Safe

Streets from the portion of the FYs 93~94 bascline Enterprise funding reserved for mecting
your pledge of 100,000 additional cops on the beat.

e. Commanity Lcndmg All Enterprise Zones will be eligible to participate in your
community lending zzzzZzamc

b.  Expansion of the Low Income Honsing Tax Credit; Finally, all Zones will be
viewed as a "difficult to develop™ arca for purposes of increasing the Low Income Housing
Tax Credit to 91 percent of present value from 70 percent of present value. [This is subject
to Treasury calculating the cost of offering this to all as opposed to only the
Demonstration Zones.]

This bundle of inducements available to all Zone's is substantial. When combined with the
benefits resulting from- reinventing the way the federal government docs business, we believe
that there will be intense competition from local communities 10 be designated a Zone.

Depending on the extent to which you wish to target available Enterprise Biock Grant funds
on Demonstration Zonces, a much smaller Block Grant ¢ould also be made avatlable to all
Zones, for exampic, to defray the costs of local and community planning, start-up and local
evaluation. We also believe, however, that many foundations and universitics will step
forward to pay for or to provide these essential activities in many places.

]
3. An Alternative-Approach

The majority of the Inter-agency Working Group recommends the use of tax incentives in
vour enterprise zonc proposal. However, one agency, OMB, has reservations concerning the
use of tax incentives and has suggested an alternative approach,

%
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OMB argucs that tax incentives will not be very effective in stimulating new business
development and jobs in distressed areas or, if successful, will be too costly to be widely
replicated in other areas.

In addition, OMB believes that committing substantial resources to an Enterprise proposal
before we have had time to think through and develop a consensus on the Administration’s
urban and rural development strategics is premature and, given gencral budget constraints,
may preclude any other major initiative to help citics during your Administration,

OMB proposces a "no ¢ost™ option which, in its view, meets your campaign promise to create
entorprise zones while preserving the opportunity to use the resources originally committed to
enterprise zones to fund a major utban/rural development or welfare reform initiative.!
OMDB's option would:

. provide no, or, minima! tax incentives;
» provide no new spending for enterprisc block grants;
. concentrate, in a small number of zones, discretionary resources from existing

programs {many of which are substantially increased by the proposed budget) through
an ear—marking or set aside mechanism for Enterprise Block Grants.

The Interagency W()r}::ing Group opposcs OMB's proposal. We helicve that a mix of tax and
spending inducements is necded to ensure the success of enterprise zones, Beth the
stakeholder and business tax incentives included in our the consensus proposal insure that this
is not simply apother spending initiative, but rather a new approach 1o community
empowerment and development.

D. What shouid be the Total Budget?

A good starting point for making a decision is the total budget. As sct forth in the tabics at

! OMB has advised that the 4.1 Billion in tax expenditures
included in the proposed budget for Enterprise Zones can he
treated either as tax expenditures or direct spending in the
future. OMB advises that Congress, as a part of Budget
Reconciliation, jmust lift the cap on discretionary spending
included in the!Budget Enforcement Act in order to implement
gther investments in the proposed budget. As a result, OMB
advises that shifting a portion of budgeted Enterprise spending
from tax expenditures to direct spending should present no
problem.
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Tab €, we present four options:

. $0 (the OMB no-~cost altcmative)

* $3.3 Billion {Incremental ETC)

» $4 Billion ; (Blanket ETC of 15% on first $20,0600)

L $5.1 Billion ' (Blanket ETC of 20% on first $20,000, plus a sccond year of the
TETC)

Each option besides the nowcost alternative includes the cmpowerment incentives described
above and divides the total costs between tax incentives and other inducements evenly.

The $3.3 Billion alternative uses the Incremental ETC. The $4 Billion option uses a Blanket
ETC based on 15% of the first $20,000 in wages and qualified education and training
expenses. The $5.1 Balimn option uses a blanket ETC based on 20% of the first $20,000 in
wages and adds a second year for the TETC.

;
With the exception of the OMB maodel, we believe that the choice among these maodels is
basically & budget i zsszze for your decision -~ ypless you view one or another of the fax
incentives discussed as substantially better or worse.

IV. CONCLUSION

Our Enterprise Proposal sceks to implement your call for a new direction by delivering a real
message of hope throughout the land, especially to persons in the most distressed places in
urban and rural America,

H

Y. DECISION

A. Select One: { .

Interagency Enterprise Proposal

"No-cost” OMB Proposal

Reject all proposals, Discuss Further

B. If Interagency Proposal Selected, Sclect one from each category:
1. Number of :Zeﬁcs
E

|



? | -12-
i
|

100 I)cn?_onstratiﬂn Zone's and 100 Enterprise Zonc's
25--5:0 Enterprise Zone's

!
2. Approximate 50-50 balance in tax incentives and Block Grants

—Accept!
mszmté{)iscuss Further
3. Total Approximate Budget
333 iﬁii}im
84 Billion

—..$5.1 Billion

L
Discuss Further



aﬁ}ﬂ;;u*‘&Jkgﬁt

ot
THE WHITE HOUSE \V?“L" on & s

' WASHINGTON
March 20, 1953

MEMORANLGUM FOR THE PRESIDENT OF THE UNITED STATES
FROM: | THE INTER~AGENCY ENTERPRISE WORKING GROUP

SUBJECT: . ENTERPRISE PROPOSAL

I. ACTION-FORCING EVENTR:

You pledged t¢ create compreéhensive enterprise zones which
combine tax ingentives with new Comnunity Development Block
Grants to help revive economically disadvantaged areas In rural
and urban America. The Plan for a New Direction includes £4.1
Billion for :inew investment in such & plan, while an agdditional $1
Billion is in the baseline for F¥s 93-94.

The vetoed 1992 Revenue Acgt, H.R., 11, included a compromise
praviding for "Tax Enterprize Zones."” Several Members of
Congress are anxious to introduce new legislation, but the Rey
Committees have agreed to defer any action until the spring
recess in order to receive your enterprise proposal.

The human toll and economic burden suffered in many distressed
urban cores and rural places is immense. Although the
deterioration has been decades in the making and cannot be
remedied overnight, you pledged to embark on 8 new direction now.

Guided by your call to reinvent government, to empower
opportunity, to build community and to demand respongsibility, a
joint NEC-DPC Interagency Working Group has prepared a bold new
enterprise proposal for your review and decision on several
igsues. :

L

I11. THE PROPOSAL
Major principles of our proposal sre:

. No applicant will receive a single dollar of federal
enterprise support before it demonstrates that it will
reinvent the way logal, state and federal government does
business within itsiComgrehensiva Enterprise ?1&¢étl O

Ei"?owduﬂ&&~k(;unuuuuﬂggg
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{ ”CEP" } _1

. Each applicant must denonstrate that it has e comprehensive
strategic action plan to provide services on a coordinated,
rasponsive, entreprensurisl and, as appropriste, deregulated
basis across local, state, and federsl lines and among
relevant programs. Without such a reinvention of government
gt all levels, no amount of federal enterprise support will
enable private enterprise to flourish in urben and rural
communities which are most distressed,

. Each spplicant must demonstrate that it has empowered the
affected community within the CEP to be a full partner, from
the beginning, in the formulation angd implementation of the
strategic plan.

¥

* Each strategic action plan must demonstrete the extent to
which state and lacal governmental, privete sector, nonw
profit. end community resources will be marshalled to expand
enterprise in the CEP., Each strategic plan nust also
explain how all existing assets within the CEP and the
svailable federal resources (including curyent programs,
substantial new investments in people and infrastructure,
and proposed enterprise support) will be leveraged to expand
@nt&rpgise in the CEP. .

* Based on a competitive selection process, designated CEPs
will then receive a farmidabie bundle of federal enterprise
saggart and the aﬁgartun 4 THkTement othey federsl
programs on an integrated basis as each designee sees fit.
The designating Secretary will provide a mingle point of
contact to provide necessary waivers and coordination scrossg
all federal departments.

. Each designated CEP will be accountable for the results of
its actions pursuant to periodic review by the degsignating

! We asg the word "place” instesd of "zone” because the
latter has negative connotations, e.g., "War Zone"
‘peMilitarized Zone™, “Adult Entertainment Zone®, etc. Saversal
mgyors and community groups also resist the notion of targeting a
specific "zone” that may be viewed as a garrison isclated from
its neighbors if it succeeds and a ghetto 1f it fails.

We would like to substitute a more welcoming word that signifies
our goal of empowering & distressed area to become an integral
part of the local sconomy and its residents to become full
partimipants in the economic mainstreanm. Words such as "place,”

Yarea,” cammunity,” Qr "partnership” might be used as a
substitute for “zone, ¥
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Secretary. What works will be rewarded by continued
support. What doesn't work will be reported, and federsl
enterprise support will be redirected.

., CEPs will be laborstories for change. We sxpect to be
surprised by the results when people are esmpowered to make
private enterprise an engine for growth in their local
communities, and when government at all levels is reinvented
to be fully responsive to local partnerships, workers,
families, entreprencurs and firms. Independent evaluation
will an&ble all to learn from experience of the CEPs.

. Federal Enterprise support will include:
~ enterprise block grants;

i hk~ comnunity policing:;
access to & bold, new community lending initiative
ulﬂi and to privats ¢apital-

area in additional federal initiatives, for example,
comprehensive community schools to implement the
National Education Goals, family support and welfare-~
to-work, youth apprenticeship, unemployment-to-work,
drug prevention and rehabilitation-to-work, and
lifelong learning;

~~ & bundle of targeted capital, wage and training tax
incentives and opportunities to promote the expansion
of enterprise in the CEP and to empower CEP residents
0o become full participants in thelr dynanmic local,
r?gional and pational sconomies.

Attached atiTab A 1s a summary of the specifics of the proposal.,

e balieve that this Enterprise Froposal will convey a message of
hope to all Americans, particularly those in the most distressed
places in rural and urban Americe: reinvent government, empower
ppportunity, demand responsibility, build community, and provide
the basic infrastructure to enable private enterprise to
flourish.,

11X, XSSUES FOR DECISION

Should there be any tax incentives and new faderpl
apendiqg in your enterprise proposal?

With the exéap%ion of OME, the Inter-agency Working Group ig
unanimous in recommending this proposal to you.

H
i
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OMB argues that tax incentives will not be very effective in
stimulating new business development and Jobs in distressed areas
or, if successful, will be too costly to be widely replicated in
other areas.

In addition, OMB believes that committing substantial resources
to ‘an Enterprise proposal before we have had time to think
through and develop a consensus On the Adminlstration's urban and
rural development strategies ig premature and, given general
budget conatxainﬁs may preclude any other majar initistive to
helip cities during your Administration.

OMB propﬁses a "no cost/reinventing-Government” option which, in
its view, meets your campaign promise to ¢reate enterprise zones
while praserving the opportunity to use the resaurces originally
committed tO enterprise zones to fund = major urban/rural
d&v&logment or welfare reform initiative.? OMB's option would:

‘ prmvide ng, or minimal tax incentives:
* provide no new spending for enterprige block grants:
’ concentrate, in a small number of zones, discretionary

resources from existing programs {(many of which are
substantially increased by the proposed budget) through an
par-marking or set aside mechanism for Enterprise Block
Grants:
H
H
The Interagency Working Group opposes OMB's propossl. We believe
that OMB's proposal would leave the playing field to Congress and
to the compromizes of the past when your call for s new direction
should be the message that rings throughout eéven the most
distressed places in yural and urban Americs.

B, What number of CEPs should be proposed?

1. 10 Demonstration CEPs and 100 CEPs: We recommend
designating up to 10 Demonstration CEPs that will receive all of

2 omB has advised that the 4.1 Billion in tax expenditures
included in the proposed budget for Enterprise Zones can be
treated either as tax expenditures or direct spending in the
future. OMB advises that Congress, as a part of Budget
Reconciliation, mugt lift the cap on digcretionary spending
inciuded in.the Budget Enforcement Act in order to implemant
gther investments in the proposed budget. As a result, OMB
adviges that shifting & portion of budgeted Enterprise spending
from tax expenditures to direct spending should present no

problem,
i

]
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the tax incentives and block grant inducements, while allocating
a less expensive mix of inducements to a larger number, up to 100
CEPs. We belleve a small number of demonstration arsas 1s
necessary because several of the tax incentives and program
inducementsg we propose have never been tried, are costly, or may
have unpredictable results. This proposal eallows for true
experimentation: only what works and proves cogt effective will
e expanded st a later dste.

All applicants would spply through a single challenge grant
process for designation as & CEP or Demonstration CEP. Up to &
total of 110 CEPs could be established in the first year, within
current budget restraints,

2. 25 to 50 Demonstration CEFs: Secretary Bentsen propoges a
total of 25 to 50 Demonstration CEPs which would be selected over
the next five years, i.e., 5 to 10 per year. All would have the
same mix ©of tax incentives as in the first option, but the amount
of the Enterprise Block Grant available for sach Demonstration
CEP would be reduced substantially.

§ .
The Interagency Working Group [opposey thig proposal. It relies
too much on tax incentives and prowfdes too little in Enterprise
Block Grant funding for each CEF. In addition, it is most
subject to OMB's legitimate concerns. First, a wave of mandatory
tax expenditures will make the Enterprise demonstration much more
expensive. Second, it would expend a great deal of resources
bafore learning whether CEPs with substantislly reduced tax
expenditures can work, Finslly, we believe the staggered
selection process and the fewer total number of CEP's will not
capture the will of Congress nor garner the full support of our
constituents as readily as the first option.

C. what tax incentives and other inducements should be
provided to CEP's and Demonstration CEPa?.

The range and anix of tax incentives, combined with the relstive
magnitude of the Enterprise Block Grants, provide for sn infinite
number of options. There are, however, important policy choices
between the types of tex Iincentives tO be included, the yeletive
size of the Block Grants compared to the ¢ogt of tax incentives,
and the total size of the budget.

In the following discussion, we have attempted to provide
sufficient detail to inform vour decigion. In particular, we
summarize the full range ©f tax incentives and other inducements
that we recommend so that you will have the context for our
evaluations of the decision options presented. If you want to
evaluate the tax policy choices in greater depth, we provide a
peparate appendix prepared by Treasury, which the Working Group:
has annotated only where there are major policy differences.

)

]
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1. Tax incentives and other inducementy for all CEPs:

wWe recommend that the following inducements be offered to all
CEPs:

&, Resident Empowerment Savings Incentives: A 50 percent
credit would be esvailable for a contribution by an employer,
Community Investment Corporation, or CEP Worker Controlled
Enterprise to a Defined Savings Plan ("DEP") on behalf of
empioyees or members who sre CEP residents. Perticipating CEP
regidents could also contribute to the DEF on a tax deferred
basis up to a limit of $2,000. These mavings could be withdrawn
{or borrowed) without penalty to pay for education, purchaging s
first bome, or starting a small business. This will provide the
first proving grounds for lmplementing your pledge to establish
Individual Development Accounts to empower low-income Americnns
to take the first steps towsrd economic self-sufficiency.

b. Community Lending: All CEP's will be eligible to
participate in a bold new federal community lending initiative.
In the strategic action plan, each CEP will demonstrate how it
proposes to maximize capital access by encouraging partnerships
between existing financial institutions, community funds,
Community Investment Corporations, Worker Controlled Enterprises,
and the Community Development Financial Institutions which will
be established pursuant to the new federal community lending
initiative. In addition, each CEP must demonstrate in itg
Bitrategic plan how it will encourage these COFI's and its
partners to access federal and private loan sources outside the
CEP, inciuding the discounted loans available to members of the
Federsl Home Loan Bank Board through its Community Investment
Program,

<, Community Policing: All CEP's will be eligible for
additional support for Bafe Streets from the portion of the FYs
93-94 baseline Enterprise funding reserved for meeting your
pledge of 1p0,0DG additional cops on the beat.

d. Eligibility for Participation in Innovative Federal
Experiments: Each CEP will also be eligible to compete for s
variety of special ghallenge grants. For example, DoEd proposes
o provide funds for geveral comprehensive Enterprise School
Communities to implement the National Education Goeal and to sllow
CEPs to submit a strategic action plan for usage of such funds,
DOL, DoEd, snd HHS will also offer a variety of demonstration
opportunities for local innovation in schocl-to-work,
apprenticeshlp, welfare~to-work, unemployment~to-work, and drug
preavention and rehabilitation-to-work. HUD and Agriculture will
also make available similar opportunities for local innovation,
including, for example, Section 8 wvouchersg, Moving to
Opportunities, HOME, and Youthbuild. The number of LEP's that

F]
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will be able to participate in such demonstrations will vary by
federal initiative.

i
e. Tax Exempt Private Facility Bonds: All CEP's will be able
to receive the benefit of exempting 50% of private fecility bonds
from State caps, and these (EP facility bonds will be excepted
from the section 265 bank deductibility prohibition. Each
primary user {e.g., 8 business firm) will be limited to 83
million in any one CEP and 2 total of 520 million across all
CEP's. |

£. Expansion of the an Income Housing Tax Credit: Finally,

all CEPs will be viewed,ss a "difficult to develop” area for

purpeses of increasing th& Low Income Housing Tax Credit to %81

percent of present value from 70 percent of present value. {This

is subject to Treasury calculating the cost of offexing this ta

all as apgas&d to only the 3ﬁm@a$ttatian CEPs. ]} . “ .
gi *

Thisg bunﬁle of inducenents availablegto ﬁli;ﬁﬁ?’s in substantial.

when combined with the benefits resulting from xeinventing the .

way the federal government does business, we believe that, there *;

will be:intense competition from local communities to be ! ,

designated a CEP, . e

Depending on the extent to which you wish to target available™’,
Enterprise Block Grant funds on Demonstration CEPs, & much ,
smalleyr Block Grant oould also be made available ro all CE?B,*iQX
example, to defray the costs of locel and community planning, -
start-up and locel ‘evalustion. We also believe, howeveyr, that
many foundations and universities will step fat&axd t0 pay f&r ar
to gxavida these sssential activities in.many places.

’z . .
2. ﬁﬁ&ad tax Incentives and inducementa fnr nggnﬁixﬁx_ﬂg CEP&.

4

We raaommend offering the following additional inducementa to the
limited number of Demonstxation CEP's:

& Raaident Empowerment through Commumity Inwvestment
Corporations {"CICs") and Worker Controllied Enterprises ("WlEs":
Ragident-owned CICa could be spurred through interest exclusions.
nterest on Loans made to CICs, 51% of which are owned CEP
rasidents, for purchase of qualifyving CEPF tangible assets could
be excluded from texation to the lendexr. This will ampower CICs,
for example, to acguire and develop land, to purchese TV and
Fiber Qptic cable serving their communities, and to participate
fully in new information networks. The CIC provides a way for
CEP residents to "homestead" assets and to gain control of their
economic destiny.

WCEs could also be spurx&ﬁ‘through interest exclusions. Interest
on loans to permit reslident workers to start, scguire and sxpand
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WCEs, owned 51% by resident employees, could alsc be sxcluded
from taxation to the lender. With full disclosure, worker
control and annual reporting of individual share values to each
CEP shareholder, the Shareholder Association of each such WCE
would empower resident employees with a full ownership stake in
their own businesses, whil& eliminating the abuses common 40
ESOP's., !

Both nf*thaae empowerment incentives will be enhanced by the
availability of asccess to capital provided by the new federsl
community lending initistive. Morepver, loans will only be made
when an independent, third party lender determines that the
proposed investment by the CIC or WCE is likely to work.

Dissenting View: These tax incentives for empowering CEP-
residents to become full stakeholders in shaping their own
enterprise ﬁestinias are new, and, thersfore, largely untried.
Treasury opposes these tax incentives becsuse their impact is
uncertain. | The consensus of the Working Group, however, is that
guch amggwerment incentives sre central components of the New
Direction you have set for the nation. At the very least,
experimentation with such potentially empowering change ia-
warranted in the Demonstration CEP’s.

b. Capital Incentives: We recommend a COSt recovery appraaah
that is designed to aid enterprises which employ a minimum of 35%
CEFP residents. The proposed cost recovery includes two
componantsy

. incrensed property expensing under Sectdion 179 for
gualifying investments in deprecisble property, up to &
$78,000 cap, phasing out for larger investments above

- 8300, 000)

. accelerated deprecistion for all investments in tangible
property in the CEP,

Thase cost recovery proposals complament the tax incentives
contained in your propoesed budget. They will provide gubstantial
incentives that will be particularly wvaluable ¢o starting oy
expanding micro-enterprise, small business, snd community-based
firms,

Cost recovery vs. An Enhanced Investment Tax Credit {(“ITC"): One
member of the Working Group has urged consideration of an ITC
{e.g., 50% spread over ten vears) for qualifyving investments.

The ITC waélé provide a far greater federal subsidy for larger
physical improvements in the CEP, However, it could produce

undesirable tax sheltering effects that d¢ not benefit the CEP.
Cost recovery is less expensive, will aid substantially greater

1
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nunbers of small and medium sized businesses, sand is more
efficient than the ITC. On balance, we belisve that cost
recovery is. superior. {Does HUD want to include the XITC in the
decision ma?o?}

c. Ewmployment and Training Credits{"ETCs"): ETCs provide an
effective means of lowering the costs of doing business for
emplovers. iWe recommend allowing each employver to take advantage
of either -

. a multi~year ETC for employers located in the Demonstration
CEP that is based upon CEF resident employee wages and
guallfying expenses for education and trsining: or -

* a one or two-year Targeted EIC ("TETC"; for emplovers,
whether or not located within the Demonstration CEP, that im
.based upon resident CEP employee wages and qualifying
expenses for education and training. (The TETC has
important empowerment value for CEP residents because it
provides them with a bounty to join the economic mainstreanm
ghgrgvar jobs can be found.}

As set farth in Tab B, there are several variations that may be
considered in crafting these two ETCs.

{
"Blanket" vs. *"Incremental" ETC: The ETC can be appiied t¢ all
CEP regident emplovees {"Blanket ETC") or be "incremental,” i.e,,
applicable only to ingreases in employment of CEP residents
{(where total employment also increases). The Working Group
narrowly favors the Blanket ETC.

The Incramental ETC costs substantially less than the Blanket ETC
and iz more efficient in rewarding expansion in employment. To
prevent subpstitutions of existing empliovees for CEP residents,
this credit would be based on increases in totsl employment and
on increases in CEP resident amployment. ¥et, the Incremental
ETC would be much more difficult for amployers to understand and
would Iinvolve much more paperwork. It also would disadvantage
existing CEF businesses, which will receive credit only for
expansion in semployment, while business that are new to the CEP
would receive credit for all of their resident employees.
{Unfortunatély, this disasdvantage may also cut agross racial
iines, with existing CEP businesses likely to be predominately
minority.}

The costs of the Blanket ETC would ke sontrolled by not extending
it to non-CEP resident empgloyees and by phasing it cut after the
geventh vear of the CEP. However, the Blanket ETC slasc has
digadvantages. The non~reésident exclusion ¢reates an incentive
for CEP employers to subsgtitute CEP residents for non-resident
employees -~ which may have unpleasant ramifications. The

4
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Incremental ETC avoids this problem by being tied to increases in
total employmant. But, as noted, the inoremental ITC has other
problems. :

t
Although Traasnry is opposed to the Incremental ETC, we yacommend
that it be considered if it is necessary to preserve enough
budget suthority for the empowerment incentives described above
and for a reasonable level of Enterprise Block Grants, as
described below.

4. Block Grants. We recommend that the Demonstration CEP's
receive B substantisl Enterprise Block Grant, on the ordar of
magnitude of $100 million to $200 million per CEP for FY 93«98,
We algo recommend that the total amount of the tax incentives for
each Demonstration CEP be approximately the same dollar amount as
the Enterprise Block Grant. Thus, the size of the Enterprise
Block Grant depends on the mix of tax incentives chosen and the
total budget that you wish to provide for the Enterprise Proposal
during the five-year Budget window.

D. #what should be the Total Budget?

I
A good starting point for making a decision is the total budget.
As set fortp in the tables at Tab C, we present four options:

» $0 | " {the OMB no-cost alternative)
i
. £3.3 ﬁ%llion { Incremental ETC)
. $4 Billion {Blanket ETC of 15% on first $20,000)

. 85.1 Billion (Blanket ETC of 20% on first 520,000, plus &
\ second year of the TETC)

Each aption basides the no-sost alternative includes the

empowerment incentives described above and divides the total

costs between tax incentives and other inducements evenly.

The §3.3 Billion alternative uses the Incremental ETC., The §4
Billion gption uses a Blanket ETC based on 15% of the first
$20,000 in wages and gualified education and training expenses.
The $5.1 Billion option uses a blanket ETC based on 20% of the
firgt §20,000 in wages and adds a gsecond year for the TETC.

With the exception of the OMB mpdel, we believe that the choice
among these . models is basically & budget issue for your decision
-- unlegs vou view one or angther ¢f the tax incentives discussed
as substantially better or worse,
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IV. CONCLUSION
Our Enterprise Proposal seeks to implement your call for a new
direction by delivering & real message of bope throughout the
land, sspecially to persons in the most distressed places in
urban and rural America.
V. DECISION
A. Select Oée:

intaragency Enterprise Proposal

"No-cost® OMB Proposal

Reiect all proposals, Discuss Further

B. If Interagency Propossl Selected, Select one from sach
category:

1. xumber of Zones

10 Demonstration CEP's and 100 CEP's

25-850 CEP's
2, Approximate 50-50 balance in tax incentives and Block
Grants
Accept

Reject, Discuss Further
3. Tetal Approximate Budget

83.3 Billien

$4 Billion

;5.1 Billion

Disouss Further
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DRAFT 7 Monday 329 1pm

March 29, 1993

MEMORANDUM FOR THE PRESIDENT

FROM: THE NEC-DPC INTERAGENCY WORKING GROUP ON
‘COMMUNITY DEVELOPMENT AND EMPOWERMENT

SUBJECT: AN ECONOMIC EMPOWERMENT STRATEGY

I. ACTION-FORCING EVENT

Almest onc year ago, you toured Los Angeles after the riots and predicted that despite
all the media attention and Prexidential fanfare, a vear would pass and nothing would change,
You were right.  Across the country, poor communitics from Seuth Central to the Mississippi
Delta are still recling from a decade of declining opportunity and rising socisl and economic
isolation. We cannot hope to succeed in the world cconomy or come together as a nation
unless we empower these communities to join the economic mainstream. The sooner you
come forward with an empowcrment sirategy, the better. The long-term success of your
ceonomic plan and your Presidency may depend on it

. BACRGROUND

Shortly after vou took office, Bob Rubin and Carol Rasco asked Gene Sperling and
Bruce Reed to set up a joint NEC-DPC inferagency working group on community
development and empowerment. 'We wanted 2 joint effort spanning cconomic and domestic
policy that could look at every aspect of the problems of economically distressed urban and
rural arcas ~~ from access fo capital and child care to the need for school reform and
criminal justice. We brought half a dozen agencics together to rethink oxisting programs and
develop a new, comprehensive empowernment strategy.

For the past two months, the policy shops at HUD, Treasury, Agriculture, Commerce,
and OMB have worked with the NEC and DPC on the first stage of that now strategy:
cconomic cmpowerment.  We set out not enly to prepare specific proposals that could be
passed this spring as part of your initial budget, but to develop a framework that could
mcorporate other new ideas over the course of your administration,

£
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The proposals presented here —— for ontorprise zones and communily development
banks — are bolder and more innovative than anything any previous administration has put
forward. While we reeognize that Congressional realitics may force us to temper these
ambitious proposals, we nonctheless believe the attached proposals can be passed into law and
lay the groundwork for dramatic progress in poor communities across the country.

!
ill. PRINCIPLES

In developing these proposals, we relied on the basic principles you outlined in your
campaign:

1. Economic Growth: The best urban policy, the best social policy, and the best
anti-povernty policy i a comprehensive strategy for economic growth,

2. indivzdaal and Community Empowerment; Too many enterprise proposals focus
only on 1mpmvmg a particular place, and do litde to empower the people who live there.
Other proposals focus exclusively on the individual and ignore the community, We necd a
new approach that empowers people and improves places at the same time.

3. Bottom~tip Innovation: No matter how much we manage to do in Washington,
the ultimate solutions will come from the bottom up, from communities and individuals
willing to help themselves. These proposals challenge communitics to design their own
answers, and roward them for initimive, innovation, and results. At the same time, the
policies will not only give people more opportusity, but inspire them to take more
respongsibility for their own lives.

i

4. iieiii Persistent Experimentation: In this arca, morc than any other, the old
answers don't work anymore, and we nced to launch a new cra of bold, persistent
experimentation.  Reinventing government must be an integral part of our enterprise
proposals. We envision a national network of cconomic cnpowerment zones that will serve
as laboratories of democracy, where communitics will get more freedom to try now
approaches, but will also be called upon to demonstrate results.

These problems have been generations in the making, and we're not going to fix them
overnight. But we can change the disastrous economic policies of the last 12 years; we can
change the face of government in communitics where three decades of federal efforts,
however well-intentioned, has done so little good; and we can begin o change the
something~for-nothing cthic that has permceated our culture from top {o bottom in recent
vears.
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IV. ECONOMIC EMPOWERMENT STRATEGY

We belicve that the cconomic empowerment portion of your comprchensive
community development strategy shouwld include four main pillars:  cconomic empowsrment
zoncs; community development banks; CRA reform; and community partnerships against
crime. This is only a portion of what your administration hopes to accompiish in poor
communities, through health care reform, welfare reform, family policy, and so on. Our
empowerment agenda is meant to maximize the return on thosc investments, and to help
communitics restore the basic conditions they need to succeed: safe strects, aecess to capital,
andd above a&;mw and cxpanding busincsses that generate new jobs.

The atiached moemos present detailed options for the cconomic empowerment zones
and for the community partnership against crime.  Proposals on CRA reform and community
development banks will be ready next week.

1. ECONOMIC EMPOWERMENT ZONES

During the campaign, you pledged to create 75 to 125 comprchensive urban and rural
enterprise zoncs, Congress enacted federal enterprise zones in 1987 but the Administration
rcfused to designate any zones. In October 1992, with the lcadership of Scnator Bentsen,
Congress passed H.R. 11, which Bush then vetoed. H.R. 11 would have created 50
“enhanced enterprise zones” which provided not only tax and regulatory relief but $500
million a year for a broad array of programs within the zones.

Since HLR. 11 passed $o recently, we could simply send Congress the same bill. But
cur entire working group agreed that the traditional forms of enterprise zoncs were not
effective. We%wantc& to move beyond the old left-right debate that the answer to every
prablem is more federal spending on the one hand or more tax breaks on the other,

We recommend four major reforms of HR. 11:

1. Fewer zones with more impact: We'll never know whether enterprise zones work
if we scatier our limited rosources among 50 zones. We believe the enterprise zones must be
more focuscd, 5o that money and commitment arc not spread too thin.

2. Reinventing government: No amount of ouiside financial help will enable
entreprencurs or Individuals o pet ahcad if red tape or misdirected programs stand in their
way. Enterprise zones should be a vehicle for streamlining the waiver process, coordinating
federal programs, and improving services,

3. Individual empowerment: We need to empower individoals a8 well as
communitics, by offering access to capital, savings incentives, and other measures to promote



work, enterprencurship, and asset building.

4. Laboratories of change: A bhandful of fax incentives, no matier how targeted, will
never be cnough w tum 3 troubled community around. Over the long term, we hope the real
valuc of thesc cpowerment zones will be to serve as magnets for innovation by the public
and the private sector.

Option 1 ~— 10 Economic Empowerment Zones and 100 Enferprise Neighborhoods: We
recommend building upon the enhanced enterprise zone approach. Our conscensus proposal
designates up to 10 Economic Empowerment Zones that will reecive all of the tax incentives
and block grant!inducements, while allocating a less expensive mix of inducements (0 a larger
number, up to 1’(}(} Zones or Enterprise Neighborhoods {(ENs}. We believe a small number of
demonstration arcas is nccessary becavse several of the tax incentives and program
inducements we propose have never been tried, are costly, or may have unpredictable results.
This proposal allows for frue experimentation: only what works and proves cost effective will
be cxpanded at a later date. This proposal also meets your campaign pledge to create 75 to
125 zoncs, whil? targeting the funds to insure success.

All applicants would apply through a single challenge grant process for dssrgndtlon as a Zone
oF Dcmonstrazzon Zone. Up to a total of 110 Zones could be established in the first vear,
within current budget restraints.

Option 2 ~~ 25 to 50 Demonstration Zones: Scerctary Bentsen proposes a total of 25 to 50
Demonstration Zones which would be selected over the next five years, ie., 5 1o 10 per year.
All would have ziw same mix of tax inoentives as in the first option, but thc amount of the
Enterprise Block Grant available for each Domonstration Zone would be reduced
substantially,

The Interagency Working Group opposes this proposal.  First, we believe it relies too much
on fax incentives and provides oo little in Enterprise Block Grant funding for cach Zone.
Second, a wave of mandatory tax exponditures will make the Enterprise demonstration much
more expensive. Third, it would expend a great deal of resources before learning whether
Zones with sa?z%tam;aiiy reduced tax oxpenditures can work. Finally, we belicve the
staggered sciz:ctmn process and the fewer fotal number of Zone's will not Capture the wili of
Congress nor gamner the full support of our constituents as readily as the first option.

Specific Tax Incentives and Inducements
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March 29, 1993

MEMORANDUM FOR THE PRESIDENT
FROM: THE COMMUNITY EMPOWERMENT WORKING GROUP

SUBJECT: ‘ OVERVIEW OF ENTERPRISE ZONE PROPOSAL

I ACTION-FORCING EVENT

Almost one year ago, you toured Los Angeles after the riots and predicted that despite
all the media atrcntion and Presidential fanfare, a year would pass and nothing would change.
You were right, ' Across the country, poor communitics from South Central to the Mississippi
Delta are still rccllng from a decade of declining opportunity and rising social and economic
isolation. We cannot hope to succeed in the world cconomy or come together as a nation
unless we cmpowcr these communities to join the cconomic mainstream. The sooner you
come forward with an empowerment strategy, the better. The long~term success of your
economic plan and your Prestdency may depend on it.

II. BACKGROUND

Shortly after you took office, Bob Rubin and Carol Rasco asked Gene Sperling and
Bruce Reed to set up a joint NEC-DPC interagency working group on community
development and empowerment. 'We wanted a joint effort spanning economic and domestic
policy thar could look at every aspect of the problems of economically distressed urban and
mral areas - from access to capital and child care to the need for school reform and
criminal justice.  'We brought half a dozen agencics together to rethink existing programs and
develop a new, fé{)mptcﬁc;}sive empowsrment strategy,

For the past two months, the policy shops at HUD, Treasury, Agricelture, Commerce,
and OMB have worked with the NEC and DPC on the first stage of that new strategy:
economic empowerment, ' We set out not only to prepare specific proposals that could be
passed this spring as part of your initial budget, but to develop a framework that could
incorporate other new ideas over the course of your administration,

H

The proposals presented here —— for enterprise zones and community development
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banks ~- are bolder and more innovative than anything any previous administration has put
forward, While we recognize that Congressional realitics may force us to temper these
ambitions proposals, we nonctheless believe the attached proposals can be passed into law and
lay the groundwork for dramatic progress in poor communities across the Country.

I1I. PRINCIPLES

In developing these proposals, we relied on the basic principles you outlined in your
campaign:

1. Economic Growth: The best urban policy, the best social policy, and the best anti-
poverty policy is a comprehensive strategy for cconomic growth,

2. Bottom~Up Innovation: No matter how much we manage to do in Washington, the
ultimate solutions will come from the bottom up, from communitics and individuals willing to
help themselves, These proposals challenge communities to design their own answers, and
reward them for initiative, innovation, and results. At the same time, the policies will not
only give people! more opportusity, but inspire them to take more responsibility for their own
lives.

3. Bold, Persistent Experimentation: In this area, more than any other, the old answers
don't work anymorc, and wc need to launch a new era of bold, persistent cxperimentation.
Reinventing gﬁvcmmcnt must be an integral part of our enterprise proposals. We envision a
national network (:»f ceonomic empowerment zones that will serve as laboratories of
democracy, where communities will get more freedom to try new approaches, but will also be
called upon fo demonstrate results.

These problems have been generations in the making, and we're not going to fix them
overnight. But we can change the disastrous economic policies of the last 12 years; we can
change the face of government in communities where three decades of federal cfforts,
however well-intentioned, has done so little good; and we can begin to change the
something~for—pothing cthic that has permeated our culture from top to bottom in recem
years,

{POSSIBLE ADDITION: Empower Individuals and Communitics: Too many enterprise
proposals focus only on improving a particular place, and do liitle to empower the people
who live there,  Other proposals ignore the communtty altogether, BUT WHICH SIDE ARE
WE ON7] '

i

IV. PROPOSALS
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We belicve that your community empowerment strategy should incorporate three main
proposals: cconomic empowerment zones; community development banks; and community
partnerships against crime. This is only a portion of what your administration hopes to
accomplish in poor communities, through health care reform, welfare reform, Head Start, and
so on. Our empowerment agenda is meant to maximize the return on those investments, and
to help communitics restore the basic conditions they need to succeed: safe streets, access to
capital, and above all, new and cxpanding businesses that gencrate new jobs.

The attached memos present detailed options for the cconomic empowerment zones
and for the cemmumt} partncrsth against crime. A community development bank proposal
will be ready next week. Here is an overview of the major programs as we see them:

* Ecezwmic Empowerment Zones: We call for 10 Economic Empowerment Zones
that will receive gai}stanmi tax incentives for job creation, and 100 Enterprisc Neighborhoods
that would qua rfy for a smaller range of incentives and inducements. Communitics will
compete for Enterprisc Challenge Grants that give them broad lceway 1o design and carry out
their own plans, but also hold thems accountable for measurable results, We will give
businesses incentives to create jobs and individuals incentives 1o {ake thent. These 110
communitics will be natural candidates for conmmunity development banks and community
policing, and could serve as idcal laboratorics for a wide variety of innovative federal
cxperiments already in the works, including national service, welfare reform, and youth
apprenticeship.

* Community Development Banks: (cxplain where we are)
* Community Partnership Against Crime: (explain HUD proposal)
3
Together; these proposals move beyond the old left-right debate that the answer
to every problem is ore federal spending on the one hand or mere {ax breaks on the

other. They offer real opportunity to real people: a savings account, a cop on their
block, an employment voucher that will reward any business for giving them a job.
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IV, ENTERPRISE ZONE OPTIONS
History

Since the carly 1980s, 36 states and the District of Columbia have cnacted enterprise
zone legislation, 'most offering only fax and regulatory incentives, Congress enacted federal
enterprise zones m 1987 but the Administration refused to designate any zones. In October of
1992, Congress passcd H.R. 11 (the urban atd tax bill that Bush vetoed last November),
which included a proposal for 50 "enhanced enterprise zones™ which provided not only tax
and regulatory relicf but $500 million 2 year in increased social spending within the zones,

During the campaign you pledged to create 75 to 125 comprehensive urban and sural
enterprise zones.! The Plan for a New Dircction includes $4.1 billion for new investment in
enterprisc zones, while an additional $1 billion is in the baseline for FY93 and FY94.

We recommend four major innovations over HR, 11

1. Challenge Grants to Reinvent Government: No amount of outside financial help
will cniable cntreprencurs or individusls 1o get ahead i red tape or misdirecied programs stand
in their way, Under our proposal, no applicam will receive a single dollar of federal
enterprise support until it demonstrates that it will reinvent the way local, state and federal
government do business. We will provide communitics with a single point of contact in
Washington to secure necessary waivers and coordination across federal departments,
provided that the communities present comprehensive strategic action plans to provide
services in a coordinated, response, and entreprencurial way.

2. Fewer Zones, More Impact: We believe that a small number of meaningful zones
will be much miore likely to succeed than a large number of zones that are watered down for
political axpcdzc:zm Our proposal calls for 100 iizizetprzsc Neighborhoods that would give
cormmunitics an incentive to reinvent government in return for community policing, individual
cmpowerment programs, and special consideration for community dea«ciepmcnt baoks and
other pending federal initiatives.  But we recommend targeting most of the tax incentives into
10 Economic Empowerment Zones, Only a targeled proposal will give the enterprise zone
experiment a fair test and allow us to measure results,

i

3 Laboratories for Change: A handful of tax incontives, no matter how targoied,
will never be enolgh to tum a troubled community around. Over the long term, we hope the
real value of these empowerment zones will be 1o serve as magnets for innovation by the
public and the private sector. Various federal agencies might select zones for school reform,
apprenticeship, welfarc—to—work, unemploymeni~to—work, drug prevention, and so om.
Companies and private foundations might ...

H
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MEMORANDUM FOR THE PRESIDENT OF THE UNITED STATES

i

FROM: THE COMMUNITY EMPOWERMENRT WORKING GROUP

SUBJECT: OVERVIEW OF ENTERPRISE ZONE PROPOSAL

)
1. ACTION-FORCING EVENT

Almost ém: year ago, you toured Los Angeles after the riots and predicted that despite
all the media attention and Presidential fanfare, a year would pass and nothing in South
Central would change. You were right.  With the armiversary of the LLA. riots just a2 month
away and a verdict in the police officers’ trial likely in 2-3 weeks, we urge you to announce
your fong~term community empowerment strategy in the pext 10 days — before these events
take place, ’

I1. BACKGROUND

Shortly after you took office, Bob Rubin and Carol Rasco asked Gene Sperling and
Bruce Reed to set up an interagency working group on community empowerment to flesh out
your enterprise zone and community development bank proposals. For the past two months,
the policy shops at a half dozen departments have been working together on the project. The
attached proposals incorporate ideas from HUD, Treasury, Agriculture, Commerce, OMB,
NEC, and DPC as weli a8 outreach efforts to community groups and business.

In developing these proposals, we relicd on the basic principles you outlined in your
campaign: ;

1. The best urban policy, the best social poticy, and the best anti-poverty policy is
economic growth, We don't need another urban aid package; these proposals ought to be part
of a larger national sconomic vision to restore urban and rural communities by empowering
people to join the zconomic mainstream,

2. In this area, more than any other, the old answers don't work anymore, and we need
to launch z new era of bold, persistent experimentation. 'We envision a national network of
:



; -2

economic empowerment zones that will serve as laboratories of democracy, where
communities will get more freedom to try new approaches, but will also be called upon to
demonstrate results,

3. In the end, the solution will come not from Washington, but from the bottom up,
from communities and individuals willing to help themselves. These proposals challenge
communitics o de{ngn their own answers, and reward them for initiative, innovation, and
results. At the same time, the policies will not only give people more opportunity, but inspire
them to take more responsibility for their own lives.

We're not going to fix these problems overnight, and it is up to the communities
themselves whether we'll fix them at all. But we can change the disastrous economic policies
of the last 12 years; we ¢an change the face of government in communities where three
decades of federal efforts, however well~intentioned, has done so little good; and we can
begin to change the something~for-npothing cthic that has permeated our culture from top to
bottom in recent years. :

[iI, PROPOSALS

We believe that your community empowerment strategy should incorporate thiee main
proposals: economic cmpowerment zones; community development banks; and community
partnerships against crime. This is only a portion of what your administration hopes to
accomplish in poor communitics, through health care reform, welfare reform, Head Start, and
so on. QOur empowerment agenda is meant 10 maximize the return on those investments, and
to help communities restore the basic conditions they need to succesd: safe streets, access to
capital, and abow: all, new and expanding businesses that generate new jobs.

The attacizcd memos present detailed options for the economic empowerment zones
and for the community partnership against crime, A community development bank proposal -
will be ready noxt week. Here is an overview of the major programs as we see them:

* Economic Empowerment Zones: We call for 10 Economic Empowerment Zones
that will receive substantial tax incentives for job creation, and 100 Enterprise Neighborhoods
" that would qualify for a smaller range of incentives and inducements. Communities will
compete for Enterprise Challenge Grants that give them broad leeway to design and carry out
their own plans, but also hold them accountable for measurable results. We will give
busincsses incentives o create jobs and individuals incentives to take them. These 1180
communitics will be natural candidates for community development banks and community
poticing, and could serve as ideal laboratories for a wide variety of innovative federal
experiments already in the works, including pational service, welfare reform, and youth
apprenticeship.
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* Community Development Banks: (explain where we are)
* Co:m%ﬁxzxit}' Partoership Against Crime: (cxplain HUD proposal}

Together, these proposals move beyond the old feft—right debate that the answer
to every problem is more federal spending on the one hand or more tax breaks on the
other. They offer real opportunity {o real people: a savings account, a cop on their
block, an employment voucher thai will reward any business for giving them a job.



IV. ENTERPRISE ZONE OPFTIONS
liistory

Since the carly 1980s, 36 states and the District of Columbia have enacted enterprise
zone legislation, most offering only tax and regulatory incentives. Congress epacied federal
enterprise zones in 1987 but the Administration refused to designate any zones. In October of
1992, Congress passed H.R. 11 (the urban aid tax bill that Bush vetoed last Noveniber),
which included a proposal for 50 "enhanced enterprise zones” which provided not only tax
and regulstory ';rc{ie:f but $500 million a year in increased social spending within the zones.

H
During the campaign you pledged 1o create 75 to 125 comprehensive urban and rural
enterprise zones. The Plan for a New Direction includes $4.1 billion for new investment in
enterprise zones, while an additional $1 billion is in the baseline for FY93 and FY94.

We recommend four major innovations over HR. 11:

1. Challenge Grants to Reinvent Goverument: No amount of outside financial help
will enable entreprencurs ot individuals to get ahead if red tape or misdirected programs stand
in their way. Under our proposal, no applicant will receive a single dollar of {ederal
enterprise support until it demonstrates that it will reinvent the way local, state and federal
government do business. We will provide communities with a single point of contfact in
Washington to secure necessary waivers and coordination across federal departments,
provided that the communities present comprehensive strategic action plans to provide
services in a coordinated, response, and entreprepeurial way.

2. Fewer Zones, More Impact: We belicve that a small sumber of meaningful zones
will be much more likely to succeed than a large number of zones that are watered down for
political expedience. Qur proposal calls for 100 Enterprise Neighborhoods that would give
communities an incentive to reinvent government in return for community policing, individual
empowerment programs, and special consideration for coromunity development banks and
other pending federal initiatives. But we recommend targeting most of the tax incentives info
10 Economic Empowerment Zones. Only a targeted proposal will give the enterprise zone
experiment a fair test and allow us to measure results,

3 li..aborataries for Change: A handful of tax incentives, no matter how targeted,
will never be enough to tum a troubled community around. Over the long term, we hope the
real value of these empowerment zones will be to serve as magnets for innovation by the
public and the private sector. Various federal agencies might select zones for school reform,
apprenticeship, welfare—to-work, unemployment-to-work, drug prevention, and so on.
Companies and private foundations might ...,



THE WHITE HOUSE
WASHINSTON
March 17, 1993

.
MEMORANDUM FOR GENE SPERLING

| BRUCE REED

' PAUL WEINSTEIN
FROM: PAUL DIMOND

. SHERYLL CASHIN

SUBJECT: Decision Memo Outline for EP Proposal

Here's an initial stab at an ocutline (in which we've exercised a
number of judgments about what issues should be included for
decision and how those lssues should be stated)}. We've alsco
described, ‘at least by summary title, a consensus about how tha
the alternativa mod&lﬁ may be merged Iinto one proposal.

All wther errors and omissions are due to typos or the rush.
Thig draftiis intended to get the discussion started. 8o, fire

AWBY . ,
B



Outline for EP Decision Memo

1. Overview
i

A. Points of Consensus

i
1. Cur proposal should be broader than the Kemp conception
of Enterprise Zones. In addition to atitracting businesses
from without, we want 1o empower people from within., In
particular, we want ¢ improve the economic opportunitiss
available t0 zone residents by providing incentives for
employment, starting and expanding business, and saving.

2. Our proposal should be more comprehensive and boldexr in
terms 'of the federal inducements we provide.

In addition to tax incentives which will lower capital
costs for business expansion, we want {¢ establish
incentives that are based on emploving and training
ione regidents.,

%e want 1o incluGe federal programs that are essential
te expangion Of enterprise through buillding the local
cammunity {e.g., moYe Cops on the street, worker
{raining, walfare~to-work and enhanced CD&G funding).

We want to “"reinvent™ the way that government 4oes
business, both at the federal and local level. We seek
te join the relevant federal programs and tax
incentives in one challenge grant that induces new
public-private, state~local partnerships to respond to
enterprise concerns and community needs in bold new
ways.

B. Four Primary Models for Enterprise Partnersghips

1. Economic Development / Job Creation Model: This model
assumes that enterprise zones are not a cure for every ill
the Clinton Administration is committed to tackling. At the
core of the Clinton presidential campalgn was a commitment
to expanding economic opportunicy for all Americaens.
Enterprise Zones meéet this promise for acutely distressed
areas,. particularly the inner city and distressed rural
areas.. EIs are the business expansion component Of the
Clinton Administration’s urban agenda. Other objectives
will be accomplished through other vehicles {e.g. Head
Start, Wi, welfare reform, systemic school reform, EITC).
This EZ model will be comprehensive in its approach to
achieving the business expansion objective. In addition to
tax incentives, we will provide a broad menu ©f government
inducements, such as funding for additional community
policing, that can be linked to the objective of business

1
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axpangion.

1
2. The Svystemic Model: Supporters of this approach argue
that wa are setting surselves up for fallure if our only
meagure of success is the extent of new businegses in the
zones. This model assumes that the geal of business
expansion is toc naryow because tax-incentive enterprise
zones have not been effective tools for business expansion.
Failure 1s particularly likely because the suCCess measure--
i.e., numbex of businesses attracted, started or espanded--
will be very easy to guantify.

More importantly, this model is driven by the belief that,
because of the plethora of ills plaguing distressed urban
and rural areas, long~term recovery in these areas cannot be
predicated upon economic activity alone. In other words, to
attract and sustain economic activity, blight and the multi-
faceted forms of distress must be eradicated. This model
caalls for a systemic approach which addresses the multi-
faceted needs of the individual and the community in these
araas,’ In addition to tax incentives targeted primarily
toward businesses, this model reguires reinvention of
government to make existing program funds going into
distressed areas more agcessible and respongive to residents
and mmmmunities. .

,ﬂ”%ié) ’Em owerment Model: The focus of this model 1s not
u

sinesses or the community ag a whole, but the individuals
who live in severely distressed areas. The model's
ocbjective is empowering zone residents to join the esconomic
maingtream., (A shorthand for the difference between this
model and the other models is that the empowerment model
emphasizes helping local residents build business, gain
amployment, acgumulate assets and build thelr own
communities, while the other models emphasize revitalizing
places.} This shift in emphasis will shape the content of
the federal incentives provided. Incentives will be
designed to place maximum control in the hands of zone
resildents, rather than focusing exclugively on influencing

the economic decisionsg of businesses.
i

4. The Minimum Cost / Zero Option: The premise of this

model is that tax~incentive Enterprise Zongg are an il1l-
advised, ineffective tool for economic or social
revitalization in distressed areas. Supporiers of this
model believe the cost per-job-created in each EZ is too
high for EZ's to be replicated throughout the country. In
addition, they contend that Congress is not likely to be
rastrained to a relatively small number of zones; therefore,
the resources available for EZs will be diluted, or the
pressure for unwarranted spending beyond the budget caps
will increase.
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This model is intended to meet the President’'s campaign
promise of creating enterprise zones by gilving localities
the funding and support to try reinventing the dellvery of
existing services. This model saves funds and buys us time
to develop a more comprehensive urban policy agenda for
severely distressed areas. It contains virtually no tax
incentives for atiracting businesses to targeted areas.

The Pros and Cons of Bach HModel

[Sheryll will begin work on this section. Defenders of each

model are invited to make their best case and state perceived
cons for other models. Please send your drafts or comments to
Sheryll.}

IIL.

. .
The Model We Recommend: A Bold, But Cost Effective
Enterprise Empowerment Partnership: A Small Number of
Enterprise Partnerships, a Larger Number of Economic
Empowerment Initiatives

[Bruca, Gene and the Pauls will work on this section. All

suggestions are welcome. ]

1v.

A,

Othar‘ﬁecisions That Must Be Made
Number of Zones.

1. 10 Pilot Enterprise Partnerships and 100 EPs. As .
described above, we envision (1) a small number of enhanced
zones that will receive all of the tax Incentives (and
program inducements) and (2) a larger number of zones with
only the resident empowerment tax incentives (and program
inducements)}. This will allow us to experiment with
unpredictable {and ¢ostly) tax incentives, while assuring
that a8 far larger number participate in reinventing the way
goverrment, the private sector, and rezidents do business in
distressed urban and rural areas.

H
We recommend 10 pilot EPs (‘enterprise partnerships”) with
enhanced tax incentives and 100 other EPs. All can be
established in the first round of the challenge grant
process and be in operation within a year, within the
current budget restraints.

4
2. 50 Enhanced Tax Incentive Zones. As an alternative, the
current budget constraints would permit a total of 50 of the
gnhanced tax incentive zones, with 10 selescted per year
selacted over the next five years. Although this would cost
the same amount over filve years as the flrst option, it
would cost substantially more over the next five years, once

3



all of the enhanced tax incentive zones are in place. Given
the uncertainty over the impact of the tax incentives, we
recommend egperimenting with a fewer number in the firet
term in order to learn from the experience before ,
considering any expansion to a larger number. Given the
larger number of EPs immediately available under the first
option, the second option may also be less readily embraced
by Congress.

Tax Incentives.

As set forth above, all zones would receive substantial tax
incentives for resident empowerment, including exclusion of
interest for investments in worker controlled businesses and
community investment corporations. This will permit
residents to participate in a new frontier form of
nomegteading of capltal assets, new technology, land, and
business. In addition, a1l zones would have incentives for
contributions to resident savings plans, as well as bounties
for skl firms hiving residents moving from welfare to work,
Finally, all zones would receive the benefit of exempting
50% of facility bonds from 8tate caps, and the bonds sre
excepted from section 255 bank deductibility prohdbition,

The major options relate to the mix of tax incentives for
enhanced zones with respact to capital and employment and
tralnlng

1. Capital, There are two basic options:

(a) cost recovery {(including property expensing for
qualifying investments in depreciable property up to 57%,000
cap), plus accelerated depreciation for all investments in
tangible property or

{b) an investment tax credit (e. g., 50% spread over ten
yaara{ for gquallfying investments ("ITC").

Cost f&mmvary is less expensive, gives a stronger incentive
to small business investment, and is more efficient than the
ITC. The ITC does, however, provide a far greater federal
inducenent for development in the zone, at a far greater
cost o U.8. taxpayers.

In addition, the zone will be viewed as a "difficult to
develop” area for purposes of increasing the Low Income
Housing Tex Credit by 30%.

2. Employment and Training Credits {"ETC"), The mix of
optionsg on ETC is more complex:

{a) Zone emplover ETC credit of 25% of the first $20,000 in
wages and training of all zone employees for first six
years, declining %% per year over next five years (“Blanket
ETC" }




{b) Zone smployer ETC credit of 28% of increment in total
wages and training expenses over basellne {which may be
adjusted for inflation) attributable to increases resulting
from zone resident employment {"Incremental ETC")

{c} ETC refundable but with a cap of $2500 per employer

{d} A targeted BETC for all employers who hire zone residents
for one yvear, limdited to 25% of the first $20,000 in wages
and training of the zone resident.

The targeted ETC provides important symbolic empowerment for
zoné residents to join the economic mainstream whersver jobs
can be found. Although the administration and impact of
other Targeted Job Tax Credit Programs has been at best
problematic to date, we recommend that the targeted ETC be
included in any package and that DOL and Treasury work to
make the administration more efficient and effective.

i
We &i§a recommend that the ETC be made refundable.

H
The Incremental ETC costs substantially less than the
Blanket ETC and is much more closely tied to expansion in
zong employment than the Blankel ETC. The Incremental ETC
is substantially more difficult for employers to understand
and involves substantiaslly more paperwork than the Blanket
ETC. The Incremental ETC also may be viewed as unfair to
existing zone businesses who will receive credit only for
expansion in employment, whille newly formed business ¢an
receive credit for all of their zone employees. On balance,
the Blanket ETC appears the better alternatiwve.

3, A Menu. Given the uncertainty of the tax incentives, it
may be appropriate to provide the applicants with a menu of
tax incentives from the alternatives described above. The
menu could be structured so that esch applicant would have
an effective cap on its total tax incentives for capital and
eaplovment training. Such a menu would facilitate
additional investigation of the results achileved by diverse
tax incentive in the 10 enterprise laboratories.

Program Inducements.

Thar&fare two basic issues: number of programs to be
included in all zeones and whether there should be additional
progrrm inducements for the 10 pilot zonsas.

1. Programs. Programs could be limited to those that
directly relate to buginess development or could be expanded
to include more broadly all programs that serve to permit
the community development necessary to enable a distressed
area to attract and keep expanding enterprise on a sustained
basis. For example, training, welfare to work, more
community policing and school-to-work apprenticeship

5
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programsg are arguably more directly related to business
development than are head start, WIC, implementing the
national education goals in K-12 schools, or CDBG used for
rebuilding the community. Yet, there is a strong case that
there can be no effective welfare-to-work unless single
parents have more flezxible head start and K-12 community
schools which facilitate a parent working full-time or part-
time. Similarly, CBDG grants can be focussed by the logal
community on such crivical business development programs as
providing the match for new community lending or community
investment initiatives, while other CDBG grants may finance
the physical infrastructure essential for any successful
husiness expansion.

Rather than make a limiting decision on which programs
should be included, we recommend that we include an agreed
ligt of programs that are arguably related 0 business
development. Through the challenge grant process, we will
then challenge applicants (a) to match the larger block
grant with state, local and private sources and (b) to
develop & stretegic plan for using the combined funds to
expand enterprise in the zones and to empower residents to
Juin the economic mainstream on a8 sustained basis. Such an
approach will serve to implement the proposal’s three
objectives: empowering residents, expanding enterprise Iin
the zones, and reinventing government.

The cost of all such programz would be born by existing
budgets and would not increase the ¢osts of the program.
Such program costs could be obtained by a separate set aside
from each program included, or through the FY 95 budgeting
process 1n a separate allocation (with a concomitant
reduction in the budgets for each included program).
Although this may raise political concerns, potential
applicants and Congress may be receptive €0 such an
allocation of resources that could well go to these
communities In any event.

All zones will also recelve additional support for msjor new
community lending initistives under our CDB proposals and,

to the extent a portvion of appropriated Community Investment
Funds are targeted for cops, for community policing. 'The
remainder of the appropriated funds for FY 93 and 94 would
be included to increase the Challenge Grant available to the
10 enterprise laboratories.

Finally, as c¢ther agencies develop pilot programs that they
wish to implement, all of the 110 EPg provide an sxcellent
platform both for coordination and experimentation. For
example, DoEd wishes to run a pilot program of enterprise
schools in 10 to 15 communities to challenge local
restructuring to implement the National Education Goals.

: 6
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DoEd has $30 million to fund this pilot and would like to
make 1t a part of the Enterprise Challenge Grant DroCess,
Similarly, DOL and HHS have a number of pilot initiatives
(elg., Youth Fair Chance, Youth Apprenticeship in
cooperation with DOED, "one stop shopplng® and "opportunity
cards") that they wish to include. The inter-agency process
of considering such pilots gives us confidence that their
inclusion in the Enterprise proposal will enhance the entire
process of reinventing government and further enhance the
inducement to applicants.

D. Names and Thewmes

Therg are three main themes to our proposal: empowerment,
enterprise, and reinventing government. Each provides a
different, but mutually reenforcing basis for our
recommendation. Which theme should provide the lead and how
the themes should then be mixed is an issue that will need
to! be addresssd once the selection among the basic coptions
has been made.

Similarly, once the lead and the mix of themes has been
established, the names for the 10 pilot laboratories, the
100 other, and the total proposal will have to be finalized.
We recommend consideratvion of new names other than
"enterprise zones" to distinguish our proposal. Although
this may require some reeducation of the Congress and the
public to avoid confusion, we believe the proposal provides
a major opportunity to put the Clinteon stamp on what
prﬁmi$aa o be a bold, new initiative.

1

V. Conclusion
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THE WHITE HOUSE MAR ;0 o
WASHINGTON

March 10, 1993

MEMORANDUM FOR:! ENTERPRISBE PARTNERSHIF WORKING GROUP
i

FROM: PAUL DIMOMD
SHERYLL CASHIN
PAUL WEINSTEINV

i

SUBJECT: , DRAFT ENTERPRISE PARTNERSHIP PROPOSAL

H

|

Attached 1is a discussion draft of the Enterprise Partnership
Proposal. We tried to flesh ocut the group’s consensus, inserted
8 few suggestions, and highlighted open issues. If we've missed
any ideas (or spurred any new ones) let us know. Everything we
have written is tentative, open to discussion, and subject to
change by the group. Tomorrow we will transmit a table outlining
the characteristivs of the twoe tiers for enterprise partnerships.

Also attached is a new master list of working group
participants with phone and fax numbers, An asterisk is placed
by the names of those persons who have been working on the
Enterprise proposal.

Pleage fax your comments, thoughts for restructuring, and
suggested changes and rhetorical alternatives to us and to all
other members of the Enterprise Partnership working group by the
end of the day on Friday. We will then gsend a new draft to you
by Monday morning.

Please plan to attend a meeting on Monday, March 15 from 1
to 3 p.m. in Room 230, We hope to come to an agreement on the
major issues in this meeting. If we 4o, then each agency will be
responsible for getting its Secretary to sign off. We hope to be
able to present a decision memorandum to the President by the end
of next week. .

‘ Empowement Zomes

o

*

co: Gene Sperling
Bruce Reed

1
i

%: bl



! THE WHITE HMQUSE
WASHINGTON
March 8, 1993

: DRAFT FOR DISCUSEION

i

MEMORANDUM FOR ENTERPRISE PARTNERSHIP WORKING GROUP

FROM: "PAUL DIMOND
' SHERYLL ‘CASHIN
_PAUL WEINSTEIN
i

SUBJECT: - ;Exwaxpazss'paawngasxxps
I. ACTION FORCING EVENTS:

« Campaign pledge--reinvent federal process to ampower local
communities to join with private sector to revitalize &istressad
urban and rural areas.

« Holdover Congressional Bills--to enact enterprise zones
{"EZ"}).

+ Supplemental Appropristion--to determine use of FY 93
bagseline budget amount of $500M for Community Investment (which
. our Budget and previous congressional appropriation reserved for
EZ). _
To date the key congressional gommitted have expressed s
willingness to hold off on pressing any EZ bill so long as our
piroposal is ready for submiszsion on or about April 8. In
addition, we should be prepared by March 20 to advise Congress on
how we wish to allocate the FY 83 Community Investment
appropriation {(including, e.49., 8 portion for the Safe Streets
Initiative}.

ITI. BACKGROUND
|

In the continuing migration of people, firms, and capital
throughout this century, the urban and rural landscape has been
pocked by areas of substantial distress, disinvestment, even
ghattolzation in some places. Discrimination, isolation,
breakdown in family and community, crime, even hopelessness
parvade too many ¢f these places. The human despaly and
dependence, physical deterioration and gapital flight in many
distressed areas has been decades in the making.

T remain competitive in the global marketplace, we as country
must what is also right: offer s lever of wider opportunity so
that distressed areas and persons now isolated in a cycle of
poverty can join the economic mainstream. In return, we must
demand responsibility and expect regults.

¥
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Previous attempts to revitalize such digtressed areas by directly
reversing the tides of migration and the forces of the markel
have not proven effective. "frickle down” advocates argued for
tax incentives to lure firms into relocating in distressed areas,
while "tax and'gpend” defenders countered that moere government
spending on social services and physical improvements within
these distressed areas was necessary. Some from both camps
argued that we need only combine the two approaches to m&ke a
difference.

The Pregident pl&dg@d a new Girection--to invest in peocple, to
promote community and famdily, to empower persons and firms to
work, to enable distressed areas to become integral parts of a
dynamic logal, metropoelitan, regional and national economy.

To meet this pledge, we recommend & bold initiative for
Enterprise Partnerships ("EPs") which:

» challenges states and logalities, universities and
foundations to form new partnerships with the private sector
throughout each local region and with the affected local
communities to bulld enterprise in distressed areas

b

+ challenges these enterprise partnerships to develop bold
new ways to work with the markets, the changing sconomy, and the
dynamic forces of mobility and opportunity throughout each local
region

» coordinates federal assistance, the economic stimulus .
package, and the proposed investments for the future 1o help each
such enterprise partnership become an engine of growth and change

« makes all fedaral assistance responsive to the neesds of
gach such &ntagpris& partnership

+ learns %hat works from each such enterprise partnership

» demands that each such enterprise partnership take
responsibility for the results of its work,

The success ©f. each enterprise partnership will be measured by
the extent it {a) empowers local residents to become full
participants in the economy and (b) enables distressed areas to
become integral parts of the local, metropolitan, regional and
national economy.

Federal support £or Enterprise Partnerships is & hand-up, not a
hand-~cut. This is an investment, not & pay~off, This is not
business as usual for any of the parties to the Enterprise
Partnerships. What works will be offered as a model for others.
What doesn’'t work will be discicosed, and federal assistance will



be redirected.

Our ultimate success in the decades shead will be measured by the
extent t¢o which such a federal hand-up targeted to particular
places is no longer needed.

III. RECOMMENDRTION.

A. Enterprise PartnarahiQQ To induce States and localities
to form new Enterprise Partnerships, the inter-agency EP working
group has considered a wide variety of possible options
concerning the legislative criteria, the challenge grant and
selection progess, the type and amount of federal inducements,
the number and geographic target of the EPs, and the process of
coocrdinating federsl agsistance. We recommend:

« up to 10 pilot enterprise partnerships that will receive
enhanced ingentives, spending and coordination, and access to
capital and oredit to provide a meaningful laboratory for
experimeﬁtatiﬁn and learning on economic growth in distressed
areas X

«0f these pillot enterprise partnerships, up o & will be
urban, at least one for a city with less than 500,000 persons,
selected by the HUD Secretary in consultation with the inter-
agency principals: up to 4 rural, at least 1 including & Native
American Re&&rvation, picked by the Agriculture Secretary, in
consultation with the Interior Secretary and the inter-asgency
principals

}

« up to 150 additional enterprise partnerships that will
receive full coordination, more limited incentives and spending,
access to oredit and capltal, plus priority for assistance under
selected federal programs ’

» deaignaiion for up to 10 years, unless revoked sooner by
the Segretary
. ahjaatié& criteria for geographic area targeted forx
service by EP--
i

‘Minimum Population

Urban 15, 000
? Rural g,000
Eﬁﬁximam Papulation 100, 000

¢ {which will constrict most
: urban zones to less than
: 8 sguare miles)

jMaximum.Area in Sguare Miles



Vrban 20
: Rural 1000
. \
Maximum number of non-contiguocus
! areas
H Urban . 3
i Rural, if within state 3
Rural, if multi-gtate g
‘Maximum number of States
Urban 2
Rural 3
‘Minimum ¥ of Households in Poverty
In 40% of tracts 35%
In 80% of tracts 22%
In 100% of trascts 15%

Tissue: Secretary discretion to waiva?)

» a challenge grant process to re-invent government at all
levels {a) by offering a flexible, interagency block grant,
gingle pocint of federal contact, fair access to Credit, capital,
and community lending, and a mix of federal inducements and (b}
by requiring a local action plan for economic growth from a
comprehensive enterprise partnership, including state and local
government, the affected communities, and the private sector in
the region

+ evaluation by Secretary of local action plans based upon
the following criteria--

extent of expansion and creation of private
enterprise and jobs in the targeted area;

extent of tangible private sector commitment and
contribution from the region to increasing enterprise;

the effectiveness, efficiency, guality and
coordination of delivery of all services {(including
public safety, education and training, small business
assistance) to promote enterprise;

 the extent to which affected communities and
residents (including those who are working poor, poox
and unemployed)} of the targeted area (a)} participate in
plan, (k) take responsibility for implementation,
{e:) are full stakeholders in the resulting enterprise,
and {(d) participate in a course of action to achieve
self-sufficiency:
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- effectiveness of plan for human development;
effectiveness of plan for physical development:

certification of insurance availahility for the
targeted area;

extent of lending and use of community davelopmant
financial institutions to make commercial, business,
and ?oasing ivang to promote enterprise in the area;

%rehabilitatian of publicly owned property and
infrastructure to promote enterprise:;
H

%ccmplementary state and local tax ingentives,
regional coordination and cooperation or othey
inducements to promote enterprise;

ugse of available federsl. state and local bonding
authority and tax credits to promote enterprise;

program to implement the National Education Goals;

the strength and guality of the state and local,
university, foundation, and private sector
contributions and commitments;

: the effectiveness and enforceablliity of the
commitments in the local sction plan:

‘the relative level of distress in the targeted
area;:

performance measures, evaluation and pzan for mid-
course corrections, reporting.

+ periodic performance review by the Secretary, with
designation subject to revocation unless local action plan
revised to satisfaction of Secretary

» direct spending inducements

0f 3500M Community Investment appropriation for
FY 83 and FY 94, BO¥ allocated to the urban pilot EP's
and 20% to the rural pilot EP's through block grants

Additionally, set aside an appropriaste percentage
of the funds (or sppropriate number of designations for
bl() other! agency pilots) in the President's economic plan
for the 10 pilot EPs:
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EP'"fwm

--CD8G

4

~-HOME, HOPE, Section 223{e), 234, 237, etc.
--Spction 8 vouchers and Moving to Opportunities
~w-Youthbul ld

~-Head Start and Head Start-related feeding
--Parent Education and Family Support

~~National Service

~wJob Corps expansion

-=Repalr of Job Corps centers

~-Ona~-stop shop career centers

~~Youth Apprenticeship

--8afe and Drug«Free Schools

~w-National Bducation Goals, Education Enterprize Pilots
-~Walfare to Work Reform Pilots

~~Haad-gtart Pilots

wwathar?

‘Finally, aaﬁrdinatian and priority

- to all the EPs when they apply for federal fund& under

existing programs, including'

“-Justice/Crime Initiative ~- "Cops on the Beat®

~~Job Training Partnership Act

~~Youth Falr Chance Grants

-=Section B vouchers, Moving To Opportunity

~«PH Drug Elimination, Safety, Sport, Study

-=Property lopravement Loan Insurance

--Home Mortgage Revenue Bonds

~wFannie Mae, Freddie Mac targets

--one stop shopping for federal technical assiztance,
SBA, federally assisted finance, COB bank, services

~=0ther?

« labor and employment tax incentives for the ten pilot

Wage Credits for employers in targeted area
employing residents of zone [issues:only for additional
FTE equivalent or all? refundable? amount? declining?
How handle displacement, substitution igsues for
emplovars who just want to keep costs down by

turning over?]

Targeted Job Tax Credits for employers hiring
residents [issues: employee household income limit?
more effective than TITC because targeted? Symbolic
value because connects EPF’'s to local labor market?

If we' increased the TIC, even for emplovers in target
are and actually required training, work better or
provide better message that straight Wage Tax Credit?])

fissue are these to blunt an incentive? Is

»

—_———m A & m o
K
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a 39§cial BITC for residents any kind of incentive
for employers?

t
“» resident empowerment incentives in all EP's--

{a} New Frontier Bomesteading {e.d., low~cost finanging
to resident Community Investment Corporations for ascguisition and
development of land, TV cable, fiber optic, information highway
and other technology infrastructure, and intellectusl
property/technology transfer in the area, with gsain recognized To
resident on sale upon leaving the community and shares earmed for
providing serviﬁa, learning, working, ete.7}: .

{b) Moving to Opportunities, HOME, Homeownership,
Mortgage Revenue Bonds, FHA/VA, Fannie/Freddie targets, and other
access to housing programs and credit; and

{r) expanded commercial, CD Bank, SBA business lending,
Rural small business lending, access to credit
: H
- additional resident empowerment incentive in 10 pilot EP's
by encouraging employee ownership and the necessary high
involvement management for competitive firms of the future (e.q.,
interest on loang to finance employee cwnership treated like
Municipal Bonds for first five vears, with sliding scale
thereafter until reach then current taxability: gains to
sharehoclders deferred to sale; full disclosure and wvaluation
prior to acguisition; full participation on Board of Directors
and full voting shares; skill-based compengation, gain-sharing,
profit-sharing)
1

» capital and investment incentivés for defined EP Business
and Qualified E? Property (described on attachment A) in 10 pilot
EP's--

?ra§arty expensing (section 179)
!
&aaalaratad depreciation

Low-income housing credit (130% and more flexible
on mixed-income, mixed-use)

Other {e,g.; ITC for equipment, facllities,
buildings tied to numbers of emplovess served in
targeted area?

radditional capital and investment incentive for all EP’s--
unlimited tax-exempt facility bordls ‘

6ther?
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~

B. Planning, Evaluation and Sunset: The Enterprise
Partnership Proposal strives to induce many bold, new, local
experiments at the lowest possible budget cost. From the outset,
the private sector can provide focus and support: we believe that
major foundations and corporations throughout the country will
volunteer resources {money, personnel, and technical assistance)
for the extensive work necessary to develop comprehensive local
action plans in response to the challenge grants, Applicants
will have 180 days from the issuance of the Challenge Grant by
the designation Secretaries to respond.

The aim of theizntarp:ise Partnershipe is not to demonstrate that
geocgraphically :targeted inducements will forever be essential to
enabling distressed areas to enter the economic mainstream of an
otherwise thriving local, regional or national economy. Instead,
our ultimate objective is to demonstrate how States, localities,
the private sector, local communities and residents will be able
to lever off of the new federal investments made in all persons
to achieve full participation of urbsan and rural Americs in a
dynamic national economy. Periodic review by the Secretaries of
the results of approved lecal action plans and mid-course
corrections 1s therefores essential,

Independent review and evaluation of the veriety of local
experiments and the effectiveness of the reinvented federal role
is also critical if the many lessons from diverse Enterprise.
Partnerships are to be learned and shared. Provigion for
Challenge CGrant funds should therefore be made for independent
evaluation and detailed publication of results, findings, and
recommendationsg, f£irst, in 1998 and, again, in 2003 following the
decennial census,

Finally, we recommend a sunset for the Enterprige Partnership
legislation at the end of ten y&ar$,

Le: 1 As a matter of policy, the EP
Working Group wuuld prafar to breach the Budget Enforcement Act
{BEA) wall by shifting the mix of federal inducements to a larger
ancunt of Community Inveastment and a smaller amount of tax
expenditures., However, 1f this process to rationalize the budget
process so that tax expenditures are not specially protected will
require dalay beynnd this legislative sesslon, we recommend that
proceeding immaediately with the mix of inducements described
above. Although this mix may not be ldeal, we believe that it is
more than sufficient to induce the states and localities to form
broad enterprise partn&rships and to propose bold new
inltiastivas,

IXX. CONCLUSION

Enterprise Partnerships empowar opportunity, demand
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responsibility, and build community. With Enterprise
Partnerships, every place in Anerica--nd matter how distressed-- -
will have good reason to hope rather than despair. With
Enterprise Partnerships, we can invent the ways to join togethex
in new and more prosperous futures for all Americans.

e Gene Sperling
Bruce Reed

b e



THE WHITE HOUSE
" | ' WASHINGTON

| * March 3, 1993
' 1

M@OWDUM FOR WORKING GROUP ON ENTERPRISE ZONES

FROM PAUL DIMOND
SHERYLL CASHIN
PAUL WEINSTEIN
¥Yision

' Bill Clinton does not believe in programs that simply pour more moncy into
burcaucracies. He is willing to commit more money to social programs, but only if they
empower people, grass roots organizations, and communities to help themselves, He stated
throughout the campaign that the solution to our many urban and rural social problems is not
"morte of the same,” but hard work leavened with innovation, grass roots empowerment, and

hope.

To ensure the efficient use of scarce federal funds for experiment that dares fo attempt
such a new direction, a Clinton/Gore enterprise zone program should include some type of
compact between the community, the private sector, and the federal government, to take
sesponsibility for the program’s success. Communities and local governmerts, though
financially distressed, must provide some tangible commitment (i.¢. non~monetary matching
grant such as land or technical assistance, 2-year renewal requircments, detailed strategy).
Companics that take advantage of the zones, must take responsibility for hiring inner city
residents.  And the Federal government must not only be responsible for providing money,
but also for a program that is efficient, allows for flexibility, is short on red tape, and
SIPOWETS.

- Qur focus, therefore, should pot be on how much money we can sperd on snferpnse
zones (whether in tax incentives or community investment), but on how little is essential to
induce local partners to sespond creatively and comprehensively. There are a number of
existing and proposed community development and human resource programs. We need 1o
structure our enterprise zone proposal so that we ¢an test reinventing these programs with our
tocal partuers.

Finally, we need to explore new ways of enticing companies who recognize the
importance of our inner ¢ities and rural arcas as engines of our economy to participate in this
program. ’

* Attached is a proposed working agenda for your consideration.
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March 3, 1933
AGENDA

WORKING GROUF--ENTERPRISE

MARCH 5 MEETING
TREASURY ROOM 3000; 10:00 AM

Designation
~number--~e.g., 10,20 50
-types--e.g., urban, rural,

~agency choosing--~e.g., lead agency, interagency
~duration

Eligibiiity criteria
~who can apply
~giza-urban, rural, discretion or flexibility

-shape, non-contiguocus, CDB/hospital/university
~population

~measure Of distress

Inducements .

_~types-tax incentives, community ilnvestments, targeting of

programs, deregulation, coordination, CD lending
-mix of inducements

~Fflexibility, discretion on mix/amount of inducements

~how induce the most creative proposals with the least
. additional federal outlays

.

Challenge Grant Process

i-timing

~criteria for review and selsction

-agency discretion on mix/amount of inducements
-~applicant match, contribution, coordination
-anything to offer (e.g., deregulation/coordination,
CD lending, Community Investment funds, portion of
Block grants from HUD, HHE, etc.) to good
proposals not selected to induge to go forward

gvaluatian{héministrati&n

~measures

-vho conducts evaluation

«interim review process

~mid~-course correction

~lead agency, interagency coordination

IV. Budget

-tax incentives

~agdditional investments

H
E



~targeting of base and ner programs

~management/oversight/interagency coordination
-gvaluation

~&aps/phase-out/sunset

Political Process and Calendar

~what in legislation

~what in Agency RFP

~what constraints from OMB Budget process
-giscretion in Secretary/President

~timing of suppleméntal for Community Investment
~timing of hill

~timing/nature of consultation with the Hill



