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U.S. DEPARTMENT OF HOUSING ANO URBAN DEVELOPMENT 

THE SECRETARY 	 • () \ '1L 
WASH!NGTQN,O,C.2041o-0001 t\;~ \. '-'~, 0 

August 9, 1995 	 cy to , .. , 
~,-	 r c.:"'~ A,,J 

V . .;."r~'7'!' .. 
MEMORANDUM FOR: President Bill Clinton <t,~,,~
FROM: Henry G. Cisneros I~~ 
SUBJECT: President's Urban Strategy 	 ~~ 

. 
At our first Cabinet meeting, you said that if Cabinet Officers aver had 

an urgent message which we felt you should see that we should put it in a 
memo and you would review it. Knowing of the immense demands on your 
attentions I have tried not to abuse that privilege, but I want now to convey to 
you in the strongest terms that the time Is now or never for a Presidential 
urban strategy. 

I am not making a self-serving plea for budget or programs; this is not a 
call for a HUD urban strategy. I believe it Is time for a Presidential strategy 
which either takes the form of a definable White House effort or which 
combines the urban Initiatives of several Departments in a cohesive way. I am 
acutely aware of budget and Congressional barriers, but there are overarching 
reasons why a Presidential initiative is urgent: 

1. The cities are hurting badlv and the nation will pay the 
consequences for many years: 

The effects of the Congressional budget cuts further erode urban 
conditions that were already dangerously deteriorated. Economic vitality and 
jobs have been sapped from city after city. Daily we lose more of our Inner 
city children to drugs, gangs, and guns. We must draw deeply on our 
experiences and determine the two or three most important things that can, 
make a difference. I have outlined some suggestions herein. 

2. 	 We are about to be flanked by the Speaker: 
I 

As hard as it may be to believe in light of the unconscionable House 

cuts, Speaker Gingrich, on the sheer strength of rhetorical flourish, publicity 

gymnastics, and the energy to start a dialogue with unlikely activists, is 

working to end run our agenda. What he has done in the District of Columbia 

is a foretaste of what he can do nationally and is in fact preparing to do . 


• 
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His think tank, the Progress and Freedom Foundation, is now meeting 

with Democratic Mayors concerning a Contract with America's CIties. It will 

have attractive Ideas and cOL:fi!·caplure the high ground of the publlc's 

Imagination even as his Congressional allies decimate urban programs. 


3. We are running out 01 time: 

ThE' 1997 budget you will prepare this Fall Is the last one this term In 

which you can offer a credible urban package. 


4. Ihere is always room In the budget for Presidential priorities of 

reasonable size: 


If you decide early In the budget process that an urban program Is 
needed, It will be a facto(throughout the entire budget process Instead of an 
afterthought that cannot be accommociated because II would push out olher • 

spending lale In the game. 

5. We do not have enough 10 sland on in the cilles: 

Empowerment Zones In 12 cities are simply not a broad enough program 

to stand on. We have to have something cooking that Is more broadly based 

and hopeful to more cities. 


6. We can be caught f1al·footeci by the violent outbreaks which will stem 

from the anger In the cities: 


There have been three contained outbreaks of civil unrest In recent weeks· 

Indianapolis, Coconut Grove outside Miami, and Los Angeles (see attached 


- descriptions and a column from the Boston Globe.) Many local leaders are 
worried that It won't take much to set off wider disturbances. We do not want to 
be caught flat·footed If civil unrest occurs, which Increasing numbers of local 
leaders feel Is Inevitable. 

Mr. PreSident, for all of these reasons I recommend that you conslcier one 

or a combination of the following kinds of rn.ban Initiatives as a centerpiece of 

the 1997 budget, with an announcement as soon as possible that you Intend to 

do It. Tho central theme of these suggestions Is that they expand economic 

opportunities for residents of distressed communities and put people to work: 
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A. Building Competitive Cities: Conneeting People to Work 

1. Draw private investment to the cities by lowering the business YIlS 
burden: 

1IfI.,.

The chaIlenge is to get the capital markets to respond to the cities. A 
commercial revitalization tax credit for distressed communities would 
replicate the success of the low-income hOUsing tax credits. Tax credits 
could spur private investment to generate Jobs as weIl as provide needed 
community amenities, such as neighborhood shopping districts. 

One approach would be 10 pursue a second round of empowerment 
zones matched to tax strategies, such as: 

- capital gains relief to businesses that reinvest gains in an 

EZ business asset; 


< 

- a portable tax credit, allowing businesses outside the zones credit 
for hiring residents who live In these communities; and 

- a welfare-to-work credit for businesses who hire EZ residents who 
currently receive AFOC benefits. 

The Vice President's involved lea;lership on the first round of zones has 
spurred an unprecedented level of community organization and strategic 
planning. The zones are proving their ability to leverago substantial private 
capital. (Lead Agency: Treasury) 

2. Prime the pump with smart public investment: 

The most flexible and successful tools available to local officials for 
local economic development are HUO's Section 108 and Economic 
Development Initiative. In FY 1995 alone, the combination of these two 
programs has helped 70 communities create or retain over 10,000 lobs. The 
assistance has leveraged billions in public· and private Investment and has 
supported such key efforts as the creatio,!, of small business revolving fun;ls 
and the location of Inner...,lty supermarkets. The Mayors describe It as the 
most effective federal money to use for local economic development, though 
Commerce's EDA funds are also very effective. 
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The House Appropriations 'bill drastically curtails these programs, 
reducing the limitation on Section 108 loan guarantees from $2.05 billion 
to $1 billion and eliminating the $350 million Economic Development Initiative, 
completely. These were the kind of funds used to make possible the Los 
Angelos CD bank. A wide v~rlety of local Job generation strategies can be 
built on expansion of these programs. (Lead Agencies: HUD and Commerce) 

3. Spur Community Development Banks modeled on the Los Angeles 
Commyn!!y Development Bank: 

This initiative deals with a critical linkage connecting people to work 
Increasing access to job..:reating debt capital In the inner city through the 
creation of CD banks. It builds upon a successful model pioneered in Los 
Angeles by Mayor Riord~n. Vice President Gore has called the Los Angeles 
community development 'bank "a model of Innovation and creativity for the 
rest of the nation." If the CDFI appropriation remains mired (it was reduced to 
$50 million as a result of the FY 1995 rescissions bill and receives no funding 
in the FY 1996 appropriations bill) it should be remembered that the Los 
Angeles bank was the result of HUD's Economic Development Initiative and 
Section 108 programs. They can be a vehicle for putting some banks in place 
now. (Lead Agency: Treasury and HUD) 

OR 

4. Reclaim environmentally unsafe central cltv land and provide training 
and lobs in clean-up and redevelopment: 

One of the most challenging problems facing cities is the clean-up and 
clearance of old Industrial sites that in their existing condition are barriel'S to 

~ 

redevelopment. Contaminated land represents more than 40 percent of 
Cleveland, more than 20 square miles of Philadelphia, and thousands of acres 
of Detroit. ' 

Cities need land that is cleared and free of environmental hazards 
before they can begin to make businesses or housing strategies work. Capital 
grants to clean...p "brownflelds" can be matched to training funds to employ 
central city residents in environmental clean-up activltles. Available land and , 
ready cal,ltal will form a powerful combination to help cities exploit their • 
competitive economic advantages and attract back middle-income 
homeowners. The scale of this effort should be to clear sites of hundreds of 
acres 'so that large scale business developments and subdivisions of up to a 
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thousand homes for homeownemhip can be built. (Lead Agencies: EPA and 
Labor). 

5. Expand the Bridges-to-Work Demonstration to a National Scale: 

"As I try to show In my own work, decades of poverty concentration and 
job suburbanization have isolated the poor residents of many Inner cities from 
the areas of greatest employment opportunity In their metropolitan regions. 
While efforts to reduce poverty concentration and to reverse job 
suburbnnization remain Important national priorities (e.g. fair housing 
enforcement and empowerment zones, respectively), Bridges-Io-Work would 
test a third and complementary approach: directly connecting inner city 
residents to job opportunities outside their local communities." (William 
Julius Wilson, in letter 10 Secretary Cisneros, June 15, 1995.) .. 

The Bridges-to-Work demonstration (BtW) is an exciting initiative that 
directly connects inner.city residents to job opportunities outside their local 
communities. Five national foundations (Ford, Rockefeller, MacArthur, Casey 
and Pew) are supportlng PUblic/Private Ventures (PPNI to design this 8-slte 
national demonstration. During the course of two years of intensive 
development work, PPN has assembled an impressive set of eight polantial 
sites including metropolitan Chicago, Philadelphia, St. Louis, Baltimore, 
DenVer, Milwaukee, 51. Paul and Newark. These eight partner sites have 
formed planning collaboratives representing interests from throughout their 
regions and have developed detsiled Bridges-to-Work projects that are ready 
to be implemented. 

William Julius Wilson calls Bridges-to-Work the "single most Importsnt 
anti-poverty R+D initiative underway in the Administration." FY 1997 Is the 
time to expand Bridges-to-Work to a national scale by providing modest 
federal planning grants to metropolitan planning collaboratlves across the 
country, enabling them to replicate the accomplishments of the demonstration 
sites. (Lead Agency: Labor)' , 

i 
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B. 	Express Our Commlbnent to our Children and Youth 

1. 	 Create a Network of "Empowerment Schools" and "Fresh Start Academies" 
I 	 0/1-
Despite all our current efforts, we stand In jeopardy of losing a large 

proportion of inner-elty youth to the streets. The statistics are grim and 
unrele'ntlng. Drop-out ralas in inner-eity high schools typically approach 50 

• . percent One-half of all African-American male school dropouts under age 25 
are now under criminal Justice supervision. The employment rate of such 
dropouts is less than 40 percent .' 

If any urban strategy is to be successful, we need to address these 
proble'ms head-on, building upon the lessons of the efforts to date. Two ideas 
have emerged which, I believe. held great promise. . 	 . 

i 	 . . 
The first is to create a network of "empowerment schools" that would 

stimulate community-wide collaborations and comprehensive strategies for 
supporting parents. children and youth. As in the successful empowerment 
zones,! communities (Including private business) would be challenged to offer 
integrated solutions that cross agencies and disciplines. Communities would 
be giv~n the latitude and flexibility to combine existing programs as well as 
compete for new funding. The possibilities for marrying what are now 
dispar~te and unconnected federal funding streams - public housing, Head 
Start, school-to-work, summer jobs - are endless. 

I 
, 	 , 

The second idea, which is complementary, is to offer a fresh start to 
troubilld youth by providing them with disciplined, structured environments. 
One approach Is to support a network of "Fresh Start Academies" that could 
offer four years of quality education and vocational training in an environment 
of character-building discipline. Graduates could be guaranteed college 

~ 	 scholarships. There is great potential for the use of retired military personnel 
in such an effort. (Lead Agency: Education) 

II C.. Unking the Cities to the Momentum of the Information Age 

1.' Convert public housing complexes to campuses for learners: 
I 

"iublic housing complexes can be ';;structured as learning campuses, 
as universities for the residents, as homes to communities of learners. The 

. housing units become dormitories which support the classrooms and 
computer rooms nearby for residents of all ages· developmental day care for 
children, public schools adjacent to the campus for youth. training and 
college' curricula for adults, and self.improvement classes for seniors. 
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f 
Classes are held everyday on-campus, given by faculty who commute 

there or live there. 
I 
Every residential apartment can be wired to offer the computer 

connnections necessary to make self-paced learning possible at all hours. 
The Information highway need not bypass distressed neighborhoods Qr poor
people! ...,.. 

I 
The psychological difference between public housing as It Is and this 

concept of communities of learners Is that, like at a university, residents at the 
"learnl\lg campus" Is not viewed as permanent but for as long as the 
educational program takes. The ever-present expectation Is self-Improvment 
and the quest for eventual self-sufficiency. For all but seniors, residential 
tenure Is limited to no more than four years, consistent with the duration of the 
currlcuium. (Lead Agency: HUD) 

OR 

2. Seed Inner cmes with a network of "electronic villages": 
I 

In the same way that the Interstate highway system bypassed poor and 
disadvantaged communities accelerating their economic and social decline, the ,
Information superhighway could bypass and further isolate distressed ,
communities and their residents from the social and economic mainstream. 

I 
The theory behind this Initiative Is that by providing residents of lower 

Incomel neighborhoods with the primary tools of access to today's information 
economy, barriers will fall and posltive economic resuits will begin to accrue. 
This inl!iallve will help fund a network of learnlng-orlenled inner-clty 

• neighborhood centers which connect reSidents, businesses, service providers, ,
and govemment In a community network. II would build upon and expand ,
FHA's current initiative in the Edgewood community in NE Washington, and 

~ upon eflorts to train residents In computer literacy and create resldent·owned 
businesses based upon computer technology. Tremendous economic gains 
would result, lor example, by amending CRA to give leaders CRA credit for, 
subcontracting a smail fraction of their back-office data processing operations , 
to resld~,"I-owned firms. , 

i
Pushing the envelope on eieetronlc villages and the broader concept of 

electronic' community development would require the close coordination of 
HUD, Commerce, Education and Labor - each of which is experimenting with 
how to bring the benefits of 21st cenfury technology 10 Inner cities. This,
Initiative builds on the Vice-President's Interests In the Information super 
highway and Is a win-win initiative for all concerned. (Lead Agencies: Labor, 
Education, Commerce, HUD) 
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CONCLUSION 

Mr. President, It Is ob"~<lUS that government alone cannot solve the 
problem of the cities. We will change the course of Inner city life only If the 
nation :commlts both private and public energies, talent and resources. 
Churches, family, Involved adults, volunteerlsm, boys and girls clubs - these 
are the real means for reweaving the social fabric In our distressed 
communities. 

I 
This Issue offers you an opportunity to have a sober conversation with 

the nation on the American future and potential. It places you In a position 
above party and above Individual gain. You are at your best - national service, 
the Me!1lphls speech, the Affirmative Action decisions - when you lift the 
national dialogue to a higher, even spiritual, level where you encourage and 
exhort 'Individuals and communities to fulfill a higher purpose. 

I 
Again, I am not advocating for anyone of these proposals individually so,

much as making the case that you and the nalion need an urban message. I 
would likE> to back-up this case with the opportunity to speak to you and expand ,
upon the urgency of the nation's urban condition. 

i 



Indianapolis, Indiana 

A protest against alleged police brutality turned into a four square block "mini-riot" 
as ternicd by Indianapolis, Indiana Mayor Stephen Goldsmith on July 26, 1995. The incident 
involve:d approxim~tely 90-100 r.::)~stors and more than 100 police. Twelve.people were 
arrested on this fIrst night of problems and eleven people were injured including one police 
officer hnd a television cameraman. At least a dozen police cars were damaged by rocks and 
bottles. 

:rhc incident stenuned from arrest by a white Indianapolis Police Department (IPD) 
Sergeruit of a black individual as a part of a narcotics .investigation. The Subject sustained 
injuries', some of which were alleged to haye been inflicted by the police officer during the 
arrest. .!Ac<:ording to the PoliCe Sergeant, the Subject ran from police and was later located 
and arrested. The Subject allegedly ran again and was then knocked to the ground by the . 
officer.j The Subject was charged with resisting and fleeing·arrest. After being released,' the 
subject Iwas joined by several neighborhood residents in an lIinformal protest." regarding his 
arrest outside the Northside'District station of the Indianapolis Police Department. As a 
disturba'nc<: developed, JPD called in available officers to manage the diSturbance. Over a 
three h6ur period, approximately 100 police officers usedtear.gas, K-9 units, and armored 
riot vehich~s to disperse the crowd. . 

I, 
On the following day, July 28, 1995, another disturbance occurred in the same 

vicinitylresultingin the looting of a drug store and the attempted looting of a pawn shop. 
This rally began as a protest ofJPD's handling of the recent arrest and the previous night's ., . 
confrontation with protestors. At least 100 police officers used tear gas and arrested 27 
people for disorderly and'other unlawful behavior. Approximately. two to three dozen cars , 
were attacked with stones, bricks, and glass bottles.I . 

Police agencies. involved include IPD, Marion County Sheriffs Department, and the 
Indiana IState Police. . 

I , 
Indianapolis Police Chief James Toler has ordered and internal investigation into . 

allegations the JPD officer beat· the Subject while handcuffed. Toler also requested a 
separate' U.S. Justice Department investigation. No problems have occurred in the following 
days suice the two consecutive nights of disturbances noted above.I . 

The disturbances did not involve Public Housing.property or occur in close proximity . 
to. such 'property. The neighborhood involved is !he near North side of Indianapolis, .and 
economically poor neighborhood. Residents of tIiis neighborhood have recently requested 
additional police 'help to combat drug trafficking problems. . 



Coconut Grove, Florida 

On the night of July 27, 1995, in Coconut· Grove, Florida, police responded at 10: 15 
p.m. to a large crowd gathered for a block party at Douglas Road and Day A venue. The 
police itold the Disc Jockey he nee.ded a permit for the party which was broken up. Dozens 

. of young people, .s a group, begti'"breaking windows, setting frres, attacking motorists and 
flippmg dumpsters. One hour later white police officers arrested two black robbery suspects 
in the 3500 block of Day Avenue and at that time, two blocks away, the fll'St rocks and 
bottles! were thrown. '. .' 

In Coconut Grove on July 18, 1995, a white police offi",,!, StOpped Torrey Jacobs, a 
black male, for questioning. Jacobs was wearing, ski mask and had a replica pistol. Jacobs 
tried t~ flee and dropped the replica pistol. When Jacobs trind to pick up the replica pistol 
the police officer shot and killed him. The individuals. in the disturbance on July 27.1995, 

, were ~earing pillow'cases and t~sp.irts·over their faces with the eyes cut out, simUar to what 
Jacobs jwas wearing. 

I 
[fhat was the second dismrbancein Coeonut grove since May 1995 when white police 

officers arrested 17 year old Jimmy Tocker, a black. male, on charges that he threw. rock . 
through the window of. car. Witnesses claimed the pOlice roughed up Tocker and people 
took talthe streets to protest. Tbst disturbance Was larger than the one on July 27,1995. 

The residents have requested police sweeps of drug dealers and a police substation at 
. the corner of Douglas lind Grand. There is a history of drug 'activity in this arc. of Coeoual 

Grove based on conversations with Metro Dade Police Department. These incidents 
occurred ,near pubHc housing developments. 

I 



Los Angeles, CA 

On Saturday, luly 29, 1995, two unifonned Los Angeles Police, assigned to "gang" 
investigations. responded,to'a call in the Lincoln Heights area1 and spotted Antonio 
Gutierrez, 14, crossing the stree~th a pistol. When officers confronted the youth, at 
Eastlake Avenue and George Stieet'in the Lincoln Heights area of Los Angeles, he allegedly 
rurned his weapon upon the office",. Before the youth had an opporrunity to fire, the 
officers fired, killing the 'youth. Allegedly: office", reeovered a TEC-9, (9mm 
semiautomatic pistol) from the body. Friends of Gutierrez, who witnessed the shootiug, 
contend that he was carrying a flashlight, or was in fact carrying the weapon but tossed it 
away when confronted by the officers. Within an hour of the incident, a crowd, demanding 
"justice", gathered and became unruly; . 

. Approximately 100 officers were .alied in to control the crowd, with three men 
subsequently being arrested. There were no subsequent injuri~s. 

On Sunday, July 30, friends of Gutierrez confronted police to show that they believed 
the shooting incident was wrong. Police and Gutierrez's friends reached an agreement in 
order that a "carwash" could be held in order to raise funds for his funeral. However, at 
aboUl 5 p.m., police rerurned after local motorists complained that youths were disrupting 
traffic and throwing rocks at passing cars. Police responded and arrested about 10 teenagers . 
who were sitting on curbs awaiting tranSport when a crowd began to grow. The crowd 
became unruly, throwing bottles and settiug fIres while shouting at police. 

Approximately 100 offIcers were dispatChed to the area and began to chase down 
protesters, who kept runniIig intO local stnres and returning to throw bottles. A total of 
about 25 people were arrested on assault and distnrbing the peace charges. 

The area of disturbance was North Broadway Street and Eastlake Avenue. None of 
the locations of the violence are in or elose to any public housing development. 

, . 

i 

Los Angeles Police are investigating. theiocidents, including the shooting'of Antonio 
Gutierrez. 

i' 
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FROM~ 	 LAURA D'ANDREA TYSON 

SUBJECT: 	 URBAN POLICY MEETING 



The President has requested that we meet with him to discuss 
Urban Policy as it relates (a) to the pending Budget 
Reconci.liation and (b) to the shape of the President's proposed 
FY97 Budget. We are trying to schedule a meeting with the 
President and the Vice-President for the week of September 25. 

To sharpen the issues and options for discussion at this meeting, 
there will be two pre-meetings: 

? MClnday, September 18 from 1:00 to 3:00 P.M. in 476 OEOB 
should identify an appropriate deputy or Assistant 
Secretary, plus one additional policy person if essentia
If you need clearance into the complex, please call Juli
Chamovitz at 456-2800. 

(You 

l) 
a 

? You will be contacted shortly about a 
meeting that will be held next week. 

Principals level 



An agenda is attached for Monday's meeting. 
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If you have any questions, please do not hesitate to call Paul 
Dimond at 456-5368. 

AGENDA 

URBAN POLICY AND THE BUDGET 
September 18, 1:00-3:00 P.M. 

I. Introduction: 5 minutes 

II. Overview of FY96 Budget and Impact of Proposed Republican 
Cuts:. 10 minutes 

III. F'Y96 Budget Reconciliation Options for Urban Areas: 60 
minutes 

IV. Policy Framework for Developing FY96 Budget: 40 minutes 

V. Assignments and Preparation for September 20 Principal's 
Meeting: 5 minutes 
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TO: Debbie B. Bengtson 
TO: Erskine Bowles 
TO: Laura Capps 
TO: W. B. Cutter 
TO: Paul R. Dimond 
TO: Janice A. Enright 
TO: Harold Ickes 
TO: Jack M. Quinn 
TO: Adam R. Kreisel 
TO: Elisabeth L. Lindemuth 
TO: Pamela B. Madaris 
TO: Sonyia Matthews 
TO: Cathy R. Mays 
TO: Kathleen A. McGinty 

'TO: Thomas O'Donnell 
TO: Valerie'M. Owens 
TO: Jennifer N. Palmieri 
TO: Carol H. Rasco 
TO: Bruce N. Reed 
TO: Alice M. Rivlin 
TO: Patricia E. Romani 
TO: Gene B. Sperling 
TO: George Stephanopoulos 
TO: John O. Sutton 
TO: Daniel Taberski 
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CBAPTER 4: EXPANDING ACCEsS TO OPPORTUNITIES 

Our job is to work together to grow the middle class, to shrink the . 
underclass, 10 expand OPPOmlnity and to shrink bureaucracy, 10 empower 
people to make the maS! of their own lives. We can't give any guarantees 
in this rapidlY cbanging world, but we can give people the capacity to do 
for IheQl$¢lves, And we must do Ibat - all of us must do it. (Remarks by 
President Clinlon to the National League of Cities, March 13. 19995, 
Washington Hilton) 

A stable and expanding national economy, though essential 10 the revitalization of 

distre .... d urban communities, is not ,ufficient. The Clinton Administration', policies to 

establish !i..cal integrity, grant middle clus taX relie~ and open the world to U.s. prodllCl! 

are creating job. and economic opportunities for Americans, However, not all 

Americans are able to take advantage of the.. expanding opportunities. Too. many 

people and too many neighborboods today are disconnected from economic opportunity 

- cut of! by the combined barriers of poor education, low skills, distance, discrimination, 

and work disincentives in the ....ting system of social supports. We cannot expect to etid 

the isolation of distressed inner city communities without forceful action 10 lower the"" 

barriers and to build bridges that allow families to overcome them. 

The Federal government bas an essential role to plAy ill these efforts." 

Therefore. in conjunetioD with 1111 successful initiames to .wbili:ze and expand the 

e""uomy as a whole, the Clinton Administration is working to reconnect poor people and 

distressed communitie, 10 economic opportunities. By fe-entering the world of work and 

responsibility. residents of distressed neighborhoods Cart rebuild their live. and their 

communities. And by buuding upon their unique competitive advantages. America's 

cities cWl regain tbeir historic position as vital centers of innovation. investment Wld 

.. John J. Dilulio, Jr. and Donald F. Ketti, Fin. Print: The Contract with America, 
Devolution, and 'he AdminisrrQrive Realiries ofAmerican Federalism, Washington, D.C.: 
BrOOkings, .CPM Report 95-1, March 1995. 
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economic: progress,lI 
...' 

TIlis chapter describes the OintoQ Administration', agenda for empowering 

people !Uld communiti•• to overcome the barriers 10 opportunity that perpetuate the 

isolation and despair of many inner city neighborhoods, This component of the 

Community Opportunity Agenda include. Policies that focus explicitly aD distre.secl urban 

neighborhoods -- "place-based" initiative. that expand aeoe.s to credit and foster job 

creation. But it abo encompasses polioie. that are universally available to all Americans 

and policies directly targeted to poor people, empowering and encoW'llging them to get 

job> and .eWove selC-!uffi'cienq. Many of these "people-oriented" initiatives will have 

their greatest impact in distressed places even though they are not spatially targeted 

themseh-es, and will enable residents to rebuild their neighborhoods into bealthy, vital 

communities. 

As discuMed ill Chapter. 1, all of these initiatives ,bare a common objective 

linldng people 10 job and opportunities. Although this objective may be .imple; the 

linkage. required 10 .chieve it are many and complex. It would be futile to focus 

myopieally on removing one set of barriers to opportunity, while numerous othen remain 

in place, thwarting the best efforts of people and communities. Therefore, the 

Community Opportunity Agenda encomp_ six broad categori •• of linkage., all <>f 

which support and reinforce One another: 

• 	 Initiative. that link poor people to eDtr)'-level job> in the private market by 

.....arding work .... d maldng work pay. 

• 	 Universal initiatives that enable people to prepare for higher w.ge job> and 

upward mobility by Investing In hum .... capitaL 

" Michael E. Paner . 

• 
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• 	 1'Iace-ba.>ed initiatives that support private ,eclOr investment and Job cteati!ll!-by,_ -,

restoring a_s. to lInancilll capital in !.be inner city.' 

• 	 The Administration's coordinated initiatives for attacking crime and violence, 

which 	U designed to remove a major deterrent to economic activity in central city 

neighborhood$ and to economic opportunity for inner city youth. 

• 	 Initiatives that link poor families to Jobs, boU$i.ng, education, and other 

opportunities outside !.be neighborhoods in which !.bey live by upandillg .-.. to 

metropolitan opportunitleo. 

• 	 Initiatives that reward savings and investment and rebuild stable residential 

neighborbood> by espandlllg hom.."."mbJp opportllnlU~. 

AU of these erilicaJ linkage. come tosether in !.be Empowerment Zone. and Entcrprile 

Communities Progrnm, which targets Federal resources and capadty building 10 some of 

the Nation's most distressed urban communities. 

Given the realitle. of today's severe Federal budget constraints, many of!.bese 

initiatives are currently being tested on a relatively small >eale. Nevertheless, thcy 

represent eritlcal lint steps in the right d!re<:tiOIl. And wben government is .fI'cctive in 

lifting barriefll and eliminating dhinccutiv.s, !.be productive energies of individual 

Americans as well as tbe private and DOll-profit se<:tors are unIeasbed at relatively Unle 

cost. 

R.........:lIag Work aDd Making Work Pay 


A fund$unelltallenet of the Clinton Adminjstration Is tbat all Americans must 

assume resP?ll$ibility for the well-being of their families and tbat people who work full

time sbould. b. able to lift themsetves and their ohildren out of poverty and dependency. 

http:boU$i.ng
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Tragically this basic principle seems to have lo.t it> meaniag for Illany Americans to<lay. 

When people pereer..e that working a, an cnay.level or lo...·skill job will not lift them out 

of poverty, they are less likely to step onto the first rung of the employment ladder. 

Instead, they remain disconnected from the economic oppolTllllities that exist around 

them, dependent upon ...elfare or on illegal activities. 

Even among the vast majority of Americans who work hard and play by the rules, 

a growing number must stnJggle to provide for themseJves and their families in jobs that 

do Dot pay a living wage. Since the early 1970s, the relative wages of lower skilled 

workers have ranen in real terms." By 1993, 16.2 percent of all fulI·time, year-round 

workers earned too little to lift a family of four above the poverty line, and IVI percent 

of families with a working parenl nevertheless Jived in. poverty.Q In addition to violating 

our basic se",e of iUllticc and fair play, these realities create strong disincentives for 

people with limited !kills or experience to join the labor m.atket. AlId they make it 

difficult for people attempting 10 escape from poverty and dependeney 10 stay in lIll 

cnay-Ievel job long enough to build their skills and credentials. 

The Clinton Administration', strategy for Jinking poor people to the eJ<Pandlng 

employment oppommitles of the future begies with three key initiatives that make work 

pay and encourage people to take the first steps out of dependency toward self

suflideney. The Earned Income Tax Credlt and the President', proposed increase in the 

minimum wage directly increase wages for people at the bottom of the employment 

ladder. AlId the Administration's welfare reform proposalJ would crea!e strong 

" Sheldon Daulger and Daniel Weinberg, eds. Fighting PoWirry: What Works and 
What Doe.m't, Cambridge Mk Harvard University Press, 1986; and Sheldon Danziger, 
Gary D. Sandefur and Daniel Weinberg, cds, Confronting POW!rty: Prescriptioru jar 
CMlIge, Cambridge MA: Harvat'd University Press, 1994. 

" Sharon Parrott, How Much Do W. Spend DII Welfare? Washington, D.C., Center 
on Budget and Policy Priorities, March 1995. 

Sce/'9Sv6'Ol 
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incentives for people to make the transition to the world of work, without creating 

unreasonable hardships for children and YOWlg mothers. 

The expansion of the Earned Income Tax Credit in the Omnibus Budget 

Reconciliation Act of 1993 effectively provides a pay raise (Of America', working poor. 

For a (amily with two children, the Earned Income Tax Credit make. a $4.2S-p<:f-hour 

job pay the equivalent of $6.00 an hour, allowing a full-time worker to lift his or her 

family out of poverty, and strengtherung the incentives for non-working parents to take a 

low-paying job and lWume responsibility for their t:amilies' support. Tbe expanded 

Earned Income Tax Credit now totals about $20 billion pet year, a substantial investment 

which can be expected to draw non-working Ameri= batk into the labor force and 

encourage law-.kilI and entry level worken to climb up the opportunity ladder. 

Today, fully 2.5 million Americans work at minimum-wage jobs. At S4.2S per 

bour, the minimum wage will sInk to its lowest real value in 40 years if it is not incrused . 
in 1996. President Clintnn bas proposed a 'lIkent increase in the minimum wage (to 

SS.IS per hour) to be implemented over the next two yean. In conjunction with the 

Earned Income Tax Credit, this incre... will enable Americans, in entry·level and low

.kilI jobs to better support thetll!elves and their families. And, like the Earned Income 

Tax Credit, a higher minimum wase creates .trong incentives for welfare recipients to 

rejoin the world of work and responsibility. AIlbough economists cliffer on Ibe sccondary 

Impacts of an increase in the minimum wage. seveml recent studies indi""t. that the net 

effect of a modest incre... will benefit America!l work." (particularly in today. 

expanding economy) without costing job.... 

.. Isaac Sbapiro, "Assessing a S5.15-An-Hout Minimum W.g.... pre.. release from 
we Center on Budget and POlicy Priorities, February 3, 199~. See also ShapirO, "Four 
Yea" and Still Falling: The Decline in the value of the Minimum Wage". analysis from 
the Center on BUdget and PoUcy Priorities, January 11, 1995. 

1M 
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The third component of the Clinlon Administration', strategy for rewarding work 

is it! colllIlritment to welfare reform, which would futther strengthen incentives for poor 

Americ:an. to make the transition from welfare 10 self.sufficiency. The current welfare 

S)'1Ilem creale. roo nlany uninlended disincentives for work. For example, in most States, 

Aid to Families with Dependent Children (AFOC) imposes more stringent program 

requirements fot familie. with both parents present than for ,ingle.parent families. 

When AFDC recipients return to work:, they quickly lose cash benefits, and their 

automatic receipt of Medicaid health coyerage ends after twelv~ months." Residents of 
, 

federally assisted hOWling mWlt aboorb rent in"",,,,,,,, as lIOOn as their income. rise and 

may even lose their .u\)Sidles long befote they bave achieved any real measure of stability 

and security. 

Since taking office, President Clinton bas vigoro~ly advocated an end to welfare 

as we know it. He bas proposed in its place a system that offers meaningful 

opportunities for people to move from welfllIe to work as quickly as possible, providing 

only temporary benefits 10 help them make the tronsition to self·sufficiency. The 

President', welfare reform principles recognize that the.e benefits impose an obUgation 

on recipients in return, requiring them to move towax<:l resuming their responsibility for 

supporting themselves and their families. 

In fact, contrary to the popular stereotype, welfare offen most recipients the 

temporary "helping hand" it was intended to provide. MaS! people wbo enter the welfare 

rolls <:10 not continue 10 receive benefits OVer many consecutive years. II is much more 

typical for recipients to mOye on and off the welfllIe rolls: two out of every three people 

who enter !he welfare system leave within twa years, and fewer than one in ten receive. 

benefits for eighl or mOre consecutive years. However, half of those wbo leaYe welfare 

rerum within two years, and three of every four return at some time in tbe future. 

• After twelve months of employment, parents generally lose their eligibility for 
Medicaid, aithough poor cluldren can retain eligibility even when a pllIenl is employe<:l. 

ee&SS~6;Ol 
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Moreover, even though long-term welfare recipients are a relatively Sl'llaU share of people 

who enter the system, they are a large proportion of those receiving benefits at any given 

time. 

The Clinton Administration's welfare reform principles require that people work 

.5 a condition of assistance," To help people make the transition from welfare to work. 

job training would be available for welfare recipients who lack sk:ills and experience, and 

child eare would be provided .0 that mothers could return to the workforce without 

neglecting their children. People unable to find a job would perform work assignments in 

the public, private, and nonprofit sectors in return for their welfare benefits. Welfare 

reform proposals thai do not create meaoingful opportunities' for work or that fail to 

ensure the 'afety and well-being of dependent children, may appear to save the Federal 

government money in the short-term, but they will not be effective in moving welfare 

recipients (oward lasting self-sufficienq. 

In addition, the Clinton Administration', vision for welfare reform strengthens 

cluld suppo:rt enforcement to ensure that noncustodial parents ...urn. responsibility for 

the financial $Upport of children they bring intQ the world. Today, less than balf of all 

custodial parents receive any child support, and among mothers who bave never 1IllI!Tied, 

the rate is dramatically lower - only 15 percent receive support. Therefore, the Clinton 

Administration advocates reforms to the existing child suppan eoforcement system that 

would establish support award$ in all cases where children are born out of wedlock, 

ensure that award leveis are fair, and ellSlll:e that custodial parents actually collect the 

award$ they are owed. 

At. part of the AdllliIWttatiou's overall approach to welfa:re refortll, the 

Department of Ho~ing and Urban Development (HUD) hruI incorporated work 

., 

" Exceptions would be made for people facing very serious barriers to employment, 
including physical disabilities. 

Xb;:jINWO!....r~60<d 1L1;:1 ;..rd6':6 S66t '81 ,-:r 
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incentives into its proposed reinvention of ho'using auistance prograIIl! for very low~ 

income rente,.. i..o<:al bOlUing authorities arc authorized to give preference to working 

families on their wailing lists and to temporarily "disregard" increas•• in income 

thereby holding rent payments fixed - when an unemployed resident goes back to work. 

Moreover, assisted families who do not work will be req..>ired to perfonn at least eight 

hoUlli of community work per month. These refol1ll$ will belp reward work and make 

Federal hOll.$ing assistance a stable base from which ..sis ted famities can move toward 

self..ufficiency. 

American workers need to improve and upgrade their skills in order to meet the 

cMllenge. of laday'. rapidly changing economy. Fewer 3lld fewer low-skill job. pay 

decent wages, makirlg it increasingly difficult to earn a good living without high-level 

.kiIls. Investmenu in education prepare AmerieallS for the world of work and help build 

the skills mey need for the jobs of the future. Studies show that each year of post • 

•erondary education or job training - whenever it occurs in the Coune of a career 

boosts earning power by 6 to 12 percent on average. Investments in skill-building also 

pay of!: for employers. A reeent employer survey found that a len percent increase in 

worker education is wociated with an 8.6 percent increase in productivity - weU over 

twice Ibe payofl: from investmenu in physical capital" initiatives that improve me 

qIIuilty of public education and expand training opportunities - though not ncccssarilly 

targeted 10 poor people Or distressed communities - playa critical role in linking people 

\0 jobs, self·sufficiency, and upward mobility. 

Federal policy mwl strengtlJen the crucial ties be_en learning and productivity. 

" National Cenler on Educational Quallty of the Workforce, 1M Olhl!T Shoe: 
Educanol1's Contribution to the ProducnviIy of Establish.mems, U.S. Department of 
EducatiOl1, 1995. 

S1:!01.9St16:01 
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It i. essential that our .)'Stem of public education equips all our children for work in • 

highly competitive global economy. Efforts. to prepare rhe Nation', workforce for the 

challenge. and opporrunities of lomono,,": must span the entire educational continuum 

from prNchaal to college. Therefore, the Clinlon Administration has proposed a 1996 

budget of $27.7 billion for its Lifelong Learning Agenda, an increase of 23 percent over 

Federal spen<1ing on education and training in 1m. And Presidelll Oimon', plan for 

balancing the budget by 2005 sustains hi.> commitment to priority investments in 

eduCation and training, investmeots that empower individual Americans to make the 

most of the economic opporrunitie! of the future and to achieve self-sufficiency and 

prosperity for their families and communities. 

The first prerequillite is that all children .tat1 school ready to learn, an<1 the 

e>;plUl.Sion and reform of the Head SIan preschool eduCiltion prngraIll passed by the 

Ointnn administration provides that foundation. But preparing prescboolen to leam ill 

oat effective if their elementary and secondaly s.chools cannot deliver an education for 

the 21st cenlUly. Therefore, the Admini.ttration's Goals 2000 Educate America Act. 
enacted by Congre.. in 1994, supports State and local efforts to achieve National 

Education Goals. This bipartisall Act provide. a framework for States, communltie$, and 

local schoc>rs to set chaUeuging content and world..:l... performance standards for what 

all students should Imow and be able to do in science, mathematics, hi.>tory, Englisb, 

geograpby, civics, foreign language, and the arts.. Under Goals 2000 the respOIWbility for 

cbange in educational systems is properly assigned to States and local communities, which 

will develop and implement their own plans for achieving thiNationai Education Goals 

and rnaximizing student performance •. 

Many centTal city ,.boors face special cballenges as they attempt to prepare an 

increasingly diven••tu<1ent body for the job opporrunities of the next century. Nearly 40 

percent of the Nation's African American children, 32 percent of Latino childrcn, and 36 

percent of students with limited Engli5h proficiency are being educated in just 47 big-city. . . 
school systems. Many of these young people emerge poorly prepared for the world of 

8~aL.9S>6:01 
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work, as reflected in high rates of functional illiteracy and school dropouts." Therefore, 

in conjunction with Goab 2000, the Improving America', Schools ACI tatgelS funds to 

raise the educational achievement of children in low-income areas_ TIlls ACI focuses on 

ensuring ac,;••' to a quality education for our mo.t disadvantaged students so that they 

can learn the basics and achieve challenging academic standard.. It promotes proven 

strategies to improve teaching in more than 50,000 schools and benefits five million. ' 

children in bigh poverty are.... It will set the same high """dard. for ,these children as 

for those in more affluent communities, and it will bold their schools accountable for 

making progre!$ tOWlUd these standards. In addition, the Clinton Administration', 

increased investment in education intlude"S20 million for Charter Schools that will 

eliminate excessive regulations and enhance parental choice, and will condition funding 

on achieving higher student penonnance. 

Historically, Ameriam public education w not done an effective job of twisting 

most young people with tbe critical tranSition from school to work. For the first time, the 

School-to-Work Opportunities M addr...., !his often precipitous leap. This initiative, 

jointly administered by the Departments of Education and Labor, btinlS' together local 

partnerships of employers, educators, and othen to develop new progtallU of work-based 

learning. apprenticeships, and internships_ These liIIkage. between leaming and work 

experience are particularly benefi<:ial for students isolated in inner-city .cbools, and will 

help prepare all YOIllll! people for higb-'ldlI, high-WlI8" jobs and a life-time of leaming. 

The Clinton Admlnbtration is abo committed to helping more of America's high 

schoo! graduates attend <oUege. IIi 1994 the Administration proposed and Congre .. 

authorized a program of dire", college loans that wilJ reduce bureaucracy and make 

financial .... istance more accessible to students of all ages. It wilJ offer a range of 

.. Committee for Economic Deve!opmen~ Rebuilding lIlru:r-Citv CommuIDtie!; .A 
New ARProa<h \9 tbe Nation'. Urban Crisb. New York, 1995. 
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repayment optio", including a "pay-as· 


you·earn" plan thaI will enable every 


American 10 invest in learning new 


skills. In addition, the 


Administration's Americorps national 


service initiative enables yaung: people 

to eam money towards a coUege 

education while volunteering in such 

eriti.:al community·based institutions as 

schools, hospitals, neighborhood 

cen,en, ""d parlts. For example, 

Americorps volunteers will work in 

inner city schools, menloting, tutoting, 

and helping YoU.tlg:"ers frOn! poor 

neighborhoods take advantage of School-la-Work opportullities. In 1995, appraxinJately 

20,000 young people are participating in Americorps, and President Clinlon has proposed 

to more than double this number in 1996. 

Even afte, Americans finisb scboo~ they must continue to adapt and learn if they 

are 10 .,.o:eed in todsy~ rapidly cbanging global economy. Today, job changes are far 

more common than in Ibe past, and il is normal for workers 10 hold several jobs in the 

course of a career. Skill requitemenu change rapidly, even for workers who stay in the 

'same jobs. Thus, fewer and fewer worker. can prosper for twenty or thirty year. on the 

same set of ,kills they started OUI with. Federal job training programs represent a critical . 
componellt of the Clinlon Admini:ltratioo', Lifelong Learning Agenda, enabling adulu to 

<abante their job ,kills, weather temporary job losses, and advance up the opportunity 

ladder. Todays patchwork of Federal job training and placement programs grew up over 

the course of more than 60 years. Although each element was designed in resporule to a 

specific noed, the resulting system doe. not respond effectively to !Oday'. challenges. 

Therefott; Presiden, Clinlon bas proposed to consolidate 70 Federal job training 

£t'd lLIU Wtitc:G S661 'B1 1nr 
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programs into a flCXlble program of granu 10 ilIdMdual$ and simullaneously '0 inere""". . 
.Olal funding level!l by $1 billion. The President's proposaJ would provide "skill granu" to 

unemployed and low·incorne workers and job seekers, empowering .hem 10 choose the 

training programs that bat meet their neect.! 

Aca>.. 10 Financial Capital 

Central cilia throughout the United State. need 10 creale conditions conducive 10 

private seclor business development and job creation. Attd central city residenu lll!ed 

more job opportunitles in close proximity to their neighborhood$ in order to rejoin Ibe 

world of work and re,pol13ibility. All discussed in Chapler 2, the bigh density of central 

city business distrieu can offer important competitive advantages for Ibe knowledge· 

based businesses that will fuel the future economic health of whole metropolitan regions. 

Moreover, inner cities can capi!alize on their regions' unique clusten of inter-related 

companies that compete nationally and even globally. These competitive clusters creale 

opportunities for the formation of new bwesses that deliver spedalized supplie .. 

components, and support services. Finally, inner-<:ity consumers - who are woefully 

undersetved - represent an immediate market for entrepreneur, and new busin • ...,.." 

Federal policy must help create conditions that enable and encourage private busin ..... 

to take ativantag. or th. unique opportunities cities offer, and 10 bring investment and 

job. back to central cit)' neighborhoods. 

One of the most mtieal impedimenu to business creation and job growth in 

• States would be responsible for providing information people need to make 
effective choice.. and to el1311fe that worke" are nOI defrauded by incornpeteOI or 
unscrupulous providers. 

" In Los Attgel••, for example, retail penetration per mident in the inner city 
compared with the rest of the city is 35 percent in supermarkets, 40 percent in 
department stores, and 50 percent in hobby, toy and same store.. Michae! E. Poner. 

820<.9£>6:01 
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cenlral city areas is the lack of private investment capitaL The Federal government ClU1 

help cities realize their competitive advantage by improving their access to capitaL 

Therefore, the Clinton Administration has placee! high priority on initiatives that attract . . 
private capital back to out central cities, where it can fuel the expansion of economic 


opportunities that directly benefit distressed communities and their residents. 


The Administration', Community Developmeot Banks and Flnanciallnstitutions 


Act, whicb Congress enacted. in 1994, will creale a nelWork of community development 


. banks whose priD:uuy mission is to lend, invest, and provide b""ic banking .eNice, in low· 

Md moderate-in<Xlme eommunitits. This initiative will encourage the private sector to 

extend capital to neighborhoods that bave long been undersexved. The President', 1996 

budget proposes $144 million in funding fur these community-cased instirutiom. By 

catalyzing matehlllg investmenl$ from local community development agencies and the 

privato financial sector, this new funding can leverage several billion dollars in capital for 

a nation-wide network of local community development financial institutions. These 

iDtermedirui6 will, in t\J.tU, issue up to u:n times. this amount in loans to entrepreneurs, 

growing burinesse$, bomebuye", and communily redevelopment proJero. Equally 

important, the .. local financial intermediaries will connect communities to mainstream 

financial sources and unieash the private ,ector 10 help rebuild communities that want to 

help themselves. 

Reform> to the Community ReinvestmCDt Act (CRA) will further expand ae","", 

to private credit in distressed urban communities. The original purpose of CRA (enacted 

in 1977) w.. simple - to extend credit where credit is due, by requiring leoding 

institutio!l!l to serve !he needs of credit-worthy borrowers in the communities where they 

are located. At the direction of President Clinton, Federal banking regulators have 

rewritten !he regulations thaI implement CRA 10 reduce regulatory burden, increase 

access.to eredi4 and advance economic deve1opment. Under the new reguiations, banks 

will be judged on performance - actual lending, investments and basic bMking service. 

rather than paperwork. This reform is expected to unleash billions in ne ... credit 10 

http:access.to
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distress.<1 urban communities. 

In conjunction with its effons to return priVllte financial capital to distressed 

central citiy communities, the Clinton Administration is targeting Fedetal resources to . 

place.based initiatives Ihal will cataly.t:e priYate investment. These economic 

development efforls leverage pmate capital and create conditiolU that foster private. 

sector job creation and business formation: 

• 	 The Economic Development Administration (BOA) works in partnership with 

. Slat ... local governments, and' priYatc and public nonprofit organizations to 

promote 10llll-term recovery in economically distressed communities. EDA helps 

fund community initiatives and infrasuucture investments that generate and save 

jobs and sUPPOr! commercial and indUlltrial growth. Many urban communities use 

EDA granl5 and loans to stimulate community-based revitali2atioll strategie$. For 

aample, lm Aagele. CoWIlY is now implementing a defense adjustment .trategy • . 
• developed with grant funds from EDA and the Department of Defense - which 

btiings together the resources of the priYate sector, the academic an<1 research 

community, and the public sector to plan for job retention and job growth. 

Inemuingly, EDA is reforming its programs to take a\!vantage ,of local public and 

priYate intermediaries and to capitalize revolving lnan funds, which leverage 

priYate resour... and subject economic development investments to the disdpJine 

of the marketplace. 

• 	 The Federal Trans;, Admini.tratioo's Uve.ble Communides Initiative strengtl!ell$ 

the link between transit and the communities it .erve.. It recognizes that transit 

programs can be instnUDental in shaping the Dature of community development 

and are imponanl tools for enhancing the vi1B.lity of urban neighborhoods. This 

initiative provides cities with the flexibility to use fTA Capital funds for transit· 

oriented initiative. thnt have not traditionally beon considered eligible, such as 

day-care centers adjacent to transit facilities. 
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• Low·income communities often lack the depth of enuepreneurfal experience and 
, ' 

financial expertise needed for small businesses to grow and £lourish. The Small 

Business Administration (SBA) proposes to address thi. problem by establishing 

One.stOp Capital Shops that will provide business and technical support, as well . 
a. assistance in obtaining capital for new and existing businesses. Shops in up to 

12 economically disadvantaged areas will each provide access to the full range of 

SBA"pollSored program., including small business investment and lending 

companies, micro-enterprise le!lding, and tecbnieal assistance. o",r the next 5 

yem, a total of $3.2 billion in capital and business assistance will be made 

avnilable Ihtough the On.oStop Capital Shops. 

In many cid.., abandoned, environmentally contaminated industrial sites eaJled 

"brownfields" ,represent another .evere impediment to «anomie development. These 

sites, which cannOt be redeveloped without significant environmental cleanup, often po.se 

so much risk and uncertainty that !hey remain unused, blighting the surrounding 

community. The Comprehensive Environmental Respotlllc, Compensation, and Liability 

Act - known as CERCLA or the Superfund law - holds all current and past owners of 

contaminated site', 8$ well as governments and lenden who hold liens on the property, 

potentially liable for the cost of cleahlng up enviro!Ullental ha:zards. Many financial 

instilutiOl15 are no longer willing to as:sume the potential liability that comes with 

financing a project on • previoll$ly contaminated site. ru. result" older industrial sileo 

often slll.Od vacant, robbing cities of potential jobs and tax revenues, and blighting the 

surrounding neighborhoods. 

Increasingly, Federal, State, and loeal agencies are recognizing this as a $Onolll! 

economic development is.ue, as wen as an enviroll1llental health issue. The General 

Accounting Office estimate. that between 130,000 and 425,000 sites throughout the 

82:0t.9Sv6:0J. 



Droft • July 17, 1995 

Nation contain some contamioation.. For example:" 

• 	 The State of ruinois has estimated that it has 5,000 abandoned or inactive sit.. 

within its boundaries, with as much as 18 percent of Chicago's potential industrial 

acreage unused. 

• 	 A .rudy of Union County, New Jersey, identified ISS contaminated sites 


amounting to 2,500 actes. 


. • 	 Pel1llSj'lvallia" Monongahela Valley contaiJa hundreds of acres of land filled with 

vacant Sleel ml1ls and other manufacturing facilities. 

The EnviroDmental Protection Agency (EPA) recently launched a Brownfields 

Redevelopment Program that will demonstrate ways to return unproductive and 

abandoned ",ban sites to productive use. /U pan of tIWo initiative, 25,000 sires that 110 

longer pose environmental baz:a:rds have been removed from the Superfund inventory. In 

addition, EPA is workins actively wiIh 10cal govctDments and the private sector

clarifying Uability issues, meaa:,tining review and decision procedures, and developing 

cleanup methods - to addtes.!! battlers 10 private ""'or reinvestment in and 

redevelopment of contaminaled me.. And finally, EPA is providing up to $200,000 for 

each of SO local brownflelds redevelopment projects. With tIWo money, cities will.be able 

to conduct the extensive planning and analysis necessary to develop economic 

developmen. strategies that will work locaIly. They will also fcceive direct ....i.uance 

from tbe Federal (lovernment in overcoming regulatory battlers to investment and risk· 

taking. 

The Community Opportunity Fund, which would receive $4.8 billion in 1996, is 

" Superfund: Extent of Notion's PotentiAl Hazarrlous w....t. Problem Still Unknown, 
GAOIRCED.88-44, December 1981. 
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further evi<lence of the Clinton 

Ad1Ilini$t:ration's comminnenfto providing 

flexible Federal rewurees for community 

development inve.tments that benefit low

and tIlOdemte·income people, It 

consolidates a wide range of existing 

program activities and Loitiative into twO 

basic components: tbe COlWllunity 

Development Block Granr (COBO) 

component and a aew performance bonU3 

pool for Job creation initiative., This 

consolidation builds upoa the sucee..e. of 

the existing COBG program. with a 

beightened emplwis oll economic 

empowerment, job creation and 

brownfields redevelopmenL The $250 

million performance bonus pool will be 

....d to .ward competitive grants (or job 

cre.tion and brownfields reUSie projects 

loa large to be funded from the 

community'. regular formula allocation. 

Crime and violence are rerrotizing many of America'. urban neighborhoods and 

commercial district!, destroying the live. of families and young people and' tabbing their 

commwtiries. of any chance Cor reinvestment and revitalizltion. Businesses and 

bomeowne,rs can.oot be ""Peeted to risk their capital in neighborhood, where drog 
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dealer> ale doing business on stteet comer>, gangs control housing projects, and random 

bullets keep residents living in fear. Moreover. In neighborhoods where few other 

opportunities are evident, drugs and gangs may appear to young people to offer the best 

route to economic and secial advancement, luring them into criminal aCtivities that 

further isolate them from mainstream opportunities. 

To address the erisil of violent crime in America, President Clinton introduced, 

and Congre .. passed, th. Violent Crime Conuol and Enforcement Act of 1994. This 

crime bill .ets in motion a four·part .trategy. First, it provides funding to put man: . . 
police on the strect to directly attack crime and violence at the neighborhood level 

through community policing. Second, il imposes tougher penalties for violent crime and 

provide. fundmg to build more prison space so Ibat viole~t, career,:rlntinals can be 

mcareer.ted. The third element of this strategy il to keep JlUll.' au! of the hands of 

criminals. In 1993 CongresS passed the Brady Bill to require a S-<lay waitiDg period and 

backgroUf1d check for prospective handgun buyers." The 1994legillation adds a ban on 

the 19 deadlic.t """'ull ....apo... the weapons of choice for drug dealers and gangs. The 

tie.d to control the we.po .. Ihat desUibilize and de.troy neighborhoods il recognized by 

the busmess community. In a reeent Ul'ban policy statement, the Committee for 

Economic Development urged vigoroU$ enforcement of esiltiDg gun conttollaW3, &$ well 

.. new Icgillation tha! would impose ·substantially broader restriCtions on weapons and 

ammunition.II
'" 

Finally, the Clinton Administration', anticrime strategy focuse. on youth crime and 

violence, which il a! the hear! of America'! current crime erisil. Allbaugh overall crime 

rates have been dropping. the incidence of youth crime - including violent crime - bas . 

risen. So the crime bill sends a strong message to young mintinah: it bans handguns for 

~ The Brady bill also helps loeallaw enforcement by ensuring Ihat eriminal records 
are shared among jurisdictioll.'l. 

" Committe. for Economic Developm.n~ p. 10. 
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juveniles, impo..s stiff penaltie. for 

gang members who commit crimes, 

establishes Boot Camps and Drug 

Courts to <llicipline first·time 

offenders. At the same time, it invests
• 

in prevention programs that offer at· 

ri.k youth (especially in <llitresscd 

oeighborhoods) positive alternative. to 

criminal activities, Moreover, the Safe 

and Drug Free Scbools Program 

responds to the continuing em;' of 

drugs and violence in our schools by 

supporting eomprehen.ive school· and communitY-b....d drug abuse and violence 

prevention programs. These anticrime initiative. are critical components of the CIlnton 

Admini'tration', overall e/fan to promote ....,rlt and responsibility and to rebuild 

economic opportunities in distr....d neighborboods. President CIlnlon', proposed 

stralegy for achieving a balanced budget expands the Federal government's vigorous 

attack on violent crime.. 

AtteSS to Metropolilall Employmenl Oppommlti •• 

As <liscusscd in Chapter 2, urban Americans today arc more likely to find 

employment in the suburb. of our great metropolises than in tile central cities. Many 

employers can be attracted back 10 central cities by the availability of investment capital, 

by the redevelopment of brownfielcls, and by progre.. in combatting crime and violence. 

But in addition to rebuilding employment opportuniti.~ in the central cities, Federal 

policy roll..1 help establish functional linkages between the people who five in the inner 

city and the expanding opporrunitie. 10 be found in !be suburbs, 

Choice is the keynote of this Administtation's policy, President CIlnton is 

Xt::l.::llNWC :!.IO~:!::I 
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commined to ensuring that people are not trapped and isolated in predominantly poor 

neighborhoods, for lack of options. Both economic efficiency and simple fairness requite 

that all American., including those with Jow incomes, be free to live and work wherever 

they choose. 

CUrIently, Federal job training programs (funded under the Job Training 

Pannersltip Act) are implemented by individual juri.dictioll3, with strong incentives for 

placing participants in jobs within the jurisdiction from which they applied for 

assatance.'" This limits the ability of central city residents to train for and find job. in 

areas where employment opportunities are expanding fastest A:< a part of the 

President', proposed O.L Bill for America', for Workers, a lletwOrk of One-Stop Career 

Cenlers will be created to serve the entire labor market within each local region. These 

Centers will strengthen connections between employers, scbools and colleges, and 

workers an<1 students tbrougbout the metropOlitan area. Good information on what skills 

are being rewarded with wbat jobs, what job openings and career opporrunities are 

avalIable, Md bow effectively schools and ""Uege. deliver education, training and skills 

will be provided. These One.stop Career Centen will offer the essential connection to 

link innerod!}' resideot:! to avallable jobs and h~arning opponunides throughout the local 

region. 

The BridseHI)-Work initiative, wmob is scbeduled to be implemented as a 

demonstration beginning in 1996, will lest the feasibility and imp.ctt of helping inner~ty 

residents who are unemployed find jobs in suburban ar .... where employment 

opportunities are expanding. One component of Blidges.tOoWork focuses on the job 

placement link. In addition, however, workers commuting from the central city to the 

suburbs face other barriers, espedally if - like almost 60 percent of black residents in 

" Mark Alan Hughes witb Julie E. Sternberg, The New Merrop9litan RSII!jty; 
AntiWVWY S'U1'cgy Where tbe Rybb~r Meets The Road, Washington, D.C.: The 
Urban Institute Press, 1992. 
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higb-pove:rty urban areas - they do not have access to can.1:t The Bridges-to .. Wort 

initiative will addreu each of these bamer. explicitly, tailoring a program for each 
. 

participant that forges an effective and lasting linkage to suburban employment. 

Participating workers will receive .ssistance with transportation to their suburban jobs . 

and with other impediments, particularly child care. 

Thi. initiative - and others like it that are being implemented by indiviuual 

communities - bas the potential not oDly 10 Iin.k: individuals to suburban job., enabling 

them to SW1. the climb out of poverty, but also 10 revitalize distressed neighborhoods. 

As participants find jobs and begin to earn higher income., they will spend some of it in . 

neighborhood shops and re$laurants; they will provide role models for their neighbon; 

and they will acquire information on suburban employment centers that may enable their 

neighbors 10 lind jobs as weD. Tbll5, individual linkages between Wlemployed central city 

residents and suburban employers have the potential to replenish the resourees of irmer 

city neighborhoods and to forge more mensive conneroom between distressed 

neighborhoods and the metropolitan labor market .. a whole. 

For sOllle poor families, the most promising path toward self.sufficiency is to move 

from distressed, high-poverty ~eighborhoods to areas thaI olier better educational and 

employmeol opportunities. "In the United Stales, residential location belps define 

opportunity... School quality, perSonal ..rety, and job a""""s all tend to illerelac as 

neighborhood income rises, alleast from poverty levels 10 the middle-income ratlge.~ 

Evidence from the eourt-ordered Gautreaux Assisled Housing Program in Chicago h<U 

shOWll that - with proper assistance - the opportunity 10 move to a lower poverty 

" 10hn O. Ka$arda, 'Inner City Concentrated Poverty and Neighborhood Distress, 
1910 to 1m; HQusing PoJi<;y Debate 4 (1993): 253-302. 

.. George E. Peterson and Kale Williams, "BaCkground Paperior the First National 
Conference on Housing Mobility as an Anti-Poverty Strategy," The Urban InstitUte, 
Washington, D.C, August 1994. 
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neighborhood can lead to economic independence for poor families. Eor example, 

)'<lung people whose families moved to the .uburbs were WOre tikely than their central 

city coun!erparu to Stay in high schoo~ cboose college track course., a!lend college, find 

jobs, and earn more than the minimum wage." 

The first step in ensurillg aU Americans free and fair choice about wbere to Jive is 

to aggressively attack housing discrimination. IU discussed in Chapter 2, tbe persistence 

of discrimination in urban housing mUkeD discourages minority families from moving to 

neighborhoods of their choice. The Ointon Administration is vigorously anacking 

discrimination against minority families by aggr""'ively enforcing Federal fail' housing 

laws. Support for non-profit organizations and State and local agencies that help enforce 

fair housing law> bas increased thre.-fold. and HUn offices across tlle country have been 

reorganized to accept .and investigate fail' !lousing complaints quickly and effectively. 

The Federal government bas a special responsibility to ensure that fre. and fail' 

bousing choice Is • reality for families wbo receive subsidized hoU3iDg. Historically, 

Federal housing ....istance for the poor !!as provided subsidies for the construction of 

housing projects - including both public housing and privately owned subsidi:zed projects. 

Most of these projects provide high quality, affordable bousing and are an as.sct to their 

communities. But in 100 many eases, subsidized housing !!as been inappropriately sited, 

badly constructed, and poorly managed. Large projects in poor neighborhoods bave 

often exacerbated racial segregation, contn'buted to the concentration of poverty, and 

n James E. RosenballIll, "Changing the Geograpby of Opportunity by Expanding 
Residential Choice: Lessons from Ibe GautreaUll; program", in HQu,;ing Policy Debate;, 
6 (1995). See also Rosenbaum ''Closing the Gap: Does Racial Integration Improve the 
Employment and Education of Low·Income Blacks?" in Lawrence a.Joseph (cd.), 
AffordableJiousIDg and ?ublig I!gJjQ:. Chicago: University of Chicago Pre .., 1993. 
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blighted their surrounding •." Nevertheless, hOWling needs among poor renter> arc $0 

severe tha. the waiting lists fot these projects are often several year. long. 

In its Reinvention Blueprint, 

HUD propos .. to transfonn its low

rent housing program, so that they 

provide subsidies to people rather than 

to projects. The eurrent system of 

project-based subsidies provide. public 

hOWling agencies and private housing 

providers with guaranteed capital and 

operating subsidies. and reUes on 

complex rule. and regulatio ... 10 

manage their performance. Under the 

new system, families will be empowered decide for themselves whether the projects in 

which they currently live offer the opportunities they need. 

Existing projects for which there is little or no demand will be demolished if they 

cannot be modemizcd .""'-effectively. But most of teday's public and assisted hOWling 

projects will remain in we, providing low· and moderate.income families "'ith mode.t 

hOWling a, affordable rent>. N current residents - almost all of wbom have velY low 

incomes .- exercise their option to move, affordable hO\l$ing will become available fur 

moderate-income families, who are not eUgible for Federal subsidies but nevertheless 

need modestly priced hOU$ing. The ultimate result will be greater income diversity in 

projeCts tIla! are currently occupied a1mOS! excl\l$ively by the poor. ThuS, by opening up 

opportunities for velY low-income families to move away from high-poverty 

~ Michael H. Schill and Susan M. Wachter, The SgatiaJ Bigs of Federa! Housing
Prosrams. Research Impact Paper #3, Philadelphia, PA: Wharton Real Estate Center, o.""mber 1994. 
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developments, the HUD's reinvention also promise. to bring worklng families back to 

distressed urban neighborhoods. 

HL'D's proposed Housing Certifiea!e Fund (HeF), which builds upoo Ihe existing 

Section 8 Certificate and Voucher programs, will empower assisted families to choose 

moderately priced housing in the loc.tiollS that offer them opportunities for upward 

social and economic mobility. Tenant-based assistance of thiS kind is less likely than 

project-based programs to coneeonate needy households in high-poverty neighborhoods. 

Data coUeeted by the General Mounting Office (GAO) for four metropolitan areas 

indicate that rewer than 10 percent of Secdon 8 recipients live in lrigh poverty 

neighborhoods (wbere more than 30 percent of residents are poor), compared with 44 

percent of public housing residents. Moreover, recent experience indicates that tenant

based housing assistance can be effectively supplemented by landlord outreach and 

housing search assi!tance to expand opportunities for cboice and mobility," The 

Housing Certificate Fund will not require wisted families to move and will not limit 

their neighborhood choices, However, public housing agencies (PHAs) will have an 

ailSrmativ. obligation to reacb out to property owner. and to as$ist !amilies in searching 

for rental h~using throughout their market area. And HCF will create sIrong incentives 

for PHAs throughout a metropolitan housing market to coDaborate in making the widest 

po&'Iible range of opportunities available to certificate holder.. In addition, HCF will 

eliminate burdensome requirements that have discouraged some landlords from 

participating in the existing Section 8 program. Specifically. HCF does away with the 

"take one, take all" rule and the proh.ibition against lease !erminations for otber than 

good caUSc. Moreover, HCF fantillcs who are evicted for serious lease violations will 

lose their eligibility for assistance, creating a strong incentive for respolUible behavior by 

program beneficiarie •. 

~ John Goering, Helene Stebbins, and Michael Siewert, Promoting Housing Choice 
wl:lUm,jl.ental Assistance ProgralllS. Wasbington, D.C.: U.S. Department of Housing 
and Urban Development, Office of Policy Development and Research, April 1995. 
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HUn's reinvention of Federal housing programs is already cbanging the landscape 

of distressed cennal city neighborhoods, Over the past two yean, HUn bas been 

worldng to transform some of the Nation', most severely distressed public housing 

projce,,", In recent months, project> in New Orleans, Pbil.delphia, and other cities that 

were blighting neighborhoods and the lives of cbildren have be.n demollihed, Other 

projects are undergoing comprehensive revitalization through the HOPE VI program, 

which provides both fleXIbility and funding for la<:ai strategi•• that combine "bricks and 

mortar" improvements with community-based employment training and job creatioD, as 

weD as social and communiI)' investments, The goal of the~ revitali2atioQ strategiell b to 

transform publk bousing projects into communities of opportunity, ",here resident.> 

receive the shelter and suppon they aeed to move forward with their own live.. 

In Charlotte, North Carolina, the la<:ai bousing authority is undertaldng the 

comptchetlJiv. tratWormatioll of Ibe 409-unit Earle ViIlagc project, ",here ollly aile

quarter of the households bave any earned income, the average family income is under 

$6,000, and more Iball balf the population is under 18 years of age. The plan for Earle 

Village indudes a significant reduction in detlJity; a total of 164 units will be demolished, 

10 be replaced with new cODStruction elsewbere in the city, including Wlltered site 

development!. Seventy-fiye units will be made available for purchase by tint-time 

homebuyers, drawing working-class I'amilies into the communiI)' and encouraging existing 

re.idealS to strive toward homeownership. Th .... the Earle Village ttansfonoatiOIl will 

con.en a blighted public bousing project into an asset to it! community even as it 

expands residents' opportunitiell for IMbility and cboice, 

ExpandiJJg fl.omeowoenhlp OpportunJty 

Families who 'ave and are prepared to invest in their communities sbould be able 

to achieve the American dream of homeownership, For most American" 

bom"ownership provides a pathway to wealth accumulation and long-term economic 

security, In fact, home equity accounts for more than half of the average American 

81:""',S'6'0, Xt;l;lINWD:wa~.::I 
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homeowner's net wealth. ~ Thus, access to bomeownenhip represents an important link 

to longer term economle opportunity. Homeowners also have both a financial and 

emotional stake in the future of their communities. which encourages them to mainrain 

their housing, collaborate with their neighbon, participate in community organizlltiol1$, 

and promote the security and stability of their ncighborhoods.n 

Today, however, the dream of hom"ownership is OUt of reach for many AmeriC&! 

families, especially minorities and those who are self·employed, have modest income" or 

live in inner cities. For example, among married couple. with children between the ages 

of 35 and 44, only 52 pereent with income. under $20,000 are homeowners, compared to 

94 percent of those whose incomes exceed $80,000. And al every income leve~ 

minorities have significantly lower rates of homeownership Iban while.... During the 

198Os, the national homeownership rate ren from a historic high of 65.6 percent in 1980 

to 64.2 percent in the lint quarter of 1995. Although tho decline may appear modest in 

percentage terms, it represents 1.4 million tenlers wbo otherwise would have become 

homeowners. Moreover. the drop in the mte of homeownership w.. even more . . 
precipilOus for lower income people, young families and minorities. 

To reverse thi:I trend, President Clinton h.. diret:1ed HUD Secretruy Henry G. 

• Ann Marlano, ..Acti<Jn Urged 10 Keep Public Housing Units Available to Poor". in 
the Wasmnglon Pos!' July 13, 1995. 

n Peter H. Rossi, and Eleanor Weber, • The Socialilenefits of Homeownership: 
Empirical Evidence from National Swveys", presented at Fannie Mae Annual HOUSing 
Cooferenee, May 1995. William R. Rohe and Le,ne Stewart, "Homeownersmp and 
Neighborhood Stability", pre,eoled at the Fannie Mae Annual Housing Conference, May 
1995. 

~ Frederick 1. Egger> and Paul E. Burke, ''Simulating the Impact on 
HomeOWIlershlp Rate. of Strategies to Increase Ownership by Low·Income and Minority 
Households," presented at Fannie Mae's annual housing conference, May 1995, 
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Cisneros to work with leaden in tile lloU$ing iDdusuy. representatives of nonprofit 

organizations, and officials at aU level:! of government to develop a National 

Homeownenhip Strategy that combine, private and public sector resoute •• and 

commitments to expand homeownership opportunities for popuiariollS and commUl'litie. 

100 often excluded from the American Dream. The strategy includes initiatives to cut the 

costs of homeownership, including financing, production, and transactions costs. It will 

increase choice and remove barrier! to homeownership for aU Americans. And it will 

raise pubtic awareness and knowledge about available homeownership opportunities. 

The gool of the National Homeownership Strategy b to raise the national 

homeownenhip nile to as high as 67.5 percent by the year 2000, creating as many as 8 

million additional homeowners. 

Tb. commitment to expanded homeownership opportunity has revitali:l:ed the . 

Federal Housing Administration (FHA). Today, FHA is back in business as a major 

suppaner of homeownership for wormg families. In 1m and 1994, FHA insured nearly 

2.3 million .ingle-family bome loans, balf million mOfe than in any previous yean in it> 

6IJ.year history - and 36 perceQt of tho,. loans were for first· time buyers. FHA bas 

reduced its up-front mongage insurance premium, and reformed the Nation', escrow 

rules. These actions are expected to ...e bomebuyers an average $250 at closiDS and 

$750 over the tile of the averase mortgage. F'HA'$ W(k) rehabilitation mortgage loan 

insurance program, recently simplified by the Clinton Administration, has the potential to 

be a particularly valuable tool for stabilizing older u:rban neighborhoods_ Under this 

program. a family can roll the costs of buying and fixing up an existing bome into a single 

11m mortgage. The W(t) program was created 34 years ago, but it was so compticated 

that very few lenden or bo\'Towers used iL Today, investol'l and homebuyers - including 

many first-time buyers - ate using 203(10) loam to rebabilitate older homes and revitalize 

neighborhoods. 

FHA is wormg substantially be".r today than it has in lhe recent past. Never

theless, after 61 yewt it needs a major overhaul. FHA is a Fortune tOO-size insurance 

6G'd 161~ ~r[:6 S651 '81 lnf 
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company with a $380 billion pertfoUo. But instead of operating like the ins~aoce 

company it is, it works like a lumbering bureaucra~. Its procedure. are cumbersome and 

. its ability to adjust to changing market conditioas is severely constrained by statutes, mles 

and regulatio!l3. HUn'. ReiJIventian BI~priJIt propes•• to traasform FHA into a 

government corporation that would incorporate the best practices of private mortgage 

insurance companies and work more effectively with loealities, Srates, and the private 

market to expand affordable housing and homeownership. This new corporation will 

work more closely with communities and the private sector to increase the flow of 

mortgage capiral to low· and moderate·income &unilies in underserved communities. 

The Federal government al$o has a vita! rele to play in ensuring that qualified 


families are not excluded from homeownership opportunities by illegal discrimination. 


Recent data on mortgage lending patterm indicate that blacks ate twice as likely to be 
. . 
denied a mortgage loan 8:1 whites at the same income level.>, and that loan officelS more 

readily assist while appllcants in correcting Oa"", in their Cledit reperu," The Cinton 

Administration has formed an Inletagen~ Task Forte on Fair Lendl!lg to combat .ue!! 

potential disctirnination in bome mortgage lending. The len Federal agencies with 

respensibilitie. far fair lending bave agreed upon a eonsistent sel of policies that will 

apply 10 all private lend.,.,. This agreement brings !lie full weight of the Federal 

Govcrnlllent 10 bear to ensure fair lending for all Ameri<:ans. 

In ~onjunction wilh till enbanecd fair honsillg and fair lending enforcement etforu, 

.. The 1993 dara eoDected under the Home Mortgage Disclosure Act (HMOA) 
sbowed thai the rejection ral. for whiles was Slightly under 11 percent, wbile blacks were 
rejected almost twice as often (22.S percent). Not. that differential rejection rates are 
probably explained in part by discrlmlnatary trealment, but that disparate impacts of 
underwriting criteria as wen as differences in minority wealth and Cledit histary may also 
playa role. S.e Alicia H. Munnell, Lynn E. Browne. Jam.. McEneaoey. and 
Geoffrey M. B. TOOleD, "Mongage Lending in Boslon: Interpreting HMDA Data" 
Working paper series, Federal ReseNe Bank of Boston. 1m 

»';.::1 !r.....IQ :L.JOCl;;l82&9SV6:01 
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HUD is re .. <!ting au' '0 .he real cstare and mortgage lending industry to adopt vOluntary 

"best practices" accords and compliance agreements. Through these agreements. HUD 

seeks to develop. "best efforts" standard with individual companies. The aetords spell 

out practice. that affirmatively promote ace... to hOUlling opportunitie! for low-income 

and minority renters and would-be homebuyers. An historic best .practices agreement has 

been signed with the Mortgage Bankers Association of America, and this umbrella 

agreement has led to individual accords with several of the Na.ion', largest mongage 

companies. 

Historically, bousing tinaIlce markets have failed to adequately serve lower income 
• 

and minority neighborhoods. Lack of capital for bome purchases and renovations can 

contnbute to a downward spiral of neighborhood disinvestment and distress_ Aggressive 

enforcemem of Federal laws prolubiting lending discrimination constitutes a critical first 

Slep in revening neighborhood disinvestment. But fair lending enforcemen' alone is not 

enough. Lower income whites, as weU as minorities, need better acce$$ '0 bousing 

tinaIlce. The Clinton Adntinistrntion is committed to expanding the flow of mortgage 

financing '0 qualified borrowers in und.nerved neighborhoods. In accordance with 

oversight authority granted under the Federal HO\)$ing Enterprise. Finarlcial Safety and 

Soundness Act, HUD has established perfonnance goals for 1993 and 1994 for Fannie 

Mae and Freddie Mac, the IWO Govemment""",nsored en.erprises (GSEs) that provide 

secondary markel resources '0 the prMI.e bOU$ing finance lector_ In 1994 the GSEs 

increased their purchases' of mongages on homes for low· and moderate income families 

by 489,000 over 1992. Signlficant improvements were also shown in GSE perfonnance 

with regard to very low-income families, low-income families in low-income are.., and 

properties located in central cities. 

Finally, in Older to extend hom.ownership opportunity to families wbo could not 

otherwise afford it, HUD', proposed new Affordable Housing Fund establishes a loan 

guarantee authority that would give Stales and localities an addition¥ source of financing 

for large-",ale development of affordable homes. Moreover, HUD will allow very-low 

8201.9S'6,OL 
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income families to use tenant·blUed haUling 3$'UW1Ce 10 make the traJl3ition from 

renting to finHime homeownenbip. Thi> empowers families already receiving rental 

assistance to "graduale" to assiSted homeownership as the~ incomes rise, creating a 

powerful incentive for responsible behavior ami progress toward economic self· 

sufficiency, It rellects the Clinton Administration', fundamental reorientation of social 

welfare policy toward irritiatives that help people gain access to upward mobility 

opportunities, rather tban requiring them to remain' poor in ord., to get help. 

Empowenneal Zones and Enterprise Communities 

For the Nation's most severely dislt....d urban communities, Presiden, Clinton', 

Empowerment Zones (EZ) and Enterprise Communities (EC) Program will help rebuild 

aU of the linkage. encompwed by the Community Opportunity Agenda. The EZIEC 

irritiative provides the tools communities need to bring capital back to tile central city, 

create jobs within w.lte..ed neighborhoods, invest in human capital, and link reside,no to 

economic opportunities throughout the metropolitan region. 

Thi> irritiative, enacted in 1993, targets an estimated $2.S billion in .ax incentives 

and $1.3 billion in flexible grants to 105 _erely distressed urban and rural areas over 

len years. Urban Empowerment Zone. (EZs) are receiving SIOO million each in f1exlble 

block grant funding that can be appUed to a broad range of activities, including social 

services and physieaJ improvements. To encourage hiring, businesses located in these 

'zones receive a taX credit of up to $3,000 annually per employee for the costs of wages 

and training for .one residents. Zone bUlinesses also receive "expensing" taX credits for 

investments in qualified zone properties and access to taX exempt facility bond financing. 

Areas designated as urban Enterprise Communities (ECs) will receive $2.9S million in 

flClllble block grant funds and taX-exempt facility bond financing, In addition \0 these 

re.aurees, aU of the EZs and ECs are receiving priority consideration for existing Federal 

programs and "pecia! as.Ulanc. from the 

President'. Co!1llllunity Empowerment 
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BoaJ'd in removing bureaucratic red tape and regulatory barriers that prevent innovative 


uses of existing Federal funds. 


In order to be designated as an EZ or EC, communities were tlSked to submir a 

comprebemiv<' strategic plan for revitalization that was developed with the input of a 

wide range of partners, including community reSidents, State and foca.1 agencies, and the 

private and Don-profit seClors. The pubUc-private partnerships created by the EZIEC 

planning process leveraged substantial additional investment. In Baltimore, $8 in ouuide 

r..ourees were leveraged for every $1 of Federal funds, including a pledge by seven area 

foundatioIlll to commit 1 percent of their asseu for the next live years to lb. EZ. In 

Detroit, more Iban $2 billion in private-sector commitments were pledged. And Ibe 

Detroit EZ blllI begun to spur new business activity. The Chryssler Corporation recently 

. announced thaI it will invest $750 million in a new engine plant and General MOlon 

announced planA to invest $200 million to expand and improve an existing assembly 

plant in Ibe zone.. 

The EZiEC planning process also 

resulted in comprebensive strategies that 
• integrate traditional .conomic 

development with human development 

and community building. Most EZiEC 

strategic plans combine job aeation, job 

training and linkages for community 

residents, physical redevelopmeD~ 

community poliCing, and integrated social 

service. into a coberent plawg_ tbat 

promises to rebuild community 

infrastructure. Both the Baltimore and 

Atlanta EZs are opening Village Cente" in zon. neighborhoods that will selVe as the 

distnbutio~. point for human service activities and the ongoing vehicle for involvement of 

• Xtl::iIN\-JO:I.r.l~k:l 
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DEPARTMENT OF HEALTH III HUMAN SERVICES Office 01 the Secretary : 

~8shirtgtQl"l" D.C. 20201 

October 24, 1994 

MEMORANDUM 

TO: The President .. 
FROM: Pete, Edelman pst 
SUBJECT: Youth Opportunity and Responsibility Strategy 

You suggested when we talked briefly at H~llary's birthday 
'party that I follow up in writing. I had not realized when we 
talked that you had dealt with this exact subject in your press 
conference that day. You talked about "a concerted effort that 
starts with parents, churches and community groups and private 
business people and people at the local level. II Exactly. You 
talked in' Albuquerque," as you have on other occasions, about the 
values issues. I admire that greatly.' But, as you have said, 
young people also, have to have something to say ies to. That is 
a Job or the possibility of going to college. As you said at 
your press conference, liThe federal government cannot be the 
salvation. of that." Again, exactly. As you said in your press 
conference, we need both an alteration of values and .a change in 
the availability of economic opportunity,. and the federal 
governme~t cannot do either of these thing~ by itself. 

, 
Here is the idea. Inspire' the incorpo'ration nationally of a 


nonprofit entity to pursue a .youth opportunity and.responsibility 

strategy in every community in America, just· as President Kennedy 

did when he challenged the legal community to create what turned 

out to'be the Lawyers committee for Civil Rights. The national 

entity, which' would have a blue ribbon board drawn from business,. 

labor, philanthropy, religion,. civic' sources, minorities, sports, 

entertainment, and youth, would be charged with stimulating local 

,efforts everywhere to create oppo'rtunities for". young people who 
will accept responsibility for preparing themselves to accept the 
opportunities. 

FedE~ral policy "l0uld be supportive. You would propose a 
youth employment, youth developme~t, and .job-li~age strategy 
with some new money and some reorganization and redeployment of 
existing JTPA, youth Fair Chance, school-to-work, and other 
relevant 'programs, including the prevention parts of the Crime 
Act. (I see this as following up on the Crime Act, very 
.explicitly.) A .working group under the supervision of Carol 
Rasco and Bob Rubin is workil'.1g on this part of':the'effort right 
now. Their work product will be coming to you shortly. 

http:workil'.1g
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The configuration of the national corporation and the 
findin9 of the funds to staff it are not simple, of course, but I' 
think can be dealt with. If you called personally on the ma'jor 
foundations to, put money into staffing it, I think the money 
would come fairly easily. 

You would then make this a major part of your efforts for 
the next two years. Your ~eadership in pressing local 
communities to act cQuld'make a major difference I I belleve~ I 
have spent a lot of time these.past tvo years 901n9 around the 
country and seeing the situation in city afte~ city. There is 
massive discri}Dination against young people of color as they try 
to ente~ the labor market. There is no system for helping those 
yo~n9 people who are most at risk, especially those who come from 
areas of concentrated poverty, to find a pathway,throuqh 
adolescence to get to the labor market or to college. That is· 
one reason, though not the only one, for the gangs and the 
violence and the drugs and the teenage births. The business 
community gets modestly involved in the schools or in helping 
install a Boys and Girls Club in public housing, but they do not 
face up to the central question of opportunity ana how they can 

'promote it. 

Again, this is not simple, The major hiring of high school 
graduate.s"'is not done by large corporations (a~though banks, 
insurance companies, and others in the services sector do some of 
tt, as do manufacturinq firms). The behavior of large nUmbers of 
smaller businesses needs to be altered, and that is not an easy 
task~ Nonetheless l I believe that if we are going to have any 
chance of altering the values of young people that' are leading to 
so much of the violence, we have'to' alter the current equation of 
hope, and to do ,that we need to get every community in America to 
commit itself. 

, , 
Y9u could make. this a campaign. Working with the national" 

blue ribbon nonprofit entity, you could go around the country,
convening'civic and neighborhood and youth leadership to talk 
about how they are going to, with federal partnership, , create a 
youth opportunity and responsibility strategy in their community. 
This"has the added.value of not having success measured solely by 
getting legislat~on·enacted, which, it appears, ,is going to be 
more difficult in the next Congress. It represents a new role 
and stance for the federal governrnent l neither dictating·nor
abdicating, but acting in partnership_ It is a 1990s 'synthesis 
~ if the 60s were about biq government ahd the 80s were about no 
government, the 90s should be about a partn~rship between pub1ic 
policy and private action, with neither being sufficient and both·. 
bein9 essential. 

:r believe this can make a diTference. with your .lead.ership 

and to it, I .
commitment strongly

, 
believe it can !:lake a 
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difference. I have greatly admired your speeches in Memphis, the 
state of the union, New Orleans, and Albuquerque. But t~ese have 
been episodic. r hope you will strike the themes of values and 
responsibility much more often, and I strongly sugqest that you 
couple them. with a national ·campaign, to which you devote much of 

'your personal time, for youth opportunity and responsibility~ 

I hope this is of some help, and if you see it before you 
leave for the Middle East, my prayers are with you for·success in 
moving that process along further. As you know, I have some 
personal stake and interest in that as well* 

Please let me know what I can dp to help~ 
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.:., I."CONSENSUS "PR'O''p.'[)S)~'''-~r!N,~~:~~~;'E~~~, .. . ~,",." ~,\:,'; ':-}.'" ,'"~ . 

. A. Messag. Strategy, .Develop a sustained communicationistrategy.and mOve c'.. ,•.•. '.. ;-c•. : 

, fo~ard ~i~h-the' Welfare;RcfO~JI1.,propOSal. t~ ,tostci:a pri+atcA~ity, that:woul(;'~~;~~~~~~~ 
/, spearhead a·national'mobiliiation to prev~~~-,tec;:~.~~:~~<t't;.~·~&&.:;" ~h~::"f'~tt ~t~!~::':, }""'\ ' 

. I-·'..~· _' 
~ . 

B. Full FundIng of Exlstlng PrioritieS. '.Seek full ftuiding of signature community {'"':';.,·r 
empowennent priorities (i.e., COFl,. EZ/EC, Lifelong Learning agenda, Police and " .'.~. . 

~ Crime Prevention) at existing proposed..teve1s.· '_"'J!'t~~' > , • "',~,~ ';~!'I'i\l.'I1"..' ; ';'.' • 

" " { ~ "." ,:;. J.!, r':,"1"~t~J~, t.. . ..;.~. ""~~"",;;'-~, ~'.,. :". P' 
, ~ ~, ')' .,'.:- I"~ ',,', t' ."\.1~~ ,:-,~~ "T:"'l~"':::""I: ~ > ':, i ~ -;;:" '.' ,'. ,,~ 

.' C. Provide a Sourcebook'and Improved Coordlnatlon orCOmmunlty';r ',; ',.' ":: " '::. ..... . . ..,., .,
Development Programs.." . . ~ .... 

~ 

. ... .. J :. ", .' , 

~ 

.~..,-~-,."" ,~.- .-- ._-_ ..__ .,. 

D. COntinue the capital access agenda. Continue working through the OPC-NEC 
Credit-Access Working Group to substantially increase mainstream financial se<:tor up· 
participation in distressed communities through off-budget, means. 

"n. NO-COST REINVENTION .OPTIONS . > •. , < "~· .. ,:-t. ,,~;\!;. ,,! :.,.~;C;\Ylr_'" 

Option A [Modest]: Youth. OpportunltyChaUenge;.· Packaging/Coordination to the . ". 


maXimum· extent feasible unller cumonl statutes of key erime prevention and youth 

programs to provide extra incentives for communities that develop comprehensive DOWN 

strategies for the education and .development of youth in high poverty and crime areas. 


. . '. ~- .'" - ~ .~ "'" -.', 

Option B [Bold]: .I:..glslatlve W~lv.rs.J~~;h:h~~;;"eds o~waivers sought by 'tJ·DO 
. EZlEC applieants to build support:for statutory authority for greatly enhanced WaivClS, ,." . 
to provide state!1ocalllexibility with accountability for porformance. (New legislation.) '~ 

Option C [Bolder]: Legislative ConSOlidations. Consolidation and elimination of , . 
certain youth programs to free local communities frOm the constraints of na!TOW STOPcategorical programs and to emphasize accountability for porformance: (New . 
legislation.) 

'- ! , ,. 

1lI. OPTIONS REQUIRING NEW OI{REALLOCATED RESOURCES 

Option A: Round II of EZ/Ees". See~ nine additi~";'1 urban and rural empowermem T 

zones from among the firs! rouod'of EC design.... offering flexible grants and/or tax G D 
incentives. (New legislation.) 

.. .. ' 
Option B: Additional Resources. for Ibe Youth Opportunity Chaneng •• 
Discretionary and tax: inc.entive options- for private-sector wage subsidies to attract a 
consortium of employers to make,-hiring commitments for inner"city youth and/or to B E 
support schooHo-work strategies. (No ne';' legislation for discretionary option; TJTC, 
Reauthorization for tax inccntive,).,~. . " :1 " 

\ : .. 
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Urban BrownfleJds I Economic DeveloPment Option C: '. .. 
uncertainty. nability. and oost obstacles to redevelopment of urban • ",;" ",1:, " :-1~'''' 
provide a package of low cost reinvention i~centives '(comfort letters, simplified': : 0''M""~'r!l¥ 
evalUation standards, etc.). To:en~rage private SJ:d;of investment, offer substantiat·' , ',0 
patient capital for economic development (discretionary) or allow expensing over a ' 
throe-year period,(tax incentive). (Requires Superfund Reauthorization andlor a .•• '.. " 
budget reconclli'lion bilL) ." ..__ ,,'" 

Option D: Flexible Competitive Funding 10 Lev.rnge Accountability and 
Reinvention. [n [996, a national competition would he held, similar to the EZJEC 01'1 
competition but with requirements for. (1) reinvention -- program coordination and NOrconsolidation; (2) accountability for acheivable goals addressing youth development, 
crime roduction, and job creation; (3) leveraging of private 'and VOluntary efforts;,aw ~,T '" 
preferably (4) metropolitan-wide participation. A pot of flexible grant funding would 
serve:as ""glue!! money, aiid"-new'flexibility would be 'available with existing federal 
funds for multi-year awards to 6-12 applicants per year, A higher cost option would 
include tax-favored or other mandatOly-sid. subsidies for either targeted job creation 
or infmstructurc,lbrownfields development. " (New legislation,) 
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THE WHiTE HOUSE 

WASHINGTON 

November 8, 1994 

A MEMORANDUM FOR CAROL RASCO 

BILL GALSTON 

BRUCE REED 


FROM: 	 GAYNOR McCOW~~ 
SUBJECT: YOUTH CONSOLID~lON OPTION 

CC: 	 JEREMY BENAMI 

In preparation for our 8:15 a~m. Urban Policy meeting 
tomorrow 1 I'm attaching a copy of our memorandum recommending the 
option of consolidating youth programs. Gene Sperling and 
Sheryll Cashin, who will be writing the options memorandum for 
the meeting wj,th the Principals on Thursday. also have a copy. 
It is our hope that this memorandum will: 

• 	 Reiterate that this bold reinvention plan - to create 
a single funding mechanism called a Youth Development 
~Fund - should be included. As Alice Rivlin said~ 
it is important to push the envelope with a "break the 
crockery" proposal as we consider what options to 
present to the President~ 

• 	 Provide more information about specific 
programs that may be included in this effort. 
Please note that this memorandum has not been prepared 
in collaboration with the agencies. Therefore, the 
list of programs should be viewed as nothing more than 
an example to illustrate the possibilities. (The 
programs we have suggested are ones that share common 
goals l are closely intertwined and somewhat 
duplicative. They are not ones that represent 
Presidential ~nvestments such as those included in 
major legislation, recently enacted~) If there is some 
interest in considering this proposal, a~~ subsequent 
work will be done in conjunction with the Departments 
of Health and Human Services~ Education, Labor, 
Agriculture and Housing and Urban Development. 

• 	 Open up the possibility for further discussion on the 
connection between a "National Campaign for Youth" and 
the Youth Development Fund. More specifically! we 
may want to explore relationship between violence 
prevention; helping prepare young people to make the 
transition between school and work; and the teen 
pregnancy components of welfare reform. 

I hope 	this is helpful! 



November 8, 1994 

A MEMORANDUM FOR SHERYLL CASHIN 

FROM: 	 JEREMY BENAMI 
BELLE SAWHILL 
GAYNOR MOCOWN 

SUBJECT: 	 SINGLE YOUTH DEVELOPMENT GRANT FUNDING 

ee: 	 CAROL RASCO 
BRUCE REED 
BILL GALSTON 

Riding the wave of public discontent with federal 
bureaucracy, reinvention needs to be a mora central element o£ 
our message and program. As with other target groups, a myriad 
of service programs target youth~ Therefore, we are proposing 
the possibility of bold, new legislation to dramatically change 
how the federal government funds these services~ Bolder than 
the waiver bill, this proposal would require the conSolidation 
and elimination of programs, rather than providing flexibility 
within the existing ones. This single federal youth development 
funding - "Youth Development Fund M 

- would send dollars to 
states, probably by formula, and they in turn would allocate to 
localities. Any such proposal would find enormous grass-roots 
support from community groups to state and local elected 
officials. 

A bold, highly visible commitment to consolidating, reducing 
and simplifying federal programs in order to encourage local 
flexibility is in line with the president's assertion that the 
federal government is at its best when it provides top-down 
support for bottom-up reform~ By freeing local communities from 
the constraints of narrow categorical programs and giving them 
the opportunity to design programs that meet the needs of their 
youth population, we would indeed be sending a good message to 
start off the second term. 

In line with the key principles of the Administration's 
"reinventing goverrunent" philosophy, this single funding 
mechanism would encourage mission driven programming through a 
strong emphasis on results. By setting forth guide1ines and 
rewarding creativity. the federal government would be empowering 



local communities to define, their own goals and develop
strate-gles to achieve them. Following ara some examples of the 
potential advantages of a consolidated youth program: 

• 	 LesS red tape and better services to youth. 

• 	 Rather than creating a new government bureaucracy~ a 
single funding mechanism would build on the strength of 
ex1sting community-based development organizations~ 

• 	 The consolidation of programs would encourage
collaboration and healthy competition among service 
providers. 

• 	 The most sweeping of bold options could restructure 
dozens of programs involving hundreds of millions of 
dollars. 

• 	 A single funding mechanism would encourage the 
leveraging of federal funds with private resources. 

• 	 The elimination of programs could significantly
decrease the number of people it would take the federal 
government to run the programs~ and those savings could 
be added to program dollars available. 

Despite the potential positive outcomes~ there are clearly 
some disadvantages we should be aware of as we consider pushing 
such a proposal. They are: 

• 	 Congressional reaction from committees and members who 
have created and now oversee the range of categorical 
programs will not be favorable. 

• 	 Advocacy groups that represent grantees currently
funded by categorical programs may not be pleased. 

• There may be question about whether or not youth 
services is the area in which the Administration should 
use its political capital to promote one truly bold 
reinvention strategy~ 

Keeping in mind, both the potential positive and negative 
outcomes of pursuing a strategy such as the youth Development 
Fund, we have worked out some possible scenarios that may be 
helpful in considering this option. P1ease note that wa have 
done thj.s based on little information or input from the relevant 
agenCies. If there is some interest ~n this proposal, all 
subsequent work will be done in collaboration with the 
Departments of Health and Human Services, Education~ Labor~ 
Agriculture and Housing and Urban Development. 



In determining which programs to inolude, we have used the 
following criteria: 

• 	 programs targeted to youth in distressed 
communities -- "at risk" and disadvantaged youths. 

• 	 Programs that have new grantees everyone or two 
years as opposed to programs that have on-going 
grantees. 

• 	 programs geared toward "positive development" and 
personal responsibility. 

• 	 programs tIlat are not included in major
legislation. recently enacted such as School to 
work. ESEA, etc•••• 

• 	 Non-school programs. 

Based on the above criteria, we have selected 20 different 
programs as candidates to become part of the Youth Development 
Fund. All of these programs - 11 from the Department of Health 
and Human Services, four from the Department of Education, two 
from the Department of Labor, two from the Department of Housing 
and Urban Development and one from the Department of Agriculture 
- share common goals and are closely intertwined, often serving 
the same client groups and in some instances, the same client. 
These redundancies foster inefficiencies and make it almost 
impossible to determine the effectiveness of an individual 
program and indeed the system as a whole. This overlap has 
prompted us to suggest this bold reinvention strategy. 

The total funding (in millions) of the 20 programs is 
$2,094.673. This amount - $256.14 from HRS, $78.2 from DOE, 
$1,702 from DOL, $10 from DOA: and $48.473 from HUD - is based on 
FY 1993 funding. If we e~cluded the two biggest programs -- JTPA 
lIB ($1 billion funding in FY 93) and JTPA IIC ($702 million 
funding in FY 93) -- the funding would total $392.573. Both 
JTPA programs are administered through the Department of Labor. 

The JTPA 118 - Summer Youth Employment and Training Program 
- 1s designed to enhance the basic educational skills of youth: 
encourage school completion or enrollment in supplementary or 
alternative school programs: provide eligible youth with exposure 
to the world of worki and enhance the citizenship skills of 
youth. The program serves individuals age 14 through 21 who are 
economically disadvantaged or eligible for free ~unch under the 
National School Lunch Aot~ 

Similarly, JTPA llC - Year-Round Youth Program - is designed 
to improve the long-term employability of youth; enhance the 
educational, ocoupational, and citizenship skills of youth: 
encourage school completion or enrollment in alternative school 



\ ; 

programs; increase the employment and earnings of youth; reduce 
welfare dependency; and assist youth in addressing problems that 
impair tham from making successful transitions from school to 
work, to apprenticeships, the military, or postsecondary 
education and training. JTPA lie provides job training and 
educational services to economically disadvantaged youth ages 16 
through 21~ It is also important to note that under the current 
legislation, not less than 50 percent of those served under JTPA 
lie must be out-af-school (different from those who have dropped 
out of school); and participants who are school dropouts under 
the age of 18 must attend a school, or program such as a hIgh
school equivalency program. 

Attached you will find a mora detailed description of the 20 
programs we are recommending as candidates for consolidation. 
Please note that this is not intended to be a final list but 
rather an example to illustrate the possibilities. 
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PROGRAM/AGENCY TARGET YOUTH POPULATION/ELIGIBILITY 


HUS 

Comm. Partnership 
Demo Grant 

High-Risk Youth 
Demo Program 

Target Cities 

Critical Populations 

Youth Gang Drug
Prevention 

National Youth Sports 
Program 

Minority Male 
Initiative 

Demonstration Partner
ship Program 

CSA? Programs Nat'l 
Significance 

Disadvantaged Youth 

Youth Opportunities
Unlimited 

DOE 

Talent Search 

Student Literacy 
and Mentoring Corps 

School, College and 
University Partnership 

Eisenhower Leadership 
Program 

'{outh At-Risk for Substance Abuse 

Youth At-Risk. for Alcohol, Tobacco, 
or Other Drug Uo. I Abuse I 5-20 

Adolescents j Minorities, Residents of 
Public Housing 

Youth 10-21, Minorities, Residents of 
Public Housing 

Determined Annually I under ,. 
Low-Income Youth I 10-16 

Youth At-Risk of Substance Abuse. 
Dropping OUt, unemployment. Fatherhood 

Young Minority Males, Teen Parents, 
At Risk School-Aged Youth, and Low-
Income Families 

Disadvantaged Youth 

Disadvantaged Youth 

youth in High Poverty Areas 

Counseling services for 12-27 Year 
olds to complete High School and Pursue 
Post~Sacondary Education; Activities to 
Encourage Drop-OUts to Return to School 

Promote Community 
program.a 

Skill Improvement
Low-Income Youths 
or Employment 

Literacy and Mentoring. 
and Preparation of 
for Continued Education 

Development of Student Leadership 

FUNDING 

$ 105.1 

$ 56.4 

$ 30 

$ 29 

$ 10.64 

$ 9.5 

$ 5.0 

$ 3 •• 

$ 3.2 

$ 2.5 

$ 1 

$ 65.5 

$ 5.3 

$ 3.9 

3.5 
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DOL 

S~er Youth Employment
and Training 

Year-Round Youth 
Program 

Youthbuild 

opportunities 


Youth Sporta Program 

DOA 

Youth At-Risk 

Basic and Remedial Education, Work 
Experience, Employment Counselin9 and 
Related Services to Youth age 14-21 

Eciueation and Training, TutoLing, 
Nentoring and Related Services to 
youth ages 16-21 

Job Training and Work Experience 
for Economically Obadvantaged Youth 

Sports, Cultural, Recreational, 
Education Activities for Resident 
Youth 

Prevention and Intervention Activities 
for Youth At-Risk 

$1,000 

$ 702 

$ 40 

$ 8.753 

$ 10 
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November 7, 1994 

MEMORANDUM FOR 	 BILL GALSTON 
BRUCE REED 

FROM: 	 . PAUL DIMOND· 

SUBJECf;· 	 MEMO TO PRINCIPALS ON ETR AND URBAN POLICY 

ceo 	 PAUL WEINSTEIN, JEREMY BEN-Allll 

We arc at a cross-roads with rcspc~t to decisions on policY and political strategy for urban 
areas and adult education, training and reemployment. J do not believe that a general debate 
about the process and form of governmental relationships in our federal system is the right 
framework for making these decisions. As the President has repeatedly noted in hjs speeches 
over the past month, "Government should be an instrument to create opportunity in the 
private sector .. ,to empower people and firms, and then challenge them to assume both 
individual and community responsibility, because that's where most of the: action'is,in . 
America today.!! It's time to address how we can do precisely that for adult ETR and urban 
policy, 

1. The Prlnelple of "Consolidating Federal Programs and Devolving Responsibility ror 
Implementation to lb. States" will not help make decisions on Urban or ETR Policy, 
We need to move beyond a debate over the merits of the prinCiple of Itmaking government 
work better" through consolidating federal programs and'devolving responsibility for their 
implementation to the States in c:xchange for "accountability" and "pcrformance measures," 
Only if the memo is written at such a high level of generality that its ,actual operation cannot 
be understood will this principle withstand meaningful scrutiny as applied to urban policy and 
adult educ..'1tifm, training an? recmploymen~. Consider: 

e 	 No Metric. tn both of these substantive areas, there is no "metric" for measuring 
short-term pcrfonnancc for governmentally run programs, Fo~ example, some of the 
initial OMB suggestions for measuring the success of educatiQn and training programs 
an: So myopic that if applied to the Gl Bill in 1950, they would have suggested we 
should have kHlcd ~ff the federal government's singt<; most successful program of 
investing in people in the history of the Republic. 

• 	 No Goals or No Standards. In contrast to'Goals 2000' for K~12 public schoolingl 

thetc'is no national consensus on the goals for urban poli~y. In fact, the PADS at 



OMS have suggested that we need 10 engage the country in dialogue {)Vcr urban goals 
precisely because of this lack of consensus. In the absence of agreed'goals, it is 
difficult to concei.... e what accountability standards are going to be applied that have 
any respect, let alone any teeth, In the absence of goals and standards. consolidation 
and devolution become just another re-run of the prior fetish for block grants and 
revenue sharing. 

• 	 The Wrong Lever for Change. In both of these substantive areas) the primary lever for 
change rests with better equipping families and firms with the tools they need to 
cn~'lgc ~hc private sectOr more fuHy in increasing opportunities, jobs, skills and growth 
for more Americans. In contrast to Goals 2000 where we have a public system of 
education, urban development and adult ~·dep~nd primarily on the choice and work 
of families and firms. not on the decisions of state and local public sc~ool offjcials~ 
administrators and teachers, For example) as Bill Galst-on wrote in the first chapter of 
Ibe Urban Report witb Sheryll, Paul W. and me, the goal of urban policy must be 10 
enable "the private sector [to1assume its rightful role as the driver of economic 
growlh.,.IThcl,principal challenge of urban policy'is to provide an environment that 
cn(",{)uragcs the retUnl of the private sector to America's inner cities," [N,B.: Even in 
the context of K -12 public schooling, we know, that governmental action is not 
enough: we ask parents to take greater responsibility for their children's educationj we· 
ask the private sector to join in making SchooI-to-Work work; we seck broad 
participation from all sectors in developing standards; and we seck to provide some 
competitive leverage with support for Charter Schools and public school choice in 
ESEA In the area of urban policy, governmental deregulation may be a more 
important key to economic growth than governmental action.1 

• 	 Political Shortcomings. The proposed "newer federalism" principle is even more 
lacking in political terms: its legislative enactment will cause at most a yawn' among 
most voters who could care less about revenue-sharing. block grants Or consolidation
devolution. Even worse, most of the community- bascd'organizations (and many.of 
the Mayors) whom OMB touts as supporters of "flexibility and coordination" wilf go 
nuts if we try to teU them that they are to ,be held accountable nOw to states (many of 
whos!: governors are open opponents of the community-based organizations and none 
too fdendly to the big-city mayors). Thatls why the "challenge" approach for the 
EZ/ECs was crafled so carefully and has played out so successfully compared to 
OMB's proposed consolidation and devolution: although the Governors and Mayors 
,sign the EZ/EC application, neither the states nor the cities even get in the front uoor 
unlcs.~ the community is- fully involved in the .planning and implementation anu the 
private scctor is a major co-investor in the proposed plan, Let's not throwaway what 
~clve learned from an EZ/EC proccs..~ that has worked so well in a rush 10 
"consolidation and devolution" that will gain us fe~ friends and m,any c?cmics: 

• 	 Flawcp Mc..;;sage, ,The message of "consoBdarion and devolution" to the states in the 
area (if urban policy and Adult ErR will boomerang against us. We'd basically be 
saying: "Federal programs donlt work very well in these 'two areas, and we can't figure 
out what to do. But we still car~ about doing something -- so weIll just ric a ribbon 



around the mon~y and send It to the States and ask them to do belter, ralher than just 
cut the deficit or give the middle class a tax cut," Although I am no defender of thc 
quali1y of many federal urban and adult ETR programs, we can't afford to take this 
nihilist approach to federal policy -- particularly when there is no evidence that the 
states ~ave done or will do any better. 

• 	 Purpose of Memo and Principal's Meeting. At best. then, a memo focussing on the 
real pros and cons of the proposed "belter government" principle for urban policy and 
adult ETR will provide the opportunity for Secretaries Reich, Cisneros, Shalala and 
Riley (through Mik~ Smith) to derail this Hnewer federalismHtrain before it causes a 
wreck -- with important constituencies, the Congress or the voters. Such a memo 
and meeting might scrve some purpose, but 1 d{)n1t tHink it will get us any closer to 
making the rcaJ decisions about how to proceed. ' In the next three sections, I therefore 
offer an approach to how the memo might be cons.tructed: what the fundamentals' of 
OUf domestic policy are; and how we can build On this foundation with resped to 
urban policy and adult ETR. , 

2. We should build orr the bask policy choices tb.t we've already enacted: ••fe streets, 
good schools, continuous learning, and enabling the private sector to generate jobs and 
growth are the roundation pillars of the President's domestic policy. Amidst aU of the 
'noise about the budget, Whitewater and health care, we have built a solid policy foundation 
for a new majority in the country through <a) the crime bill, (b) Goats 2000 and School-to-, 
Work'for K-12 education, (c) Individual Education Accounts for lifelong learning, and (d) a 
national economic plan to spur private sector job-creation and grow1h_, These are the lead 
lines of any policy, the substanCe of what we are about. These provide the platform for a 
strategy to cliahle the USA to lead .lIt nations in the new globally competitive economy and 
for more of our families and firms to prosper in the years ahead. 

Responding to Public Cynicism and Anxiety. The response to the cynicism and fears• 	
j 

of middlc Amcricans revealed 'in Stan Grccnbcrgls polls ,or in Secretary Reich's 
speeches on the "anxious cJass" surely is ~ot to be found in saying that the federal 
government is going to turn over responsibility to State government to help you find a 
successful path into the future, A governor might want to preach such a new 
federalism doctrine: but the people expect something more from their President. What 
we should say is that in public safety and p~bHc schooling, the Clinton Administration 
is going ~to partnership with families, communities, schools, the private .and voluntary 
sectors, localities and states to make SUfe that every American family can live in 
safety and that a1l childrcn have the opportunity to learn to the world class standards 
,hat will enable them to compete and to prosper in the globally competitive economy 
of the 21st century, But continuous learning for adults and continuing job creation 
and growth are not going to be promoted by such a govemrrientaUy'led partnership: its 
going to be led by enabling firms and families to take responsibility for continuous 
learning. learning the skills they need, and seizing the increaSing opportunities and 
meeting the chaUcnges of the new economy. 

• 	 Putting'Republicans in a Domestic Policy Corner. Republicans have almost nowhere' 



, 
to go with such strategy: they can either claim ('l they will do a better job of ' 
implementing some or all, of the fOUf parts or (b) they offer ,something different on onc 
or more of the four parts (e.g .• vouchers for K-12 rather than Goals and School-to- ' 
Workj or less assistance to enable families or finns to gain, higher skills.) The first 
sounds like "me, tOO," and the second wiH drive the Republicans back to the right and 
a very narrow base on the religious ~ght and supply side, free markctecrs, 

• 	 National Implementation Camgaign. Whatever we choose to do on urban policy and 
adult ETR, therefore, I believe that it is essential that it (a) build off of the four pillars 
of th(~ Ctinton.Administration domestic policy that have already been enacted and (b) 
fit with a concerted public and private Campaign to implement each of the four parts 
as fully as we can, My previous proposal for the President to lead a year-long , 
campaign to implement Goals 2000 and lifelong leaming provides one example of 
how to do so: such a campaign will include all Americans, but each constituency can 

. tailor tbe campaign (as suggested,b}' Hugh Price, for example) to build support in their 
respective communities. . 

3. Urban Policy Is an Integral component of all four parts of tbe President's basic 
domestic policy. Safe streets, good schools, continuous learning, and private sector job 
creation, and growth arc also the key elements of our urban policy. We must now move 
rapidly ~d dfectively to implement these pOlicies for urban (as wen as suburban and rural) 
areas: 

• Youth Challenge as Kev Component of National Implementation Campaign.We can 
bring together the cops:. crime prevention, Goals 2000 and School-to-Work 
'foundations to promote safe streets "and good schools. The national campaign to 
implement these goals can be started in January and supported by the announcement 
of a coordinated, one stop application process for federal support, supplt;:mented by a 
Challenge tnat will enable local communities to bring the support of the voluntary, 
higher education, and private sectors, and National Service, together to provxde youth 

:with mentors and clear pathways to success in school~ to a transition from sehool-to
w()~k or collcge~ and to a job and the ability to sUPP.Ort and nurture a family rather 

, than to dropping out, crime and drugs, or kids making babies they can't support. 
There can be two tiers to tbis challcnge, and communities should be free to apply for 
the cops and crime prevention programs separately or bundle them together ill 
response to the challcnge. The first ChaUcngecriteria for selection should be the extent 
.to which the private and higher educations sectors agree to participate in school-to
work apprenticeships and to-provide a job or college to those who play by the rules 
'and achieve in schoo1. ' 

• 	 Starting Youth Challenge in January 1995. It is ~sential to announce this campaign 
to implement the Crime am and Goals in January. ,This will preempt any Republican 
effort to repeal liny portion o(this program: communities aU across the country will 
begin planning on a scale like the EZIEC 'challenge -- except all schools and 
communities, not just targeted areas will be gcaring up, In the face of such grass 
mots pianning and support alJ acros~ the country, we will be in a position to undercut 

http:Campaign.We


any Republican attack in 'Congress before it even gets started. It is far more important 
that we start this youth challenge in January than proposing new l~gislation that will 
delay the campaign and give the Republica~s time to ,attack the crime bill and Goals. 

• 	 Role-out of EZIECs is Critical to National Implementation Campaign. With respect 
,~o en,gaging the private sector to promote jobs and economic growth for the central 
and inner cities, we sh~uld .first take the offensive in announcing the EZ/EC designees 
and in implementing the COFI bill and CRA reform in cooperation with all segments 
of the financial industry. With respect to EZ/ECs, in particular, we should ,announce 
four big winners of economic development support ($100 million each), in' addition to 
the 9 EZ's: we should demonstrate that we arc responding with, major co-investments 
to the strategic plans that have already generated BILLIONS of dollars of investment 
from the local regions; each agency should c9-inv~st in a major way in the parts of 
plans in a number of additional ECs that arc particularly promising and innovative; 
-and ~.ye should package the hundreds of statuto~y waivers a~d drop them on the lap of 
the inComing Congress with a bill asking for flexibility to permit real top-down 
support for bottom-up refoml.· This will mean that our first round of EZ/ECs 
accomplishes everything that Secretary Cisneros and the VP have been asking for in a 
second round. 

, 
• 	 Propose new economic development legislation for 1996 Challenge .. We should also 


make a legislative proposal for unleashing the private sector even more broadly to 

provide jobs and growth in urban areas. This should be a legislative package and 

build around a challenge to begin in January 1996. 'J1.1e point of including this 

package is that we will gain the support of the Mayors and community groups for 


\ reelection 	in 1996 even if the legislative package does not pass. If it does pass, we 
have. another tool to build the momentum for private sector change. I would 
recommend the following clements for the package: a combined Brownfields
economic development package with (a) tax .incentives, (b).HUD-Commerce-EPA 
discretionary support and (c) deregulation (federal, state, and local) for sustainable 
development. This package will have broad appeal to suburbs and rural areas, too. A 
capped wage credit to connect inner-city youth to school-to-work and young adults 
to jobs throughout the local region would help to provide jobs to inner-city residents 
and further demonstrate the need to connect inner-cities to the mainstreams of ' , 	 ' 

regional economic growth. [Note: Such economic development could also be 
supported by any State Infrastructure Bank proposal.] 

4. 	Adult ErR pOlicy should be an integral component of the continuous learning and 
,priyate sector growth pillarS of the President's domestic policy. Adult ETR policy should 
--first and foremost -- build off of and contribute to our basic policy: enabling all persons 
and firms to increase their skills so that they become more productive and more competitive, 
create more jobs with low inflation, and EARN higher wages and more profits because of 
higher value added and greater productivity. This means that our basic message and theme 
must focus on the vast bulk of incumbent workers and firms: 

• 	 lEA (and its relatives) as the Centerpiece. 'The Individual Education Account should 
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be the starting point because it is designed to enable ail Americans to invest in 
increasing their own skills and then repaying through a small portion of their future 
earnings. I am advised that Secretary Reich will propose complementary tax 
incentives for education and training (e.g., allowing withdrawal of funds from pension 
plans for purchasing education' and training so that they become, in cffcct~ individual 
training as well as retirement accounts); wi1h massaging Treasury may weH go a10ng 
with such proposed changes. Secretary Relcb is also exploring with DoEd what 
marketing or substantive changes:are appropriate to make t~e Individual Education 
Accounts better serve incumbent 'workerS. In sum, J believe that the Secretary will 
recommend expanding the opportunity for ~dults to bl.:lY the education and training 
they want from community colleges and the increasing number of four-year colleges 
and universities that are providing mid-career courses for skill ~pgrading and career· 
advancement. 

• CamP.§jgn with Firms to Build Skills. We should also' establish a concerted campaign 
with Industry representatives and leaders of small and medium business to encourage 
firms and networks of supplierS tojoin in providing continuous skill upgrading and 
embedding leaming in higher performancc, mOre competitive workplaces. A new 

,award, pr~urement policies (ISO 2000, federal certification), broadening the mission 
of the NCMS extension centers,- and -encouraging States and firms to invc.o;t jointly in 
cm;tomized training in mc~ium and small firms may all be consider~d. In addition, as 
. Goals 2000 provides, we should work with industry to assure the development of skills 

I 
standards that are useful to finns and workerS and are sufficiently open and flexible to 

drive the campaign to upgrade workforce skills to compete and win in the 21st 
century. 

, 
• Dislocated Workers. I believe that Secretary Reich will also propose that dislocated 

workers be given more control over the education and training resources in EDWA so 
that they can choose the courses they want ~t community colleges, univ~rsitics, and 
other providers that they know and trust. As a part of this proposill. I believe that 
Secretary Reich will caution' against any grand consolidation of federal dislocated and 

. disadvantaged programs in order to avoid the political squabble over the role of the 
employment service as a monopoly supplier in local consortia of job counseling, 
nerworking and/or trajning services. I believe the Secretary has become convinced 
that the future of such intermediary labor market functions should be left open to 
future development rather than cast now in the concrete of amonopoly consortia 
modd built around the ES and PICs. I believe, therefore, that the Secretary will place 
more emphasis on building :t>ctter labor market information now with the goal that 
over"timc he will be able work with the UI and ES to make this their primary -- and 
vitally important -- public function. 

J. Disadvantaged Adults. That lc~lVes only the fed,?ral programs for the disadvantaged at 
issue, Excluding HHS1 JOBS program (which has its own separate caseworker 
bureaucracy, politics; and proposal for reform as .a part of the Welfare plan), tbat 
m(:ans for disadvantaged adults only 5LIBillion in l:TPA would be at issue. 1 agree 
with ~he critics that the results here arc mixed) but we ought not even be thinking of a 



grand scheme of consolidation and devolution of all adult ETR b!lsed on this relativdy 
minot program. Consider: four-year public colleges and universities expend over $60 
Billion; private colleges and universities another $40 Billion; Community coHcges 
another S15BilJion; Pelt Grants and Student Loans support over $30 Billion in 
ind~vidual choices of education and trainin'g; firms expend another $50 Billion in 
contmcted education and training (as well as substantial matching support for 
individuals to take courses of study at college and increasing support for embedding 
learning right in the job of the high performance, workplace). Virtually all of these 
expenditures are' made In the context of individuals and firms_making their own 
choices of what eduC3tiop and training they want, not what. the States or the federal 
government say they Should or must do. There is absolutely NO WAY that a $1.3 
Billion i~ue relating to tess than 1% of t~e users of continuous learning should drive. 
us toward any form of devolution and consolidation of adult ETR to the States. 
Indeed. even the few succeSsful ITPA programs for the disadvantaged don't' rely on the " 
Employment Service (which is owned, operated ana run by the states) for job . 
networking to place disadvantaged adults in jobs: the successful providers (like eET) 
mirror private sector placement finns' (e.g., Manpower) and become the job developers 
who network with private firms to place their customer job-seekers in jobs with their 
cu"-;toiner firms seeking workers. (Note: There are legitimate "gaiekecping" issues for 
proprietary providers who rip-off Pell and student loan'recipients without providing 
any, henefit, and we need to address those' concerns, But there are far larger concerns 
in higher education -- which has successfully fought for its autonomy -frOm Governors 
and State Legislatures for over a century. The answer to the "Gatekeeping" issues, ' 
therefore, is not to be found in consolidation and devolution to the states either.l" 

• 	 Programs' for Disadvantaged Youth. Both Secretaries Reich and Riley win propose that 
the two major programs (Perkins Vocational Ed Reauthorization and lTPA) for 
disadvantaged youth should both be used to implement Goals 2000lSchool-to-Work: 
that is the President's key program and message for K-12.public schooling, and that 
should drive the Perkins and lTPA youth programs ~- not any principle of 
conoolidation and devolution [0 the stateS. Nevertheless. I believe that we will have to 
confront the Hill politics of consolidation of JTPA for disadvantaged youth and adults 
(and a: host of other consolidation claims brought on by the RepubJicans in Congress). 
To get ahead of these outcries over the relative ineffectiveness of federal ETR 
programs for the disadvantaged, we should propose elimination of a host of small 
programs and gratefully accept the solution offered by Senator Kennedy for ITPA: 
send it off to a commission for a two-year study, :while 'we procew vigo;ously with 
the business of implementing Goal 2000 (including Goal 6 and its objectives) and 
continuous learning for most American students, workers, and firms! 

I think that we owe the President a set of strategic options for adult ETR 'and urbaJ policy 
that attempts to implement his presidential vision for using govenunent as a lever to create 
opporttlnity iIi the private sectOr for individuals and firms, We can do so·if we will huild off 
of the four pillars of domcstic policy -- safe streets: good schools,' lEAs for' lifelong learning, 
and a national. economic plan that promotes private sector job creation and economic growtb. 
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THE WHITE HOUSE: 

WASHINGTON 

OCTOBER 31, 1994 

A MEMORllNDUM TO BILL GALSTON 
BRUCE REED 
PAUL WEINSTEIN 
I<ATHI WAY 
JEREMY BENAMI 
MICKEY LEVITAN 

FROM: GAYNOR MCCOW~N
SUBJECT: 

,. YOUTH DEVELOP~NT GRANT 

ce: CAROL RASCO 

As you all know. the Domestic Policy Council has submitted a 
proposal to Shery11 cashin. co-chair of the Youth Development 
sub-group, for 6 bold new legislative option that would call for 
sweeping consolidation of all youth programs. This new 
legislation - a "Youth Development Fund" - would involve the 
restructuring of dozens of categorical youth programs into a 
single youth development funding IDechanism~ 

You may recall. that in our October 21 memorandum {copy 
attached) to sheryil, we included three alternatives to the 
option of sweeping consolidation of all youth programs. The 
second alternatiVe supports a limited reallocation of funds from 
existing programs for an initial stage of flexible block grants. 
An example of this is the Youth Development Block Grant (YDBG), a 
proposed $400 million per year federal initiative to expand 
community-based youth development programs for 6-19 year olds, 
sponsored by Senators Kassenbaum and Dodd and Representatives 
payne and Morella. 

On Tuesday, we will begin discussions with the chairs and 
co-chairs of the entire Urban Policy Working Group to decide what 
options we want to pursue. Therefore, I thought it would be .~ 
helpful for you to have more information about some work that has 
already been done on the reallocation of funds from existing 
youth programs. If we do proceed with the option of sweeping 
consolidation or one of the alternatives I it makes no sense to 
reinvent the wheel in order to reinvent government; particularly 
when the efforts underway have been developed by youth serving 
organizations .. 

I am attaching a copy of the Youth Development Block Grant 
Bill, along with a summary of the bill and estimated allocations 
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to .the states ~' (Please note that· the 'original proposal ,was for,.;;.,,':: .-~}; ':1:: ~;,' 
$2 billion per. year but the aotual bill-, ca~led for;the :,/ .; ..~;;:.:;.,.:...;,j:.,,_,"".~~'.';:<;~ 
rea1:l0cation of' 9400 million per year.) YpBG woul~ :ae~d· money ,to 'i,', ~ ,,;' .'. 

the states, by . formula, 'and they in turn would allocate' it ,to:· , .' ~ 
loCalities., based, on '8 county's school-age youth, population and:'" 
the percentage of "that popul.ation living ,in poverty.', "This·',bi.ll ' 
developed by the National 'Collaboration, for Youth, (NCY),-:, has " 
already been intro<:iuced to the House (HR4086) and ,the Senate' 
(S1746).,' NCY members are: 

American Red.Cross 

ASSociation of Junior Leagues 


,Big Brothers/ B1g,S1sters,of America 

Boy. Scout,s of America' , 


" BOys and Girls Clubs of America' 
, ".Camp, Fire' Boys 'and Girls 

", '. Child Welfare League of America 
4-H Extension Service'", " 

, Girls Scouts 'of the USA' 
Gir1.$ Incorporated' 
National Network of Runaway.' and Youth· Services, .. 

,The Salvation Army 

WAVE, ,Inc. :. 

YMCA of the USA 


: YWCA of the USA 

" The key ~eature$ of the,YDBG are: 

, . 

' ' 


,',~ ~ 

, .. ", 
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AN EMPHASIS ON POSITIVE YOU'l'H DEvELOPMENT lIND 
PREV.1£NT:tON -- Like the entire Youtn Development sub, group; the YOBG proposal focuses., <?~. positi:ve youth, ' 
development and prevention.' ,Rather .than waiting until. ,. the 	crisiis occurs, 'the VpBG would ;fund programs, ,~~at· . 

, , help children and. YO,uth develop ',the value,S 'and life' , 
-.skills they need .tt? succeed. '.' . ", 

,. FUNDS 'GO DIRECTLY'TO, THE COMMUNITIES C~ 95% of the 
'funds 'go 'directly,'~o lOcal commUnities; '4% would go' to 
·states.. 'prima'rily to fun'd 'technical assistance to. local 
proyiders .. 

, , 

• 	 'TARGETS' LOW-INCOME COMMUNITIES ,-- 'AllocatiOn is based 
~m bQ,th a county's ,total school-age youth population~ 
and the' percentage of that population living in, ' " 
poverty. ,Therefore, priority,wUJ: be given to' " ' 
cOlM'luni"ties with' the: highest eoncentration of low- . 
in.come: youth." - <, 

,, ' 	 COMMUNITY,FLEXIBILITY TO, DEFINE LOCAL'PRIORITIES• 
YDBG funds would support local 'initiative and an 
inclusive'community planning process by. allocating 
funds through a Local Youth Development Board. 'YDBG 
also encourages comprehensive planning and integration 
o~ services. 

" , 
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•• BUlLDS ON THE STRENGTH. OF. YOUTH SERV:Ilio' COMMuN±T1I:~BASEij.:" .. :::';)-i·, 
,ORGAIUZA:I'IONS -~' The' majority of youth' 'devalopme,n:t ::';.. ':,., .... :~ .. " 

programs are provided not. by commun1ty-hased,' .. :: ',;:c';.". " 
organizations such as the members of' NCY. .The YOBG, ",-'.; 
proposal builds on the1r, strength, 'credibility and .exPertise 'by allowing. them a leadership role in both . , ' 

the plann1ng,'~nd delivery.of serv1ces'f9r young;people.:, 

At least 85% of the funds would go to·' expand programs 

of'community-based youth devel~pment organizations and ~ , .. 

caD representatives would compr~~e,of:a majority of the, 

po11cy-m~king boards at the local, state and, federal" 

level. 


• LEVERAGES .F)!:DERAL FUNDS WITH,' PRIVATE .RESOURCES -~. 'The:': 
WaG would capitalize on, the' abi'lity; of ,community":,,bas:n!d' 

. ,organizations to -'leverage, federal' fund:s ,with private ' 
,'resources by requiring -YDBG'grantees ,~atch federal 

f~nds 'at up to 75 cents on the dollar. " " .' 

. The '1nformatio·n I ha.ve submitted here does 'inolude how the 

funds would be allocated and distributed under the Youth 

Development Block Grant~ . However,' the YDBG proposal dOGS not 

.include a list,of the specific programs that would be affected by 

the reallocation of funds~' - . 


I hope this is helpful! 

• " ' . '. 
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BILL GALSTON 
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" '.' " ' ' " , ' " 	 , ' 

'",T' " '" ,,'" .",' ['",/4\ ~·, .. ",t:"~"i .. ~, .:,',:',," .' ',_ 
¥\';~:_;',~,",,'jl: t';: . .".<,_ :.'" "'~:' ,,;,:,,:,,~,:,;,~,,:":"""l':~;:'·,. ,~:-,,-:,," ..J,.".'"".:"" ,', 

T,:~:;::~'<;" ," ,Riding':.~he wav~ Of",?ubli~'d1scqnten~_!w:i~h t:ederal'.·'..~{._~~.~,:<,.;::":,, :", ,I";'., 

. :.,;; ..,_,;~ bureaucr.acy,-, reinvention .needs to' be '8 'more ,central., el.ement.:of :.,,<;. ',,,,'.' ',./1,;,;,;
• ' " , ' 	 , ~ 'f - . , " ' " • ' 

.~< . _' ;our message and program. L' ,A'S with' otherf"ta~et g-rou-psf: a myriad ,", I., ',.-;~.:> <,-." 
-'.- of serv1ce prqgrams. target youth~' Therefore;;'we ~are' proposing \. ' '~"'; ',' 

,. 
tlie.p6""ibility:.ofi !,old,; new )legislet£im:'to 'oramatical:ty ohar\ge. '."" 

'<." how "the',federal 'government"funds .the'se;'serv1.ceB~';"",·Bol.der :than·, f " 5' ~ 
~. ,,'t~'" " the, waiver bill: thIs ·proposal' wouid",:require' the'';C6nsol1d~,rcion~,;;: ,",' ':>: ~0' 
,.. : and elimination 0:( programs / 'rather', than ,providing,'fl.eX1:~1;tity -"~'; ,,,'; , ' ~ " ," 

',,'" "w1!-=h1Q the ex1sting ,ones. :: Tnis' single fed~ral' youth deyelopment ' 
," , fundihg:' - ".Youth Development Fund~ ,'- ~would ;sefld dollars-',ito ~-;' '::'; . ',,' , <", t,:- !. 

";"_ :'.'';:, . states, ':probably:'by '-formula;', and' they' in '.turn·~'would allocate ,to' ,:~ ~;:::,' '.'...:: :':,
• , .,' , '.,.. • .' ,,' " -,', .' ~' , '~ , - '~', '," ,f ' 
;,. ' . local1.ti'es. ,Any ~uch proposal '.wou~d .find· enormo'us, grass-roots;" ',; , " I "," , 

",' support',from community"groups to staie~and,local',elected>,-- ",\', l'" " 

',,' officials.," _., '.,,>~:'-' ": -,' ",-, :~', - ",~ .': ,:' " .r' ,,' r
e ' " '. ,., :': 

, ". 	 ..... , :, ' -: '" 
, ' , " , . " " ," " . " , ". '" ," ,;, ',' ',. ' , 

~ , . . A bold, highly visible .c",mnlitment to· consolidating" reducing; 
,EI;nd-' simplifying -federal programs ;.in - order: :to ,encourage .local :, ,;, ,\ 

';, '.'-' flexibility ,is' 'in 1:1ne with the "President,"s{assert1on' that ,the, :' ' '> 

t. 	 ,J• • " ' • federal ·government·, is ,_ a,t" 'its be~'t ,'wh'!'!'n' it· provides top;-down', .~, ' ; "'~ ,! " 


supp<?rt . for bottom-up reform .,' ~. By '-f,reeing ;local. communiti:es . froD! ,. 

, '., \the constraints of narrow' categorical' programs, and g1ving', 'th-em' ';~ 

:~', , the'opportun1.ty,'to, das;gn, programs' that' meet'~_e'n~~B:o,f, their, ' 
.-,", \-. ,: "youth popuJ.ation; we would' indeed, be sending'. a ..90pd',measage ',to,.: '" , "~:' :.... 

,." . start off the second,term.,/.···· " ... ', ." .:::.... " ~".~/.,~ ", ,",', : • " 

J 
. .'..... ,; . < 

, Follow1~g 	are some ',examples of~,the,potential'outcomes 
, 

of.,a.}:". ~- , " 
.:~. .;\ '".' .,' " , .. ',," .~,". :7;,,::'consolida~ed youth program: 

'. 
" , 	 ", . ., . "".. . ' " .... ,..Less red' tape 	and better services to youth. -, ,..'.'

" .' , '" 	
~ 

" 	 ' ..',' , ". ':. 
, '" 	 >( , 

." " 
1" 	 ,,:, ,'.' , 

" '; 	 ~.' " 
," :

" 	 ,;.;.... 
" 

" .. .:.. . 
, " , , "r ",.:, 

, ,.. ' ,. ," 
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:,",.."'"",; :'" I:,,. 
", :.!:""'i:~'·;;'~,,::"r',. ".The most sweeping of bold options could restructure 
: t:'l/;;th:",{:t:i:",,>',:' ',' \ ",' dozens·of pr~:rrams involving hund:r;eds of millions of 
~"'·'·.JI'';:;I'" ,;: ·dol.lara-" ,".' ", ..' ",' " .. 
·>-':,:~.~':_~"~~::;_""~<·r··' .'> '" ','.. ' ", . 
-',,~ ';';~I'· 	 ,"' .• "" ; The, elimination ,'of programs could sianificantlv ..," ':"1Y"~' " " -decrease the number .of people 'i.t would take the federal 

'!~'_·';;)'-,t,"'1.1'::(' .:"",;'<:'l",lqovernment,to' run: the ·programs. and'those savings could ", . 
: ";,,:;/<;-:::;;.~~':':" " ',_ :/ -be ,'added' to program dollars available. ' . 

.' '" ';" . " " .... ." :" - .,
• ,. t' 	 • • 

,,:: ;\;_~~<' ,\",\' - ",Despite ,the, potential positive outcomes, there are clearly 

as we 'consider pushing
.::~•.' disadvantages we'should be aware of 

~ proposal:: , They, .a~; ':\. " 

, ., 

. '., ," 

",''', 

, '".. ". ,',. 	 \', ,, . 

. .. >';' \:._, ,,·,'AdvOcacY groups that' represent ,grantees currently
,,}::,,'~I~\-''''''~'' .:,' ,',.>\;::'funded'bv categorical-programs·may not be·pleased.·. ,.,'; { '-'. ,;';F:,:' 
":.~~_?':~r~:'i~~:,,'/'~'. ': ',:":\'~~.:;,Y,,A1SOc,"i£ t~e 'funds':turn 'out to' ,be too sma].l· an~ spread" -, ",.-,'" ".,?~<t:. 
,;' ,;'-' :r.'.'i/":-.g(',l.. ~' ,;', 'i~·too ,thinly when consol:idated< the effort-could be seen _d,';': ,"[1",,\ 
:;' f/:i:i;~;:-:',~ •. , ":,;,, ',a~ .an-abandonment of-youth services4 ":,' ,.' _ -. ,,' '<,' 

, ,", ~ ,. " " " " , : '." ,L:, '-;:,;.'- ' '" - . . ." '" 
: t:::".'-'~>. "!:' '~ ,..~ .There m.av be Question ab?ut whether or not youth -":'.1;'. 
,," ",:': .'~:;,'; , . .;':' ....', services is,'the area ,in which'the ,Administration should <..:,,\' , .\ ,', " 
;:,,/;' ." .. ::,',,".''' :,::' ,'",,;, 'f,.:' 'use' its 'Political capital: ,to promote, one truJ.y bol.d.',' . -~: " '\(:!

'. ':" __ '" ' '~., ,l' ,', 	 "'~, ' ~ ; ,,,v,"~ 

,': fl :'~.:.,:,,',) ;'/"'" .. reinvention strategy.'cl ,,·· /, !. ,; ';. ,._ ,": 

'.'" ,"Q."f .- ••• : '.'~'. ".", .-~ 

~":"."~"(:;"""'::'::):":"',.'J "~-I":,'"',,,'/,,>''':' ',0~': . ". " , ,. ':-~:>~'I.". :"': 
. ,\ ',; :", .The GAO recently completed a report on .the over1ap of, ',,, ,,~~,: 

'. , .. :,~ :programs that'tarQet'youth,for emploYment and training: ....,.,.' ."., ".. (.,.,:.1
" t, " ' ,.'" •.,}-,:",,~ • 

. I',' "~assistanoe:", They determined ,that _£or., fiscal year 1994, ~16 ,".'",' , ~ ,,,.' .~, 
. '" , programs',had ~.the .. cOmbined federal' funding'- af' over' $4 billion, to : ~ '", \.' '" '" ' ,': 

.. ," help .:youth,make ~he '_transit~6n',int.o,.t.he workfo,rc'e-: i This is ~{ ';.t,',:, ',:"" 
", ";: pOE(1tive' t.o; the'~extent':tJ:lat'.~t ;s indicative .of. 'Congress t ",

'.\ ,'< r~cognit1on "th~t many·'non':'"college'-bound' youths" !lre not ~eady 't:9:r:' ",,~' '"" 
." ;'. the worl;tplace but .there'is':clesFly some question as tci:---the ,": .~, ~ :0' " 

• : ..•. ' effectiVeness of ':the employment tl;aining programs.. Many of, these '''', 
.; " '~"f6"prbgrams'--7 to' 'enhance ,the'ability, of youth to become '-,,:"" ",', 
" ,:. " ,~'productive inembers'::'of the. workforce ~ '.serVe 'the same gr<?ups' and ',:' 

\ ".' ,;' 'provide simi'lar services,' For'. example';' . all-16·'programa serve' ,~'~"" , .;, 
." . . .. ' youth between the ages of 16 and "19 and .almost all. of . the..'. '.1 . 

; ,programs ,specifica11y ,target'.youths~who :are.. economicall,y:'. ,.:.r,:,: ", " " 
";, -~ disadvant'aged 'or,: ~at ris,k,.!"" ',Despite' .the .Simiiarities J~ong the ' ',z, " 

','! ,programs, ,th~y. are administe:r:ed by (ive fede.ral: agencie~ .- :tlfe' -,.:" 
'Departments of Education,. Health ana Human Services, Housing and " 

'z. 	 ".~ '~rp~n pevelopment,,'LabOr,'-·.and 'th~ 9ffice'J?f Person'nel Management: " 

,One program - ,SCh'ool-to-Work ,~.' is :jointly administered by " ' .. 

.Education' and Labor,:,' .' ".'.:, ". 1 ;,' • I'., ,':', '... ' 
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. '"'. The emploYment programs are, just one' example of. the need- for ,", 
:?\"'",, '.s major overhaul and consolidation of youth programs ',into: s' Youth ~,.~'.,.;t,~,".:···", 

: . .' " ::', ...oevelo{>!tle,nt Fund. The -re'dundancies in 'goals, .clients, servic~s, ". " '<.-- /;'. ';, 
,J., ", :'"," and' service delivery mechanisms foster inefficiency and make it···.· ," ,.' 
;: "difficult, to determine the effe'ctlveness of 1nd1v1dua~. programs. ',,
. -'. or. the syst~ as a whole. 
 ..; '"' · "\, "'.' ' 

:,~ .. ',However, being. aware of the problem is'only tne-.first step.-":·:-"· 
toward. change.. 'There ·are hundreds' of youth. programs' ·in -, .<' 

,education:¥. employment#" training, -housing t ' 'hea1.th~' social 
s~rvide~, )3nd recreation~ "Should we decide· to pursue the ,bol~ ;.., .. 

~ ":" :reinvention plan, it would require a ·complete inve;ntory ~£ the " , ' . , . 
,",. " i~..' ~,;. categorical. programs serving youth 1n order tC) de.term1ne:· whi.ch ~_ '..: -'.. "...: ... ~"~;':~' J 

:~ J;:t.'>-~t·:~:} p...,mr"';'s" ....k..:..ulA b h ....:..-. ....oliA~t~d·, \,. 'FUrthermo-" '·'i·it"w·oulA be" t.:,', '/. ;"':;~~~' '~;(' ;-:V~ ..;h:,•
• '"~ "'-( \- .,' -."":">::J ...... .ouu u· ...". """,.. ~... ~,~....., " . ":-~#": ' u ". "',"4 ~.:- • .;.! ,h ' '," ~" ,'t", ',' ,~ 

/,,~;,. ;'!",,~r;"neCessary ';to ~make, some decisions concerning, participant ',.}: t-,:.....::\~':: ',:t:::-:'.,',: '~;':''';''l:'~'· 
"":'·"":"';:~11gib~litY.<. -, \. '. '.' ...,: ",.":~, .. ,. ,'., ",-.'~.~,~._-!-'- "_o.~: -, .l..y,~, 

'. ,.':: '.. 'There 'arE; also sevei~l a1. ternativas' to :,the: most sweep~ng, of: ," 
·the bold,options •. Theyare, 

'., ' .'. -
'.'.. , \ 
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, ........ , ,,'!, , ,.' ' ',,,, 
; , .~ j'" j, 

, ..,I', 
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.. '..,' be S' 
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" 

and 
,,'~',~'. ',,' , " " "'. = 6-19" . .,<" ;, ,:, ". ">. : . 

': 41,' ~";'" "': '~.,;' ' 
, -:;-' /,;;:;,. ;"" ,-i,;' ';:;1,), to 

" " 95 " of· the': ... 
0: 

an, 

~ .. ", 

...1, ~.~. :,' .' 

':. ,'f  ~~ , .. ',:, ..<;'! " :.",' ,..,,: '. >,":".', .. 
• , . . '.,' I. 
Start" with "sDecifiC 'oroorams' (e~q.v~ '~plovment training' '. ,.' 
programs) or simply 'fewer programs and aPPpoBch"th1s on ,"

"",,',an, "opt in" or "opt out" basis by_state"or as .'- '_,"" ':~:"-:.; ,. : , " . , , . :' \ 

.." demonstrations. . ". , ';'_ .... " , . 
, ;;., . " 

, , ',,' • " ' . ~ • , " • I. : ' 

t ,.',' In s\~ary, -w~ wal}t '~o ,relt;e,rate':the .t~,at ,th~a bold,': >. "4;.. ',' 
·'reinvention'option should·be included in-the',memo to the Oeputies~' : 

' .... , 
.. '~e:1ng p;,apared 'th;1s' week; ',Meanwhile,- we ·~ill.':begin ,work1:ng to:.~ .:,',. 'i , 

colleot,,'in£ormation'that~w-ill form the, basis, of a complete'",- ,c. 
, , ... inventoryofyouth'programs.' , .. -;- ,'" "'" 
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Summary Qf the Youth Development Block Grant 

The Youth Development Block Grant (YDBG) is a proposed $2 billion per year 
federal initiative 10 expand community-based youth development programs for six to 
19 year aids. 

KEY DEflNmo.-..S 

Kouth Pl.~,.IoDment Program; All YDBG program fund. would go to "youth development 
programs' - that is, non-academic programs that employ active and experiential learning 
methods to help youth age six to 19 develop social, moral, emotional, physical, and cognitive 
competencies. Examples of such programs include youth clubs, sports and recreation, 
menloring, leadership development, and community service. 

J1gtiolll1lel' The centIa! goal of the YDBG is to promote positive youth development. 
Rather than waiting until young people are in crisis, the YDBG would fund 
developmental programs Ilial belp children and youth develop the values and life skills 
they need to succeed. The YDBG reflects the beflef of leaders in the field of youth 
development, including the eamegie Council on Adolescent Development and the 

,CooteI for Youth Development and Policy Research, that youth programs should 
address the development of social, moral, emotional, physical, and cognitive 
'capacities. Likewise, the YDBG reflects the strong consensus among youth 
development experts that programs should not segregate so-called 'high-risk' youth, 
and should use participatory, experiential methods to engage youth in learning and 
help them acquire critical life skills. ' 

Community-based Yauth l)eveUmmenl Organiwtign; The YDBG gives a central role, both 
in planning and delivery of services, to "community-based youth development organizations," 
defined as tax-exempt 501(c}(3) youth-serving organizations with a major emphasis on 
providing youth development programs as defmed above. 

Ratihnale; Most existing youth development programs are provided not by d 

government agencies but by community-based organizations like the members of the 
National Collaboration for Youth. The YDBG builds on the strength, credibility, and 
expertise of these community-based organizations (CBOs) by giving them a leadership 
role in both the planning and delivery of YDBG-funded services, The YDBG 
distinguishes these youth development organizations from other youth-serving 
organizations that focus primarily on credentialling (e.g. education) or treatment, 



Toral Funding: S2 biilion in FY 1994, and "such S.Ur.1S as necessary" in subsf4~ent }fiscal 
Years. 

Rationale: There is a broad a,'Jd growing consensus among youth policy experts on 
;.he ]!'::'Jporrance of increased investment in positive youth development p:-ograms. For 
exarnpie. in major recent srudies. both the Chapin Hall Center for Children at the 
University of Chicago and the Carnegie (oane!} have concluded that if youth are to 
succeed:there must be a weil..ceveloped inirastnlcrure of youth development services 
in their communities, \\1iile community-based youth development organizations are 
providing critical services to millions of youth, millions more go unserved or 
underserved without a major infusion of federal funds into the youth development 
iield. 

The proposed S2 billion in annual funding re:lecls the conviction of the National 
Collaboration for Yout.~ and oL~er youth policy expertS that the fede.ral government 
must go beyond small demonstration programs and make a major investment in 
strengthening community-based youth development programs. By way of 
comparison, the proposed $2 billion in annual funding is comparable to federal 
funding for Headstar! ($2.8b) and markedly less than the Chapter 1 education 
program for disadvantag<:d children ($6.7b). 

Source of Funding; The National Collaboration for Youth (NCy) believes that even if there 
is no new funding available ior co. YDEG, the bill can and should be funded through 
reajJ~tion of existing federal resources, Indeee. )';:loer the Budget Enforcement ACt (SEA), 
such reallocation is the'only ["""ible means of financing the YDBG. 

Rationale.. Given America's growing social problems and L1e limhed resources 
available to the federal government to address those problems, it lS now more 
important than ever to shift federal resources from unproductive programs to new 
initiatives that promise a higher return on investment. The NCY believes that no 
?rogram offers a higher return than investment in the positive development of 
America's children and youth. a:1d t~ar there are r.1any far less productive federal 
programs which could be cut to provide resources for the YDBG . 

.4l1octUWn of Fundinf; 95 % of YDEG funds would be allocated to the county level and. 
administered by Local Youth Development Boards; 4 % would be allocated 10~ the states:"'and 
1% would remain at the federal ieveL 

RatWnale: The principal pU!1X'se of the ,YDBG is 10 make qUality youth ceve10pmenl 
programs available to as many children and youth as possible, Consistent \1.ith this 
objective. to the maximum extent possible, YDBG funds should go directly to the 
local Jevel to support the expansion of youth development' programs. 
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Allocation Formula.- Funds wou!d be Cls<.ribu:ed to c::nmties based 0>1 a formda that gives 
equal weight to the size of the youth population age six to 19 and the proportion of the youth 
population Hying below the poverty line. ' 

Rationale: The allocation formula baJa.')ces two objecliyes: the need 10 strengthen 
positive developmer.l programs in all communities, and the need :0 give prion:y in 
funding to youth in disacvantaged communities. 

LOCAL '\'OUTIJ DEVELOP."fE;-;T BOARD: 

LacalJJQaaJ Composition,' The chief elected officer of the county will riete:mine :.he size of 
the Soard ~~ betw~ nine and i 8 members. Two-thirds of the members will be 
representatives of community-based youth deveiopment organizations actively woddng in the 
community, The remaining third of the board will represent other key stakeholders, 
including government, business. schools, parents. and youth. 

The YDBG defmes a "national youth development organization" as an organization whose 
?urpose and activities are national in scopet a.'1d which, either directly or through its local 
affUiates, provides youth development programs in at least seven states. 

Rati.Qna1e:' Communities have t.."'aditionally relied on oommunity~based 


organizations - not government ~- to provide non-school-based youth programs. 

As a result; these community-based organixations have the experience. expertise. 

and credibility with the community to play the lead role in defining community youth 

development priorities, 


Selecdon of Local Board: The tW{H.hirds of the board representing community-based youth 
development organ.iz.a.tions wo~ld be selected annually by the organizations themselves; the 
remaining third of the board would be selected by the chIef elected officer of the county. 

Ratip!JB}" For the reasons outlined above. two key goals of L'le YDBG are to 
strengthen the role of community-based organizations in the development of a 
comprehensive community youth development plan and to encourage those: 
organizations 10 work together more closely and effectively to implement that plan. 
AS a key firSt step in accomplishing both goais, representatives of all co:nmunity~ 
based youth development organizations in the community would come together 
annually to select representatives to the Local Youth Development Board. The 
carefully balanced composition of the Board, as well as term limits on individual .? 

members, would prevent a.",)' organization or interest from dominating the Board's 
deliberations, and would thus ensure 1hat the YDBG remains responsive to the broad 
interestS of the commLnil),. 

3 




.. 

Responsibilities of Local Board: The Board would conduct a community needs assessment. 
define a set of youth development goaJs. establish a grant application process. coordinate the 
distribution. of funds to local providers. monitor and e\,aJuate funded programs. and submit a 
Youth Development Plan to the State Commission. 

Ratinnale: In most communities youth development efforls are both fragmented and 
under-funded, and no process exists through which key groups regularly come 
109 ether to develop a comprehensive youth development strategy. Without such a 
mechanism for coordination, existing "single-problem" federal programs (e.g., 
substanCe abuse. gang, and AIDS prevention programs) may even compound the 
fragmentation problem by working against development of a comprehensive youth 
development program_ 

Yout.~ policy expens like the Chapin Hall Center for Children agree that the primary 
imperus for effective integration of services must come from the local community. 
Loca1 communities -- not state or federal governments -- are in the best position to 
determine the needs oCtheir own youth and families, the most productive way of 
addressing those needs, the best means of leveraging additional local resources, the 
most effective way to coordinate existing program efforts, and the best way to 
increase the accessibility of community services. 

The YDBG promotes local initiative and combats fragmentation of services in two 
ways. First, it provides local communities with flexible youth funding that can be 
targeted to what the community views as its priorities, without the constraints of 
traditlonal categorical programs. Second, it mandates an inclusi\'e planning process, 
administered by the Local Youth De\,elopment Board. o . 

Adm'inistrarive Costs: A Board may use up to 5 % of the funds received for planning, 
administration, coordination. e\'aluation, and expenses of the Fiscal Agent. 

Rationole: To maximize funds available for program delivery, the YDBG establishes 
a stringent limit on administrative-expenses of local boards. 

LOCAL YOUTH DEVELOP!\1E.~T PROGRA."lS: 

Eligible Grantees: At least 85 % of ':l'DBG funds would be awarded to community-based 

youth development organizations; the remaining funds could be awarded 10 pannerships of 

)'outh-ser-:ing organizations and governmental entities conducting youth development .; 

programs. 




, , 

Rationale; The most eij~ti\'e means of meeting ;he yomh de"-elopmenl needs of 
America's chlldren and youth is to expand the existing ne~'J.ofk of comm'Jni1y-~ased 
"outh development programs ~- , not to create a !"'Jew sntem of government agencIes 
and progr-nms. Accordingly, at least &5% of YDBG program funds will go to 

community-based organizations. 

The YDBG does, however. recognize that ilnder certain circumstances communities 
may v,;ant to suppon the creation or expar.s10:1 of yo;;lh de\'e~ojJment programs by 
government agencies or community gro'Jps that do not qualify as youth development 
organizations. Accordingly, up to 15% of YDBG program funds may go to these 
groups. 

Proernm Reguz'rement$i All YDBG~funded programs must address community youth 
development priOrities as det1r.ed by the Local Board. recognize the role of the family in 
youth development, involve parents, youth. and community leaders in the program, 
coordinate services with other programs in the community. establish process and outcome 
objectives, be open to ail youth, meet the matching funds requirement, a.,d de\'o~ between 5 
and 10% of grant funds to staff tra:ning, 

RarilJrw!e; The YDBG attempts to balance the need for providing Jocal communities 
with broad flexibility to define Jocal youth development priorities and programs with 
the need to ensure that ;;ll funded programs incoT»Orate certain characteristics that 
resea.~h and experience have demonstrated are crucial to program effectiveness. The 
fo:egoing list of YDBG program requirements has been developed ·based on a review 
of the literarure and discussions ¥.1th experu in the rieid of youth development. 

;; 	 includL1g the Carnegie CounCil On Youth Development and the United \Vay of 

America. • 


.\fatchiJ1f Funds Reg.yiremem: A private nongovernmental rr.atch of 25 % in the fIrst year of 
funding, 50% in the second year, and 75% in the third year and subsequent years of funding
is required of all funded programs. In·kind contributions are restricted to no more than 
~%. 

Ratianale: JUSt as the Headswt program has stimulated a host of state and local1y
funded early childhood programs, a key goal of the YDBG is to use federal resources 
to leverage increased community investment in youth development. The matching 
funds requirement is the key to accom?l:shing this goaL 

The matChing funds requlremer.t wi1l also protect the YDBG from opponunists who 
might otherwise be tempted to create youth development organizations simply to 
receive YDBG funds. Only organizatiqns with solid community support will be able 
to meet the matching funds requirement: 
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Adminis(ran\'e Costs: Grantees may use up to 10% oi their funds for planning, 
administration, and coordination. E\'aJuatio:1 expenses shall be treated as program 
expenditures. and s,r.a.ll not exceed 57';;. of the funds received bv the :::rantee. . . -

Ratignale: Vv"hile it is important to provide organizations with enough fundi:1g :0 

properly administer their programs; it is imponam to set a strir.get.t Hmh on 
administrative costs in order LO rr:.axim:z.e fJnding for sel"ice delivery, 

[mining Cosa: Gra:1te.es must devote not less than 5% and not more lhaJl 10% of grant 
funds to pre-sen'ice and in-service trairung and educationaJ :nalerials and services for staff, 

Rationale: Leaders in. the youth development field agree that s~q development and 
training is vitally important a.id inadequately addressed in most youth development 
programs. To ensure the quality of adult leadership in youth develo;;me:nt programs, 
both me Carnegie Council a.,d the Center for Youth Development 2.tId Policy 
Research recommend that programs expand greatly the availability of appropriate 
iraining and other forms of staff development for all adults who work with young 
people. This trnimng shouid focus on helping staff develop the ability to act asa 
guide and facilitator. respect for youth, and the ability to empower youth to make 
good deci5i.ons and to encourage individual self-determination. 

SThTE YQum DEVELOp."fE.'{f COMM]SSIO)\'; 

Commissum Comuosition; The Governor would determine the size of the 'Composjtion ~~ 
between nine and ] 8 members, equally divisible by three ~- and would select its members. 
Like lJ,he Local Board, rwo~durds of Commlssio:1 members would be representatives of 
commun.ity~based youth development orgar.izations: the remaining third would represent 
government Lgencies and other community groups interested in youth development. 

Rt1!ionaIe: For the same reasons outlined above with respect to the co:vposition of 
Local Youth Development Boards. il is equ.aliy appropriate to S:,"e communiry-based 
youth development organizations a'leadership role in impiementing the YDBG at the 
state level. 

Resru:mribilitief. ofeommirEilln,' The Commission's primary responsibilities would be to 
dist.'ibute funding to Local Boards, based on a review of their Youth Development Plans, 
monitor and provide technical assistance to Local Boards, recommend to the Governor a· set 
of State Youth Development Objectives~ and' sabmit to the National Commission 2..; ann~al 
,e]>On. 

Rationale: Creation of the State Youth pevelopment Commissions would encourage 
states to make youth development a priority. a..'1d would es.tablish a st:uf-level 
resource to assist local communities in developing comprehensive youth development 
strategies., 
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:-1..\TIO;-';AL YOUTIi Ql;;VELOPNE:-IT CO:-l)DSSIQ;\; 

Commission Compaii'rion: The National Commission would h2\'C 21 members. The 
composition IS the same as for the Local Board. 

Rationale: For ~he same ;easor.S outlined above \l,:iih respect to the composition oi 
I..oc.a1 Youth De\'elopment Boards! it is equally appropriate w give corr:rr.unily·based 
youth development organizations a leade;ship roie in implementing the YDBG at tne 
national level, 

Responsibilities of Commission: The primary responsibilities of the Natio:1aJ Commis.sion 
would be to promulgale regulations, monitor and evaluate loc.:J. ?Tograms. coordinate effons 
with other federal agencies. establish an information clearinghouse. pro\'ide technical 
assistance 10 states and counties. and submit a."1 annual report to Congress. 

Rationale: To be in a position 10 strengthen state and local youth development 
:Jetv.'ork.'L develop appropriate regulations ru"'ld evalaation materials, 211d raise the level 
of awareness among r,ationalle.aders of the needs of youth j the COl7lmission mUSt be a 
::--ee~standing. sjngle~focused governmental entity. Such.a st.rJctu:e e:1su:--eS that the 
Comr:1isslon will have the expertise, prornine:1ce. and support to successfuUy focus 
the nation on youth. 

, 
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Youth Development Block Grant 

Sec, 1 Short Title 

This Act may be cited as the "Youth Development Block G=t Act of 1993:' 

Sec, 2 Fmdlngs. 

(a) In an increasingly complex and competitive world economy, America's "human 
capiW" is its most important resource. Yet too many of America's young people are 
reaching adulthood unprepared to be productive workers t effective parents~ or responsible 
citizens. America cannot remain strong unless the nation ends this tragic waste of human 
potentizl. 

(b) Over the past decade, public roncern related to young people has focused primarily 
on improving acadewic performance and rombatting youth problems like substance abuse and 
juvenile delinquency, The federal government has established ambitious "National Education 
Goals· and declared a "War on Drugs," and government investment on bot'! fronts has 
increased dramatically. 

(c) However, it is becoming increasingly clear that America will neither achieve the 
nation's education goals nor make significant progress on problems like substance abuse and 
delinquency unless the nation addresses the broader developmental needs of our children and 
youth., Young p"'ple who lack self-confidence, self-discipline, respect for others, and a 
sense of COn!1ection to their families and communities, are unlikely to be successful in 
school; and ftlI more likely to engage in high-risk behaviors, 

(d) Parents have primary responsibility for the physical, emotional, moral, social, and 

intellec:u21 development of their children .. However, tremendous social and demographic 

changes duting the last 30 years have had a significant effect on family life and youth 

development, creating the need for programs to strengthen the family unit and help parents 

meet their children'S social, mo:ral~ emotional, physical, and cognitive needs. 


(0) The nation expects \00 much of its ,ohool' if it asks them single·handedly to meet 

these broader youth development needs in addition to accomplishing their basic educational 

mission. Only a strong partnership among families, schools, local government, religious 'f 

institutions, community-based youth- and family· serving agencies, business, and labor can 

create a community e.'1vironment that truly supports the nation'5 children and youth in 

reaching L"1eir highest pot~,tia1, 
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(0 Konschool·based youth development programs, including youth clubs, sports and 
recreation'p:ograms, mentoring, Md leadership development and community servlce 
programs, make a major contribution to helping children and YOUL; de"elop the life ,kills and 
moral values that will prepare them for the challenges of adolescence a.'1d the independence 
and responsibilities of adulthood. 

(g) Participation in positive youth development programs can lead to a reduction in high~ 
risk behaviors, including school failure, teenage pregnancy, use of alcohol and drugs, and 
juvenile delinquency. However, yout.i from low-income, at-risk communities~ who would 
greatly benefn from such programs; are least likely to have access to them. 

(h) Community-based youth-serving organizations are an effective resource in developing 
and implementing community youth de\leloprnent strategies. both because of their 
responsivene$,s to local community values and concerns, and L.,e:r ability to mobilize 
community resources. For example t.'i)e 15 member organizations of the National 
Collaboration for Youth collectively serve over 25 million children and youth, and mobilize 
over 4 million volunteers to provide these services, 

(i) Notwithstanding these efforts, in most local communities youth development effons 
are so fragmented and under-funded that millions of youth go unserved, and no process e:tists 
through which key groups regularly rome together to develop a romprehensive youth 
development strategy. Wilbout a mechar.ism for coordination, narrowly fOCl!sed federal 
programs compound this problem. 

Gl ,;Increased Federal investment in Heads:art and olber early childhood development 
programs sig:lal an encob:agiog shift to\\'aJd a iong-term, hOlistic, investment-oriented 
strategy :n promoting 6e healthy development of America's young children. 

(k) It is Critic;ll that the federal government adopt this same comprehensive bvestment 
strategy in promoting the positive development of cider childre.'1 and youth~ and encourage 
a."1d empower communities to·develop and hr.plement a comprehensive youth development 
strategy. 

Sec. 3 Purposes 

It lS the pu.."'Pose of this Act to expand comrnunit\'~based youth development services) and to 
suppon communities in designi:'lg )'outh deve]op;ent strategies that: d 

(a) Give priority to prevention through youth development. 

(b) Suppon the primary role of the family in Positive youlb development. 

(c) Support community-based organizations in expanding youth- development 

opyortun ities. 
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(0) Promote :n·:reased community coordinatlon and collaboration in meeting the 
developmental neees of children 2.,."ld youth. 

Sec. 4 DeHnitions 

(a) Youth DeYeloprnent Program. 

(l) A yo.uth development program is a program that: 

(Al helps youth age 6 to 19 develop the following competencies that will enable 
them to de.] successfully with the challenges of adolescence and prepare them for the 
independence and respons~bilities of being parents 1 workers I and citizens: 

(il Social competencies, such as: work and family life skills, problem'solving, 
and communica:.ion skills. 

(il) Moral competencies, such as: establishing personal values and ethics, 
developing a sense of responsibility and citizenship (mcluding participation in civic life and 
community service) and respect for diversity, 

(ill) Emotional cornpe:encies, such as: developing a sense of personal identity, 
self-confidence, autonomy, and the ability to :esist negative pl!"J!:!' pressure. 

(iv) Physical competencies, such as: improving physical conditioning and 
endurance, and developing an appredation for 2..."'ld strategies to achieve lifelong physical 
health and liuless. • 

(v) Cognitive competencies, such as: expanding one's knowledge, reasoning 
ability, :u.,d <:reativity, and establishing a life-long commitment to learning and achievement. 

(B) conducts activities with a primarily non~academjc focus; and 

(C) employs p:imarily acnve ,",d expe:ienti21leaning me:hods, 

(2) The following group and one-to-one rnentoring activities are vehicles through 
which the social) mo:2l, emotional, physical, and cognitive competencies may be promoted: 
yO'Jth ebbs, !.'Ports and recreation, mento:ing, arts, values education! leadership -, 
development, crime and delinquency p;evention, community serviceJvol'J.nteerism, child care, 
career co"JnseHng. joh skills training, life skills training, health education including drug and 
alcohol prevention, parenting skills. camping, e11yitonmental education, ethnic/cultural 
efu1chment, tutoring, and academic enrichment. 
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(b) Community.based Youth Dey.£::lopment Organization. 

(1) A )'outh developmenl org2.nlz.ation is a youth-serving organization with a major 
emphasis on providing youth development programs as defined in subsection (a)(1). 

(2) For the purposes of this Act, a youth development organization win be 
coosidered "community-hased" if it is laX-exe:npt under section 501(0)(3) of the Internal 
Revenue Code and is not a governmental entity, 

(oj Community-based Youth-SeTTing Organization. 

(1) A youth-serving organizatio:l is an organization \\rith a primary focus on 
providing medical, educational, special education, psychological, vocational and training, 
rehabilitative, or housing services to youth. 

(2) For the purposes of this Act, a youth-serving organization will be considered 
"community-based" if it is l2X-exempt under section 501(c)(3) of the Internal Revenue Code 
and is a not a governmental entity. 

(d) Natlnlll!! Youth Development Organization. A national youth development 
organization is an organization whose purpose and activities are national in scope, and which, 
either directly or through its local affiliates, provides youth development programs in at least 
seven states. 

(e), State. The temn state means any of the severil States, the District of Columbia, the 
CommonwealL" of PuertO Rico, the Commonwealth of the Noltbem Mariana lsla.orls, and the 
Territories of American Sa:r.loa; Guam, and the Virgin Islands. 

Sec. 5 Allocation and Distribution of Funds 

(aJ A~thorized funding. Authoriz.ed funding for this Act shall be $2 billion for Fiscal 

Year 1994, and, in subsequent fiscal years, such sums as shall be necessa:y to c&'!)' out the 

purposes of the ACe 


(b) Allocation and distribution of funds to Local Youtb Development Boards. 
. ., 

(I) Total Local Allocation. In each fiscal year, 95 percent of the funds appropriated 
for the purposes of this Act shall be allocated for use by !.<>Cal Youth Development Boards 
for the p'JipOses deflned in section 6. 

" 
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(2) Allocation for each Local Youth D.,.eloplllent Board. Subject to the 
requireme"lS of paragraph (3), the Local Youth Development Board in each county shall 
receive an amount equal to the total Local Allocation. multiplied by a fraction. the numerator 
of which is the sum of the cour.ty's population of children and youth between the ages of 6 
and 19 plus the county's population of children and youth between the ages of 6 and 19 
living in families \\!llh incomes below the poverty level, and the de.'1ominator of which is the 
sum of the national population of children and youth between the ages of 6 and 19 plus the 
national population of children and youth between the ages of 6 and 19 living in families 
with incomes below the poverty, level. 

(3) Special rule for rlScal years in which the Act is funded at less tban $500 
million. In :my fiscal year in which the total funds appropriated for the purposes of this Act 
are less than S500 million, the alloc.ation of funds to Local Youth Development Boards shall 
be made under the provisions of this pangraph, rather than under pil1"il!:raph (2). In such 
years, the State rommission shall make grants on a competitive basis to Local Boards based 
on submission by Local Boards of Community Youth Development Plans meeting the 
requirements of section 6(i). No such gram shall be for an amount less than the amount the 
Local Board would reccive under the allocation formula established by parngraph (2) for • 
year in which total appropriation< under the Act equalled $500 million. All grants awarded 
under this paragraph shall be renewed for at least two subsequent years, unless a Local 
Board reeeiving such a grant sub<tantially fall< to implement its Community Youth 
Development Plan, or becausej as a result of a reduction in funding under this Act, the State 
Cornmi<sion j:; required to reduce the number of grants awarded under this paragraph. 

,(4) Distribution of Local Allocation • 
• 

(A) Initial distribution to State Youth Denlopment Conumissions. Upon 
submission by the State Youth Development Commission of. statement certif'ying that the 
State Commission is prepared to adr:Unister the funds in compliance with all the requirements 
of this Act, the :K'ational Comrrjssion shall di<tribule to the State Commission an amount 
eqWll to the sum of the allocations for each Local Youth Development Board in the state. 

(B) Distribution to Local Youtb Development Boards. 

(i) Distribution of planning funds. As soon as the Local Youth 
Development Board is establiShed, the Boa:d may apply to the State Youth Development .; 
Commission for ciist.rjbution of five percent of its Local Allocation to fund planning, 
administration, coordination, evaluation, and expenses of the Fiscal Agent. The Board's 
application must include: a lis.t of the members of the Board, including sufficient 
infonnation about lI'leir organizational affiliations ~o demonstrate compliance with L.ie 
membership requirerne.1ts of section 6(d); 
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(ii) Distribution of program funds. Upon submission by a Local Youth 
Development Board of a plan meeting the requirements 0; section 6(i), the State Youth 
Development Commission shall distribute 10 Lie Board the baJance .of its LocaJ Allocation I as 
defined in p=graph (2). 

(e) Allocation and distribution of funds to State Youth Derelopmeot Commissions. 

(1) Total State Allocation. In each fiscal year. four pe,,,,,nt of ",e funds 
appropriated for tJie purposes of this Act shall be allocated for use by the State Youth 
Developme.1t Commission for the purposes defined [.1 Section 7. . 

(2) Allocation and distrIbution of State Allocation. The Total State Allocation 
shall be distributed among the states in the same proportion as lbe Total Local Allocation 
(see section 5(b)(2)), These funds shall be distributed to each State Youth Development 
Comrr..ission concurrently vliL; the Cistrihution of the state's local alIoca~on as provided by 
paragraph (4)(A). 

(d) Allocation of funds to National Youth De"lopment Commlssion. In each fiscal 
year. one percent of lbe funds appropriated for the purposes of this Act shall be allocated to 
the National Youth Development Commission for the purposes defined in Section 8. 

" 
(e) SUite Reallotment. In any fiscal year in which a = does not receive funding 

under this Act. the National Commission shall make aV".ilable the allotment of lbat state to 
other stales 2.S the National Commission may determine appropriate. 

D 

(0 County Reallotment. In any fiscal year in which a county does not participate in 
programs under this Act, the National Commission shall mal"e available the allotment of that 
county 10 other counties in that state as the National Commission may determine appropriate. 

(g) Funds Must be Obligated "",thin Two Years of Receipt. Funds transferred to 
Local Yomh Development Boards and State You:h De\'eJoproeJlt Commissions must be 
oblig2.~ for exr...nditure within two years of receipt or returned to the e.'1tity from whlch the 
funds were received. 

Sec. 6 Local Youth Development Board 

(a) Establishment of Board. 

(1) In general. To he eligible to receive a grant under this Act, a countyl or 
comparable regio:laJ governmental entity. must establish, or designate an existing local entity 
that meets the requirements of this section, to serve as a Local You,th Development Board. 
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(2) Establishment of multi-county Board_ The Chief Elected Officers of two or 
more counties may agree to establish, or designate an existing entity that meets the 
requirements of this section, a multi-county Local Youth Development Board to administer 
the funds provided under this Act on a joint basis for their respective counties. If such a 
multi-county Board is established, all duties assigned by this section 10 the Chief Elected 
Officer of a county shall be discharged jointly by the Chief Elected Officer of each 
participating county. 

(b) Number ·of seats on tbe Board_ The Chief Elected Officer of the county shall 
determine the total number of seats on the Board. The total number of seats must be 
between nine and 18, and must be equally divisible by three. 

(e) Composition of Board. 

(1) Representatives of Youth Development Organizations. 

(A) In general. Two-thirds of the members shall be representatives of 
community-based youth development organizations as defuned by section 4(b). 

(B) Special rule for less populated counties. In the case of a county with a 
population of 100,000 or less, if the Chief Elected Officer of the county determines that, 
because of the absence of community-based youth development organizations, the county 
cannot establish a Board meeting the requirements of paragraph (1), representatives of 
community-based youth serving organizations may participate on the Board on the same basis 
as rewesentatives of community-based youth development organizations. 

• 


. (2) Other Community Representatives. One-third of the members shall be 

representatives of the community, such as: youth-serving organizations, local government, 

educational institutions, adult service organizations, business, labor, pri\'ate funding 

organizations, parents, or youth. 


(d) Selection of Board members. 

(1) Representath'es of youth development organizations. 

(A) In.itial members. The Chief Elected Officer of the county shall provide 
public notice to community-based youth development organizations providing services within 
the county to send a representative to an organizational meeting. At the organizational 
meeting, the representatives of the organizations shall elect individuals from among their 
number to fill the seats designated for these organizations.-. 
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(B) Successors. During the month prior to t..lJe expiration of the terms of Board 

members representing youth development organizations, the Chairperson shall convene an 

annual meeting for the purpose of electing new members of the Board. The Chairperson 

shall provide public notice to community-based youth development organizations pro\,jding 

services within the county to send a representative to the meeting. 


(q Special rule for less populated counties. In the case of a less populated 
county in which the Board is constituted under subsection (c)(2), all community-based youth 
serving organizations in the county shall be eligible to participate on the same basis as 

. community-based )'outh development organizations in the selection process established under 
subparagraphs (A) and (B). 

(2) Otber Community Representati<es. The Board members not representing youw; 
development organizations shall be appointed by toe Chief Elected Officer of the county. 

(3) Term of Office. Each Board member shall serve for a term of 2 years, except 
that the Chairperson shall designate half of the initial members of each of the three categories 

. 	of members to serve for a term of one year. Members may not serve more than three 
consecutive terms. 

(4) Vacancies. If a ",ember leaves the Board prior to the expiration of the member's 
term, the Chairperson shall appoint a new member to serve the rernainder of the term. Such 
appointment may not cause the Commission to fail to comply with the requirements of 
subsection (d). , 

(5) Age ofmemoers. At least two of the members of the Board appointed by the 
Chief Executive Officer of the county shall be under the age of 20 at the time of such 
appointment. 

(6) lIackground of Members. The membership must fairly represent urban and 
rural populations as well as reflect the ",cia!, ethnic, and gender oomposition of L~e county 
population. 

(e) Duties of Board. 

(1) Electlon of Chairperson. Tne members of the Board shall elect one of the 
members of the Board to serve as Ch.airperson. The Chairperson shall perform the c'Jties'( 
defined in subsection (g). 

(2) Appomtrnent of clScal Ageo!. The .Board shall appoint a Fiscal Agent to 

perform the duties defined in subsection (h). . 


(3) Determination of community youth development goals and obj~tives. 
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(A) Community youth development goals. Based on an assessment of conditions 
that support or hinder the healthy development of youth and families. and the availabilily of 
existing youth and family services, including the coordination of these services, the Board 

shall define a set of community youth development goals t and determine how the funds 

provided under this Act shall be allocated among these goals. The Board shall perform a 
needs assessment at least every three years. 

(B) Community youth development outcome objectives. With respect to each 

community youth' development goal. the Board shall establish one or more measurable 

community outcome objectives which ""'ill enable the Board to measure progress toward 
achieving the goal. These community outcome objectives shall be defined in terms of changes 
in competencies ·or changes in the incidence of positive or negative behaviors amount 
children and youL't L1 Lie community. 

(4) Administration of grant application process. The Board shall establish and 
administer a grant application process meeting the requirements of subsection (i), through 
which the Board shall award grants 10 eligible grantees to provide programs or services 

addressing the community youth development priorities established under paragraph (3). 


(5) Assistance to applicants and grantees. The Board shall provide assistance to 
applicants and grantees in the development and implementation of youth development 

. progrnms. 

(6) Suhmission of Community Youth Development Plan to State Youth 
Devel&pment Commission. Prior to t.':ie release of any funds under this Act, (except for 
those s;;>edfied in section 5(b)(3)(B)(i)), the Board shall prepare and submit to the State 
Youth'Development Commission an anr,ual Community Youth Development Plan meeting the 
requirements defined in subsection (1). 

(Al The State Youth Development CoUllll!ssion must review and approve this 
plan, as provided in section 7«)(1) before funds (except for those specified in section 
(5)(b)(3)(B}(m can be released to the Local Youth De"elopmenl Board; and 

(B) In the event that a State Youth Development Commjssion does not 
appro.e a Local Youth Development Board's Community Youth Development Plan, the 
Local Board may, pursuant to regulations to be established by the National Commission, 
appeal the denial to the National CommissJon. Tne Local Board must file its appeal .: 
within 60 days of receipt of the notice of denial from the State Commission, a."1d the National 
Commission ,hall render a decision on the appeal within 60 days of the filing of Ille appeal. 
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(7) l\{onitoriog and evaluation or funded programs and community priorities. 
The Board shall be responsible for regularly reviewing the reports provided by the Fiscal 
Agent on each grantee's use of grant fund" The Board shall also be responsible for 
establishing monitoring and evaluation procedures, consistent with such requirements as may 
be established by the National Commission, to assess grantees' progress in achieving 
program objectives and addressing community priorities. 

(8) Submission of annual report to State Youth Dc\'elopment Commission. 
Within 60 days following the end of the fiscal year, the Local Youth Development Board 
must submit to the State Youth Development Commission an annual rejX)rt on the programs 
funded during the prior year under this Act. The annual report must meet the requi!'ements 
defined in subsection (1). 

(I) Duties of Chairperson. The Chcirperson shall: 

(1) Convene and chair meetings of the Board. 

(2) Make appointments to fill vacant seats on the Board. 

(3) Ap;>oint individuals to such staff positions as the Board may deem necessary to 
assist it in fulfilling its duties. 

(g) Duties of FlSCat Agent. The Fiscal Agent shall receive, disburse~ and account for all 
funds received by the Board under this Act, and discharge such o:her duties as the National 
Commission may) by regulation. prescribe., . 

(h) Process for awarding grants. 

(1) Request for Proposals. The Board shall issue a request for pro;x>sals which sets 
forth L'1e community youth developm..,t priorities, as determined by the Board purs=t to 
subsection (f)(3}) and invites community~based youth development organizations and 
partnerships of youth~serving organizations and governmental entities conducti."'lg youth 
developmen~ programs to apply for funding for youth development programs that address one 
or more of the community youth development priorities. The request for proposals shall 
incbde the requirements for grant applications, as stated in paragraph (8). 

,.
(2) Eligible grantees. At least 85 percent of the grant funds awarded by to. Board 

shall be awarded to communit)'~based youth development organizations. The remaining grant 
funds may be 2.\\-arded to one or more partnerships of )'outh~serving organizations and 
governmental entities conducting youth development programs. .. 

(A) The Local Board must establish a procedure, pursuant to regulations to be 

established by the National Commission, for certifying organizations as community-based 

youth development organizations as def:.ned in Section 4(b). 
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(B) In the event that a Local Youth Development Board does not certify an 
organization to be a community-based youth development organization as defined in Section 
4(b), the organization may, pursuant to regulations to be established by the National 
Commission, appeal the denial to the National Commission, The organization must file its 
appeal within 60 days of receipt of the notice of denial from the J...oczl Youth 'Development 
Board, and the National Commission shall render a decision on the appeal within 60 days of 
the filing of the appeal, 

(3) Requirements for all funded programs, All p,ograrns funded under this Act 
must: 

(A) address one or more of the community youth development goals established 
by the Board; 

(B) incorporate components that promote the social, moral, emotional, physical, 
and cognitive competendes of youth; 

(C) recognize the primary role of the family in positive youth development and 
seek to strengthen the family unit; 

(D) promote the involvement of youth, parents, ","d other community members in 
the planning and implementation of the program; 

(E) coordinate services v,ith oti,er youth and family services ;n the community, 

and help participants access these services; 


• 

(F) establish measurable process and outcome objectives, as defined by paragraph 
(5). for evaluating program effectiveneSSj 

(G) be open to all youth regardless of race, sex, creed, social or economic 
background, ethnicity or disability, provided, however, that nothing in this Act shall preclude 
a program from targeting a population defined on the basis of one or more of these factors if 
such targeting is necessary to remedy the effects of past discrimination against or to combat 
the perpetuation of archaic stereotypes associated with the targeted population or from 
limiting pa,'ticipation in the program to members of the targeted population if necessary to 
enable them to achieve their full potential; 

(H) demonstrate how the grantee will meet tile matching funds requirement as 

defioed in pa:mgraph (7); and 


(1) devote not less than five percent and not more than 10 percent of grant funds 
to provide pre-service and in-service !reining and educational matevals and services for staff. 

(4) Additional criteria for evaluating grant proposals, The Board shall give 
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preference to grant applications that most fully satisfy the following additional characteristics 
of effective youth development programs: 

(A) exposes youth to a variety of adult role models and mentors; 

(B) encourages youth leadership and civic involvement; 

(e) seeks to establish a long-term relationship with participating youth; 

(D) employs strong outreach efforts to low-income youth and their families; 

(E) is based on effective program models; and 

(F) is age-appropriate. 

(5) Process and Outcome Objectives. The following criteria apply for the purposes 
of paragraph (3)(F). 

(A) Process Objectives. Process objectives are program objectives that relate to 
the manner in which the program is carried out. These objectives may be defined in tenns 
of variables such as: the degree to which the program is reaching its intended target 
population; the number, age, gender, and ethnicity of the youth involved; the degree to 
which the services delivered are consistent with the intended program model; and the cost of 
delivering program services. , 

(B) Outcome Objecti'\"es. Outcome objectives are program objectives that relate 
to the impact of the program on the panicipants or the community. These objectives may be 
defined in terms of such variables as: changes in the competencies of individual participants 
or changes in the incidence of positive or negative behaviors among program participants 
and/or among children and youth in the community as a whole. 

(6) Minimum funding period. All grants awarded by the Board shall be for one 

year and may be renewed. In detennining whether to renew funding, the Board shall give 

subs~tial weight to program performance as measured by the process and outcome 

objectives defined under subsection (1)(3). 


(7) !-.fatching funds requirement. Each program receiving grant funds must have 
private nongovernmental support equal to at least 25 percent of funding under this Act in the 
ftrst year of funding, at least 50 percent in the second year of funding, and at least 75 
percent in the third and subsequent years of funding. Nongovernmental support includes 
both financial and in-kind contributions, such as Contributions of facilities, equipment, 
personnel, and services from nongovernmental sources. Not more than 25 % of the private 
nongovernmental match shall be from in-kind contributions. . 
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(8) Grant applications. Each gran! application must provide the folIowing 
info:-mation: 

(A) A sUltement of the applicant's qualifications as a community·based youth 
development organization (as defined in Section 4 (a)(l», and, if so, sufficient information to 
substantiate this claim; 

(B) How the program will meet the requirements of paragraph (3); 

(q The extent to which the program satisfies the additional criteria established by 
paragraph (4); and 

(D) A proposed budget for the program, including the amount (up to 10% of the 
grant allotment) that will be used for pla.'1ning, administration. coordination, and evaluation 
expenses. 

(il Community Youth De"elopment Plan. To be eligible to receive funds under this Act 
(except for those specified in =non 5(b)(3)(B)(i». a Local Youth Development Board must 
submit to the State Youth Development Commission a Community Youth Development Plan 
setting forth the following information: 

(1) A list of the mem!>er, 'of the Board, including sufficient information about their 
organizational affiliations to demonstrate compliance with the membership requirements of 
subsection (c) (including, in the case of Boards constituted under subsection(c)(2), a 
stateme!'t by the Chief Elected Officer of Lie county setting forth the reasons why the county 
was unable to constitute the Board in accordance with the provisions of subsection (c}(l}); 

(2) The community youth development priorities establisoed by the Board, and a 
description of the needs assessment process through which the Board developed these 
priorities as def:tned in subsection (f)(3), 

(3) A statement that the Board has completed a grant application process that 
complies with the requirements of subsection (i); 

(4) A description of the youth development programs which the Board proposes to 
fund; 

(5) A statement that the funds received under this Act will be used to supplement, 
not supplant, existing government expenditures for youth services, v."ith sufficient supporting 
documentation to substantiate this statement; 

(6) The name and address of the Fiscal Agent selected by the Board; and 
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(7) A proposed budget for the Board, including the amount of funds to be used for 
planning; administration, coordination, cvaluation1 and expenses of the Fiscal Agent. 

m Annual reports from grantees. Each grantee receiving funding under this Act must 
submit to the Board ",ithin 45 days following the end of the Board's fiscal year, an annual 
report containing me following information: 

(1) A detailed financial statement shOwing the program's income and expenses for 
the year; 

(2)' The grzntee's most recent financial statement; 

(3) A description of me outreach efforts used to bring low-income youth and families 
into the program; 

(4) Tbe number ofprcgram partidP~its, specified by age, gender, economic 
background, race, ethnidty, a:ld disability; 

(5) An assessment of program effectiveness based on me process and outcome 
objectives established under subsection (i)(S); and 

, 
(6) A discussion of any problems,' delays, or adverse conditions Loat have affected or 

'Will affect the at"....ainment of program objectives. 

(kl Annual report to State Youth De"etopment Commission. Wlthin 60 days 

follo\,\ing the close of tl\e Board's fiscal year, the Board shall submit to !he State Youth 

Development Commission an annual report containing the follov.i.ng information: 


(1) A detailed accounting for all funds received under this Act during the prior year; 

(2) A detailed acrounting of the number of program participants in the county, 

specified by age, gender, economic background, race, et..1nicity, and disability; 


(3) A summary description of the programs and serl'ices funded under this Act; 

(-') All assessme.,lt of the extent to which funded programs did~ or did nor, meet the 
process and outcome objectives established under subsection (1)(5): and ,.. 

(5) An assessment of the extent to which funded programs did, or did not, have an 

impact on eommunity priorities eS<ablished under. seetion 6{f)(3); 


'. 

(6) A statement thafthe funds received under thls Act were used to supplement. not 
supplant, existing government expenditures for youth services, with sufficient supporting 
documentation to substantiate this statement; and 
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(7) Copies of the annual reports submitted by each of the grd'ltees receiving support 
under this Act. 

(J) Planning, ad.m.inistratioo, coordination, evaluation, and Fiscal Agent expenses. 
The Local Youth Development Board may use up to five perce"t of the fuods received under 
this Act for planning, administration, coorcination. evaJuation, a.'1d expenses of the Fiscal 
Agent. The grantees: may use up to 10% of the funds received under this Act for planning. 
administration, and coordination. Evaluation expenses incurred shall be treated as program 
expenditures rather than administrati\'e expenditures, but shall not exceed 5% of the funds 
received by the grantee under this ~ct. 

Sec. 7 State Youth Development Commission 

(a) Establishment of Commission. To be eligible to receive funding under this Act, a 
state must establish, or designate an existing entity to serve as, a State Youth Development 
Commission. 

(b) Relationsbip to Independent State Body established uoder the Young Americans 
Act. To provide improved coordination of public and priv'!e set\ices for youth and their 
families t the Commission shall; 

(I) Consult with the Indel>endent State Body established under the Young American, 
Act, P.L. 101-501, sec. 930, in the development of the State Youth Development Plan; 

• (2) Consult "ith the Independent State Body in developing and implementing 
strategies for improved- coordination between j)Tograms funded under the Act and other 
public and private services for youth and their families; and 

(3) Submit (0 the Independent State Body, concurrently with its submission W the 

National Commission, a copy of the an.,ual report required under pangraph (d)(6), 


(c) Size; composition) and appointment of Commission. 

'(1) Number of seats. The Governor shall determine the to:al number of seats on the· 
Commission, The total number of seats must be between rune and 18, and must be equally 
divisible by lhree. 

(2) Composition of Col1l.Il1ission. 

(A) Representatives of NatjQna.lly~afnliated Youth De,'elopment Organizations. 
One-third of the members .hall be representatives of community-based youth development 
orga:uzations that are affiliated with national youili development organizations, as defined in 
section 4(c), 
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(B) Represent.ativ(!'S of Non-afftliated Youth De'relopment Organizations. One~ 

third of wie members shall be representatives of community-based )'outh development 
organizations which are not affiliated with national youth development organizations. 

(C) Otber members. One-third of the members ,hall be appointed from among 
representatives of youth-serving organizations, state or local governments, educational 
institutions. business, labor, private funding organizations, parents, or youth. . 

(0) Age of members. At least two of the members appointed to the Commission 
shall be under the age of 20 at the time of their appointment. 

(E) Background of l\:fembers. The membership must fairly represent urban arId 
rural popuiations as well as reflect L'1e racial, ethnic, and gender composition of the state 
population. 

(F) Local Board Representation. At least two of the members appointed to the 
Commission shall be members of separate Local Youth Development Boa..~s from within the 
state at the time of their appointment. 

(3) Appointment by the Go.ernor. The members of the Commission ,hall be 
appointed by the Governor. 

(4) Tenn of office. Each Commission member shall serve for a term of two years, 
except that the Governor ,hall designate at least half of the initial members of each of the 
three categories of members to serve for a term of one year. Members may be reappointed, 
but may not serve more than three consecutive terms . 

• 
. . 
(5) Vacancies. If a member leaves the Commission prior 10 Ll}e expiration of the 

member's term, the Governor shall appoint a successor to serve the remainder of the term. 
Such appointment may not cause the Commission to fall to comply with the requirements of 
subsec:ion b(2). 

(6) Chairperson and Vice Chairperson. The members of the ComrrSssion shall 

annually elect a Chairperson and Vice Chairperson from among the membership. 


. 
" 
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(d) Powers and duties of Corrunission. 

(l) Re'fiew of Community Youth Duelopment Plans. Pursuant to regulations 
promulgated by the National Commission. within 30 days of the submission by a Local 
Youth Development Board of the Community Youth Development Plan requlred by section 
60). the Commission must either approve the plan and disbt;rse to the Board its allocation of 
funds or notify the Board of the additional steps which must be l2ken to bring its plan into 
cornplia.!1ce with this Act. The Commission shall ensure that the composition of the Local 
Board is representative of the diversity of the youth development organizations present in the 
county (including those affiliated and not affiliated with national youth development 
organizations). " 

(2) MOnitoring operations of Local Youth Development Boards. The Commission 
,hall have primary responsibility for ensuring that the Local Youth Development Boards 
·operate in compliance with the requirements of this Act. The Commission shall review the 
annual repons submitted by Local Youth Development Boards, and shall take such orner 
steps to ensure compliance with this Act as the National Commission may, by regulations, 
prescribe. 

(3) Coordination with Independent State Body Established Under the Young 

Americans Act. In addition to the annual report required under subsection (b)(3). the 

Commission ,hall pro\ide information obtained from the annual reports submitted by the 

Local Youth Development Boards to the Independent State Body, including. detailed 

accounting of the number of participants in programs funded under this Act, specified by 

age, gender, economic background, race, etlinicity, and disability. 
, 

• 
. (4) Technical assistance to Local Youth Development Boards. The Commission 


,hall pro\ide technical assistance to Local YUUL'> Development Boards, gr,mtees, and 

appDcants for development and implementation of Community Youth Development Plans. 


(5) State Youth Development Gil.Is, Objectives and Plan. 

(A) State youth de\'elopment goals. Based on a review of community youth 

development goals, L1e Commis.sion shall recommend to the Governor a set of State Youth 

Development goals, 


(B) State !'outh development objectives. With respect to each state youth 
development g081 the Board shall establish one or mo:e measurable state Outcome objettives 
whkh will enable the Commission to measure progress toward ac.l)jeving the goal. These 
state O'Jlcome objectives shall be defined in terms of changes in competencies or changes in 
t:.ie incidence of positive or negative beh2.vlors_ among children and youth in L;e state. 
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(Cl Stale youth d..'elopment plao. Based on a review of community youth 
development plans, and an indeperdent assessment of the effect of state and local policies 
and programs on youth development, the Commis.sion sball :ecommend to the Governor a 
state youth rlevelopment plan designed 10 achieve the state's youth development goals and 
objectives. 

(6) Annual Report to National Commission. Within 90 days following the close of 
the State Youth Development Commission's fiscal year, the State Commission shall submit to 
the National Commission an annual repo..t1 containing the follov.ing information: 

(A) A detailed accounting for all funds received under this Act during the prior 
fiseal year; 

(B) A summary description of the local programs and services funded under this 
Act, including information on the nurr.ber of program partlcipants, specifled by age, gender, 
economic background, race, ethnicity. <3.."ld disability; 

(C) A description of the technical assistance services provided by the State; 

(D) A summary of the extent 10 whieb the Local Boards did, or did not, have an 
impact on the commuruly priorities established pursuant to seetion 6(f)(3); 

(E) A statement that the funds received under this Act were used to supplement, 
not supplant, gove."nment expenditures for youth services, with sufficient supporting 
documentation to substantiate this statement; and 

o 
, (F) Copies of the State Youth Development Objectives and Plan established 

pursuant 10 subsection (c)(4). 

(7) Commission staff. The Chairperson shall appoint individuals from the Slllte 

government to fill such staff positions zs the Commission may deem necessary to assist it in 

fulfilling its duties. 


Sec. 8 National Y(I'Uth Development Commission. 

(a) Establishment of National YCHIlli De'\'elopment CommissioD~ There is established a 
National Youth Development Commisslon that shall administer all progre.ms funded under 

thi. Act. ., 


(b) Relationship to Federal Council on Children, Youth, and Families established 

UDder the Young Americans Act~ To provide improved coordination of public and p:ivate 

services for youth and L'leir families. the Commission shall: 
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(I) Consult with the Federal Council on Children, Yout", and Fa",ilies established 
under the Young Americans Act, P.L. 101-501, sec. 918, in developing and implementing 
strategies for improved coordination between programs funded under the Act and other 
public and private services for youth and their families; and 

(2) Submit to the Federal Council, concurrently with its submission to the National 
President and the Congress, a copy of the ",cnual report r"'luired under paragraph (d)(lO). 

(c.) Size, composition, and appoin~ment of Commission. 

(1) Number of seats. The Commission shall have 21 members. 

(2) Composition of Commission. 

(A) Representativ.. of Nationally-affiliated Youth Development Organizations. 
One-third of the members shall be representatives of National Youth Development 
Organizations, as deflned in section 4(0), or their affiliates. 

(B) Representatives of Non-affiliated Youth Development Orga,nizations. One
third of the members shall be representatives of community-based youth development 
organizations which are not affiliated with national youth development organizations. 

(C) Other members. One-third of the members shall be appointed from a.'l1ong 
representatives of )louth-serving organiza:tions~ state or local governments, educational 
institutions, religious organizations, business. labor) private funding organizations. parents1 

or youth. 
• 

(D) Ex-officio members. The Secrel2.ry of Health and Human Services, 

Secretary of Education, Secretary of Labor t Secretary of Housing and Urba.1 Development, 

Secretary of Agriculture, and the Attorney General) or t.l)eu deSignates, shall 5en'e as ex

officio members of the Commission. 


(E) Age of members. At least One of the mem~5 appointed to the Commission 
shall be under the age of 20 at the time of such appoin:r..ent. 

(F) Background of :!\fembers. The membersrup must fairly represent urban and 
rura] populations as well as reflect the racial, ethnic, and gender composition of the natioo's 
population. . ' " 
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(3) Appointment of Comrnissiou~ The members of the Commission shall be 
apJXlinted by the President, with the advice and consent of the Semrle. Se\'en members shall 
be. appointed from among individuals nominated by the Speaker of the House, and seven 
members shall be appointed from among individuals nominated by "~e Majority Leader of the 
Sena-:.e. The President shall make the appointments widlin 90 days of the enactmer.t of this 
Act. 

(4) Term of Office. Members of the Commission shall se[\'e for a term of three 
years, except that the Chairperson shall designate at least half of the initial members of each 
of L;e three categories of members to sei\'e for a term of two years. Members may be 
reappointed, but may ;)ot serve more than m'o consecutive terms. 

(5) Vacancies. If a member leaves the,Commission prior to the expiration of the 
member's term, the President shall, \I,'1th the advice and consent of the Senate, appoint a 
successor to serve the remainder of the term. Such apj>Omtment may not cause t.~e 
Commission to fail 10 comply with the requirements of subsectio" (b)(2), 

(6) Chairperson and Vice Chairperson. The Commission shall eJect a Chairperson 
and Vice Chairperson from among its membership. 

(7) Staff. The Commission shall have an Executive Director and Assistanl Director 
who shall be employees of the Commission, selected by the Commission and serving at its 
pleasure. In addition, the Commission shall have the authority to enter into agreements with 
other Executive Bra.")ch agencies under which employees of such agencies are assigned to 
se.-ve as sta.ff to the Commission. , 

(d) Powers and duties of Commission. 

(1) National Youth Development Goals, Objecthos and Plan. 

(Ai !\ational youth development goals. Based On a review of community youth 
development goals. the Commission shall recommend to the President and the Congress a set 
of National Youth Development goals. 

(B) National :routh development objectives. With respect to each national )'out.:"l 
cevelopment goal, the Commission shall estabEsh One or more measurable :1ational outcome 
objectives which \\ill enable the Commission to measure progress toward achieving the . 
goals, These national o~tcorne objectives shall be defined in terms of changes in .. 
competencies or changes in the incidence of positive or negative behaviors among the 
nation's children and youth. 
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(C) National youth development plan. Based on a review of state youth 
development plans. and an indepe.ndent assessment of the effect of national. st2te. and local 
policies and programs on youth development. the Commission shall recommend to the 
President and the Congress a national youth development plan desjg~ed to achieve the 
national youth development goals and ohjectives. 

(2) Regulations. The Commission shall promulgate all regulations necessary for the 
administration of this Act, including interim regulations governing the first fiscal year of 
operation under iliis Act, which shall be issued wiiliin 120 days of appointment of the 
Commissio:l. 

(3) Monitoring and .,.Iuation. The Commission shall establish a system for 
monitoring and evaluating the effectiveness of programs funded under this Act. As part of 
this system, the Commission shall review the annual reportS submitted by State Youth 
Development Commissions to ensure compliance with the requirements of this Act. 

(4) Appeals from Loeal Youth D.,elopment Boaeda. The Commission shall rule 
on appeals filed by Loca1 Youth Development Boards pUrSuant to section 6(f)(6)(B). 

(5) Appeals from community-based organizations. The Commission shall rule on 
appeals filed by community-based organizations pursuant to section 6(i)(2)(A). 

(6) Coordination. The Commission shall consult with appropriate federal agencies 
to ensure effective coordination of programs funded under this Act with other federal 
programs serving youth and families. 

(7) Clearinghouse. The Commission shall operate, directly or through contract with 
another organization, an infonnation clearinghouse on youth development issues. including 
program information. sources of funding. 2Ild methods of evaluation. 

(8) Training and technical assistance~ The Commission shall provide, directly or 
through contract with one or more nonprofit orga.rllzations that have experience in youth 
development programs; training and ted:nical assistance to State Youth Development 
Commissions and Local Youth Development Boards. 

(9) Certification of NatioDaJ Youth Deveiopment Organizations. The Commission 
shall establish a process for certifying that an organization qualifies as a National Youth" 
Development Organiution l as defined by :.ection 4(c) , and shall annually publish a list of 
such organizations, 

(10) Annu.l report. Within 120 days foUowing the close of the :;scal year, the 
Commission shall submit to the President and the Congress a report describing the programs 
and services funded under this Act. and an assessment of the eff~ti\'eness of these programs. 
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ESTIMATED YOUTH DEVELOPMENT BLOCK GRANT STATE ALLOCATIONS 
(Baaed on $2 Billion Appropriation Level) 

Alabama 36.0M Missouri 4L5M 
Alaska 4.9M Montana 7.3M 
Arizona 3L2M Nebraska 13.l.M 
Arkansas 210 3M Nevada 8.6M 
Californ:i.a 
Colorado 
Connecticut 

237.1M 
26.1M 
2L6M 

New Hampshire 
New Jersey 
New Mexico 

7.8M 
53.0M 
15.3M 

Delaware ':.8M New York 133.9M 
District of Columbia 3.7M North Carolina 50.3M 
Florida 89.5M North Dakota 5.6M 
Georgia 
Hawaii 

55.3M 
8.2M 

Ohio 
oklahoma 

88 .. 4M 
27.6M 

Idaho 9.8M Oregon 22.4M 
Illinois 
Indiana 

9l.SM 
45.0M 

pennsylvania 
Rhode Island 

86.':M 
6.7M 

Iowa 22.4M South Carolina 30.0M 
Kansas 20.2M south Dakota 6.4M 
Kentucky 
Louisiana 

32.7M 
43.8M 

Tennessee 
Texas 

39.SM 
160.4M 

Maine 9.5M Utah 19.2M 
Maryland 
Massachusetts 
Michigan 

33.6M 
39.9M 
n.4M 

vermont 
virginia 
Washington 

4.3M 
4S.1M 
3S.2M 

Minnesota 
Mississippi 

34.9M 
27.6M 

west Virginia 
wisconsin 

lS.8M 
39.7M 

Wyoming 4.3M 

~rl,!99J 
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INTRODUCTION 

This paper outlines an approach for the federal government to better allocate its 
resources in three areas: community empowerment, education and training, and 
infrastructure. It is designed to help fulfill President Clinton's promise to make government 
work for ordinary Americans. 

The federal approach each area suffers from similar problems. In each, the 
government funds or administers hundreds of programs, many of which simply do not work 
very well. Rather than mobilize the resources of states and communities, dUs hodge-podge 
of programs serves only to frustrate them. Rather than help people, these programs present 
obstacles to people who seek to help themselves. 

The result? Urban development does little to erase urban blight; schools do not 
provide the education that parents seek for their children; job training programs prepare only 
some workers for jobs; and infrastructnre programs do not adequately address the problems 
of congestion on our nation's roads. Such shortcomings, of course, serve to exacerbate the 
profound cynicism that taxpayers now express about their government in general and today's 
leaders in particular. 

Moreover, the fiscal outlook necessitates that we find a new approach. Demands for 
resources far exceed what's available. The 1993 budget agreement imposes tight limits on 
discretionary spending, while its pay-as-you-go requirements severely restrict proposals to cut 
taxes or expand entitlements. Political imperatives also require that the Administration keep 
the lid on spending. Voters are increasingly skeptical about government'. ability to wisely 
use tax dollars. 

The solution 

We need to rethink our traditional approach towards our multitude of programs. We 
must approach our problems more creatively, relying more on partnerships with states and 
localities, businesses, non-profit organizations, and other entities. We must leverage 
resources, rather than simply allocate taxpayer dollars. And we must insure that voters 
understand the connection between how we spend their money and what they are getting for 
it. 

We should formulate a new approach .. that is, a framework .. around a few 
important themes: 
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1. Federal consolidation: Our hundreds of federal programs force slate and local 
governments and other providers to waste their time and energy fining out forms, 
learning differences in eligibility criteria, and dealing with other red Iape. They also 
confuse beneficiaries, who must traipse from office to office, some far apart from one 
another, to take advanlage of the funds and services that government is providing. 

We should consolidate our programs into few, larger funding streams, thus 
reducing red tape and providing better service for customers. For example, the 
AdministIatinn already has propnsed, as part of the Reemployment Act, consolidating 
six programs for dislocated workers. We could go much further and consolidate 
major federal employment and traming programs into a single grant to each slate 
(with an incentive structure that rewards performance). 

2. State/local and personal f1exIbUlty: We must devolve decision-making to the 
state, local, community, and individual levels, putting it in the hands of leaders and 
citizens who are most attuned to local conditions and who can make their own 
choices. 

Ou the slate and local level, the Administration should continue its efforts to 
provide broad waiver authority .. allowing lower levels of government to use 
resources with fewer slrings attached -- and also more aggressively use the waiver 
authority it now has, such as under ESEA aad Scl!ool-IU-Work. Federal regulations 
should clarify program objectives aad outcomes, not interfere with the programs 
themselves. 

By developing a federal souroebook on all relevant federal programs, we also 
could help states and localities better lap those resources as part of their community 
revitalization efforts. 

Ou the pnrsonalleve1, we might try a "GI bill "-style approach to job training, 
giving individuals vouchers to enrol! in approved programs. We also might think 
about a low-rost ·urban brownfields· initiative that would ease enforcement against 
new propnrty owners who did not conlribute to contamination. 

3. Leveraging: In education, Slate and local governments playa far larger role than 
the federal government. In job training, it's the private sector which takes the lead. 
In these cases and others, the federal government should work with these other 
players not SO much to provide funds as to leverage other funds. 

In infrastructure, we could capitalize Slate Infrastructure Banks (SIBs) and 
require that they finance projects worth, say, four times what the federal government 
has invested. 

2 



In community empowerment, we could continue efforts to tap the private 
sector, such as with new tax incentives designed to bring commercial development 
and jobs to troubled neighborhoods. Also, we could c ..... te a public/private entity to 
launch a high-profile campaign for youth development. In thinking about 
communities, we should try not just to tap local resources but also those of the large 
metropolitan region, which has a stake in inner~city areas. 

4. AccouotablUty: After years of broken promises, the public is demanding that we 
stop wasting tax dollars for programs that deliver very little. As enunciated by the 
National Perfonnance Review and enacted in the Government Performance and 
Results Act, we must put a high premium on results -- thal is, that programs actually 
produce the kinds of outeomes that we desire (better educated children, fewer teen 
births, less crime). No longer can we distribute money for a program and ignore the 
question of whether it is working. 

In pursuing this approach, we would make future funding contingent upon the 
achievement of actual gnals. That is, no program that had fallen short of tangible, 
measurable agreed-upon outcomes would receive all, or perhaps any, of the funds 
once allocated. 

The three short sections that follow each apply this framework and its four elements 
to one of the three initiatives under discussion: community empowerment, education and 
training ~ and infrastructure. 
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COMMUNITY EMFOWERMENT 


In this section, we apply the framework to the proposed redesign of federal efforts to 
address the growing concentrations of poverty and their increased isolation from surrounding 
metropolitan areas. 

Building on our success in developing Empowerment Zones and Enterprise 
Communities, we would now begin to pull together the disparate. fragmented, overlapping 
array of 'urban' programs that several agencies administer. We would consolidate and 
coordinate those existing programs f give communities and individuals more flexibility. to use 
federal resources, leverage those resources to help increase public and private efforts. and 
seek greater accountability for the results achieved. 

Thus, we would encourage communities to develop their own comprehensive 
strategies to address these pressing needs. We would not rely on one 'magic bullet' 
intervention; we have learned all too well that reviving distressed urban neighborhoods is 
more complicated than that. And we have learned not to impose one 'top-down' federal 
model. Rather, we seek to empower communities and individuals in a results-oriented 
atmosphere. 

With regard to existing programs, we would: 

I. Coordinate Crime Bill prevention programs with existing resources or the proposed 
teen pregnancy prevention initiative, using the resulting funds to challenge 
communities to design their own stnltegies for youth development; 

2. Strongly encourage communities to make use of the waiver authorities granted in 
recently-passed education and tralning legislation. such as School-to-Work and the 
ESEA reauthorization; . 

3. As part of a 'brownfields· initiative, coordinate federal efforts (e.g., those of 
Justice, EPA) to eliminate harriers to development by using "comfort letters· and 
other tools; and 

4. In a more ambitious option, propose several statutory consolidations and even 
broader flexibility -- all within a framework of goal-setting and results-oriented 
accountability. 

We would change our criteria for distributing discretionary grants, applying our 
themes of consolidation, flexibility. leverage, and accountability. We would. thus, choose 
recipients from communities that best: 
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• 'Reinvent" by coordinating programs strategically; 
* Involve the private sector; 
* Demonstrate community involvement in planning and implementation; 
• Challenge youth to 'play by the rules;' and 
• Include metropolitan linkages, both intergovernmental and public-private. 

These options would require little, if any, net additional resources. Instead, they rely 
on applying our framework to the Administration's priorities of youth development, public 
safety, and jobs. 

We could, of course, add new resources to give communities stronger incentives to 
address their own needs. Additional resources, for instance, would help communities 
leverage funds from the business and non-profit sectors. We bave at least three options for 
applying those resources: 

I. InfrastMlcture Bank: With a network of State Infrastructure Banks, we could 
give states the option of creating a special 'Metrobank Window,' with a deeper 
subsidy for qualifying projects in participating jurisdictions. We might judge projects 
based on such criteria as the potential for job creation, brownfield. rodeve!opment, 
and a nexus to a regional economic development strategy. (For more on the 
Infrastructure Bank proposal, please see the last section of this paper •• 
INFRASTRUCTURE.) 

2. Jobs Credit: We could propose changes to the Targeted Jobs Tax Credit or a new 
capped tax credit similar to the Low Income Housing Tax Credit. We would allocate 
a new credit in proportion to the needy population in participeting jurisdictions. 
These jurisdictions, in turn, would serve as intermediaries to broker employment and 
training opportunities with private employers. We could design the credit broadly or 
narrowly. Broadly, we could give states and local governments great discretion to 
establish their own criteria for credit recipients. Narrowty, we could impose training 
requirements or even target the credit to specifiealiy increase hiring through such 
programs as School·to-Work and Youth Fair Chance. 

3. Development Credit/Subsidy: We could provide a capped tax credit for 
qualifying business development activity that's not limited to employment. Some 
argue, for instance, that tax subsidies for capital and site preparation are more 
important than wage subsidies in promoting development. Alternatively, we eculd 
propose a capped increase in the use of private-purpose tax exempt bonds for 
qualifying development activities. (Private·purpose bonds also are a possible tool for 
State Infrastructure Banks; here, though, we could use them more broadly and 
without the Bank as an intermediary.) 
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EDUCATION AND TRAINING 

The Administration's "ErR" initiative to reinvent employment and training progrnrns 
could include any of three broad options. To varying degrees, each option employs the four 
themes of our framework. 

The main federal programs that we address in these options are: 

• Job Training and Partnership Act (JTPA) 
• Employment Service 
• Perldns Vocational Education (postsecondary portion) 
• Adult Education 
• Pell Grants (vocational portion) 
• Student IAans (vocational portion) 
• AFDC/JOBS 

Option I: Voucher..:entered system 

Under this option, we would replace most traditional grants to states and other 
intermediaries with payments to individuals who. with better information, could make their 
own choices about services and training. We would oontinue to subsidize most heavily 
education and training for the disadvantaged. A centrai adminislrative body would perform 
eligibility screening and provide infonnation on training providers and labor markets. 

A voucher-centered system would maximize individual flexibility by eliminating some 
federal programs and much of the bureaucracy associated with them. Were the system 
properly designed, the market would provide the r"luisite accountability. That is, well
informed individuais could choose among the providers of education and training services 
with the best track records. 

Option 2: State Flexibility 

Under this option, we would convert the m'\ior federal programs into a single grant to 
each state which, in turn, then could decide how best to provide services and benefit.. In 
return for maximizing state flexibility, we would f"Iuire that states meet performance 
standards and continue serving disadvantaged populations. We also would build an incentive 
structure that rewards those that do best. Finally, we would aggressively use the new waiver 
and joint funding authorities enacted in recent education and training legislation, such a. 
ScbooHo-Work and ESEA. 

This option takes advantage of states' abilities to react quickly to the modem 
economy's shifting labor demands. States will be able to better coordinate training programs 
with their economic development efforts, to the benefit of both. 
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Option 3: Reemployment Act (10 

This option, which the Labor Department i. still developing, would build on the 
Administration's employment and training reform legislation that it sent to Congress, !he 
REA. . 

To streamline access to DOL (and perhaps other) training programs, this proposal 
likely will seek to consolidate some dislocated worker programs at Labor and authorize One
stop career centers for employment services. It also will probably include an entitlement for 
dislocated worker income support, Generally speaking, the proposal will only affect DOL 
programs. 

Thus, REA II probably will offer a more modest consolidation of programs and, 
through the One-stops, some state and local flexibility . 

We are discussing other proposal. to better leverage private resources in job training 
- but separately from !he Ihree main options listed above. Nevertheless, we can pursue them 
in tandem wi!h !hose options. These proposals include: 

• Greater tecbnieal assistance; 
• Recognition (through awards) of firms with best practices; 
• Loans or loan guarantees to cover training costs; and 
• Business participation in program decisions (as ITPA and School-la-Work allow). 
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INFRASTRUCTURE 


All agencies agree thai we could restructure feden!! infrastructure programs to provide 
better incentives for states and localities to invest more efficiently in infrastructure. In its 
FY 1996 budget process, the Administration will consider bow to design a distinctive, 
"Clintonian" approach to infrastructure and whether the budget should include new resources 
to fund it. 

One option is to capitalize 'State Infrastructure Banks' (Sms), througb which we 
could apply our framework and its four themes. 

Consolidation 

In creating sms, we would supplement existing rederal infrastructure funds with one 
tool that would serve as a more flexible version of Clean Water Slate Revolving Funds. We 
would allow them to: 

• Make below-market loans for local public infrastructure investment; 
• Provide loan guarantees Or other credit enhancements for local public infrastructure 
debt; 
• Use the federal grants as a reserve against which the SIB would borrow added 
funds; 
• Make subordinate loans in local private projects; 
• Provide development risk insurance for private projects; and 
• Accept funds from state entities; 

State and Local Flexibility 

sms would give slates greater flexibility to use rederal funds. The SIBs, themselves, 
would have more discretion over the type of infrastructure to be built, and the subsidy 
required to build it. Thus, compared to current programs, SIBs could better tailor solution, 
to fit local problems. 

In the nouon of a "federal priorities window," we could use SIBs to support other 
purposes: 

• Community Empowennent. We could require SIBs to allocate a specified share 
of subsidies to projoc!S in designated urban areas. Similarly. we could enable SIB, to 
make below-market loans to private entities that need to clean up "brownfields.· 
• Congestion. We could require sm, to use a portion of subsidies for qualifying 
congestion relief projects. 
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Leveraging 

sms would leverage federal funds far more than our current programs do. We could 
require that sms finance, from public and private sources, infrastructure projects worth four 
times the initial federal grants. In most current infrastructure programs, each dollar in 
federal spending generates only an additional $0.25 in infrastructure investment. 

By providing shallow subsidies, the sms would offer incentives to fund only the most 
productive investments. Currently, federal programs cover an average of 80 percent of 
project costs. By contrast, sm loans and credit enhancements would provide subsidies that, 
on average, were economically equivalent to about 25 percent of project costs. Because the 
SIBs would tailor each loan or other subsidy to fit local conditions, subsidies could range 
between zero and 50 percent of project costs. 

In addition, sms would increase private investment in infrastructure. Currently, the 
public sector undertakes the vast majority of infrastructure investment. We would allow 
sms to join with private firms that wished to invest. The greater private investment would, 
in tum, lead to competition between public and private providers; greater competition would, 
then, generate a more rapid adaptation to changes in demand and technology, and would free 
public resources for other infrastructure projects. 

4. AccountabiUty 

SIBs would reduce the need for taxpayers to fund infrastructure investments. 
Currently, financing for much infrastructure comes from taxpayers in general, rather than 
those who use the infrastructure. The SIBs' shallow subsidy, along with the explicit 
requirement that beneficiaries pay, would work to channel SIB subsidies to self-supporting 
projects. 
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MEMORANDUM FOR, 'BILL,GAlSTON' " , .~ 


"," ,,1_BRUCE REED, . " , 
' .. 

GENE SPERUNG 
, " 

, FROM: 	 Paul Dimond ' 

Paul Weinstein 


, ' 

,SUBIECf: 	 Recommendations of the Urban Economic 

Development Subgroup 


CC: 	 Sheryll Cashin 

Chris Edley 

Kumiki Gibson , , 


: : 
Belle SawhIll 

. -,.'. . ' .; .:.., "', 

, 'Over lhe pasl three weeks, lhe Utban Economic Development Subgroop ,..,,'comprised 
of Commere., EPA, HUD,OEP, OMB, TransportatiOn, Treasury, and SBA --, blis met to ":' " 
discuss. variety of propos3Js, ,The. Subgroup focused On three areas durlDgits'revieW of ' 
policy·init~atives: tax incentives, investments~ and.reinventing government Our main goal ' . 
has been tQ determine"what can be done to engage --' eVeD unleash -- the private "sector to 
better connect'inner ami central cities to the mam streams of future,economic growth .• All the ',' , 
proposals were, therefore; evaluated agains~ the following criteria: .. <': .,,: .' :.,,:. :, '.~ " . ; ,_I, 

. -	 . . ... ",":' 

• 	
. "'~' ~. 

Promote sustained economic development1 .".: 	 . '. '_ "', " ',. "" . 
", .. Assist utban communit!es ulili2:ii their competitive' advantages ,and develoP markel , 

niches? . ' '.'. . .-,'" 	 ,. '. " ' . " ;' , .-, ".' ' 

e, Gond public policy? ' , ", , , ' 

Attractive to the private Sector? , ,
" • 	 , " Ea.y 10 understand? ' 


•• Appeal to utban constituents? ' ,


• Appeal to ~ainstream America?:. . 


• , Implement without congressional approval? odf Congressional approval 
requinm, appeal to bi-partisan coalition?' , 

, , , 

~d on our ~vlew of over ~~ hundred tax, .lnveStment, and reinvention , . 
proposals submitted, the co-<:bal.....r the Subgroup condode 'Ihat onIy a coor'dinated ' 
'Brownfield!;' agenda meets all of the above criteria. A major Brownfield!; Initiative, 
that combines tax Incentives, a small discretionary Investment of approximately, $100 
million, and a series of reinvention proposals wonId, be, wide"" ,applauded by mayors, 



. '. - . '., 
, : '" ~. ' ,.•~ .1.··.;·<:{,,''':*:;'\ ,:"-1; , 

" ": ,.'. . ~', "'" , ,:.,..'" ·'i.'~':_"~t. 'at , ., .' -" ,;",-, ~"il ~. L
" , ,: ;', .':':' .. :j'.!i:,;:(.',~"'~~c(f*",,':i,1ff.5!,:~,,'"' . I 	 . :'-.~, • , .' ,..'~' •. i:-.ii "" . ': . 	 " .... ', ,,1", •••\». ! 

'-' • , '." :-: •• 7. '.,' " ,'t ":"':n~,;'
.' " . , ""." <.," ' ,~".. :.;~ .:,:,:, ;.~ .. , 

. , . ·.envi~ental gro~pS, &mt"!~Dity ~rganizat~<>DSt a~ the pnvate se<:tor:- -p~ng the,:v;·,~'<'~/;it~q~t,·~·:? . 
.~' campaign, President Clinton criticized Ibose who perpetuatedlbe false cholce'hetween'" ':' "~,J;::' ti.'· , 

, - " 	 ~. ",/. ", ' 

, Ibe envlrim ..... ot and, economic growth.' Cleanup of Brownfields is Ibehest example.of: .••.•. ~',t..~:,·' '''\. 
how false a choice ills. Our recommended set'of proposals would .pur !be private " ",' : "', ,\ ": :: 

, 	 .,'" , ,,' . 
sector to deannp Ib... sites In urban eeDlers - rather !ban building on greenO.lds -.', . ,f""'''';'~ 
by directly dealing wlib lb. issues of cost, liability, and .uncertainty. By ro<:usingon lb. : .; , "'t":,, :. '~ 
private sector and utilizing rwirket loc ..tiv.. ,to cleanup lb. environment, tbisserl.. of.' ',' ',: ' ':'" 
proj>osals is dearly "New Democrat." At Ibe same IIm.;bY dealing dlrecUywllb:a ' ,,:, "~' ,:" 
maJor urbaB e""nolnlc development problem, Ibe Bmwnfields Inltlatlv. will he'." , , c,: .',:~,

" 	 , '" .. ,'
supported by a core ilemocratlc cOnstituency. Finally, lb. Superfund Reaulhorls.allon ' , ,
legislation and a tax/budget recondliatlon bill provide legislative .eblcles on wbl~b to , ,', ' , ') 
attach 'lbe portions. of Ib..e proposals Ibat require Congresslonalaetlon. • ' ,: 

Combined wltb some type of Urbao yo;";b development Initiative, we helleve a 
Brownfieid's Inltlallve will complementlhe President's l1UIiorJnitiatlves tbatprovlde a 
platform for urb\ln development -- safe streets (Crime Bill), good scbools (Gools lOGO, . , 

, Scbool-In-work), and community empowerment (CDFI Fund, CRA reform, EZ'. and ' 
EC'~'· ' 	 , , 

However,.since the-working group has not' yet achieved consensus on this approach, .' 
we offer four options for taX incentiveS (one Brownfields) and three for reinvention (including, , 

'higb-cost option for BrownfieldS would include a tax incentive), As you willsee Ibe options . 
,are not mutually exclusive,bul are co~pICmentary, lAs Co-cbairs, we pUt our oWn personal ' '. , ' 

recommendations in brackets and bold following discussion of the,pros and conS of each ., 
option. Ex~pt as noted, we do not know the posiHons of the agencies and, therefore, do not , 
know their position on our personal recommendations;]. 

I. Tax Inceotlves 

I .President Clinton'baS oonsisl~tly argued that the only way to rebuild ~ur dti~,is for. ," '", 
-the private sector to lead ·the ,way..Tax incentives, despite significantArawbacks, ~mairi one" 
method to encoUrage -- and to highlight the importance of -- private sector investment in, , .,. 
inner cities ..The working group looked at a range of taX incentives, including credits: ' 
expenSing; deductions, dividend exclusions, and ,defenal of gains. We focussed on three ' 
, approaches: 

• • eapital incentive for clustelS of commercial and busi~s development (to - , 
complement OUI capital and credit initiatives like the CDFI Fund and CRA RefOIn! 

and to implement Mieh3e1·Porters vision of explOiting the untapped comparative, 
advantages of inner cities) . 

• 	 an incentive to encourage employers to join networks to mentor ~d io hire inner-city 
youth... On ~ on-goi!,' basis i 

2 
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http:example.of


,~,.;,~~,,:'(f,:,,::.,:<1~:i>{L~ ,:,'~_~./1'· «~< >~,~,;'~:)~-"_»'~ .<,::" .,' " 	 ", 
,~;~~'~ ":~l:~~n.:·\il'Y~~;~1f~;,:·:~j:rf: ~,,,~;,~;:: ~ ::£/\:.'(, <~. :!:-< : .', i , ,J,; ;, '{'" • .. 
1':~'~ ,,-~~,\,, ",::"..1', , ..\.i1" '{'~'/~ '~;\ l ' " \' '.. '. ., ',- " ,J' " .", . . .~/"':;i~':?::~:~~~iti:/'(:": "."; : ' ::;:: ,>, /:' " ' ;, '. 

, . . .~ ~, . ' . .' "," 	 . . , 	 , 

';J.r," ,,~":~):~;: ·~:';,{~;:.;:"~,ctarlfi~tion of thc'-tax 'biatment' of cleaning up Brownflelds to, permit c:xpensing ,
'-', ",", " ~::<,>':, ", ..o,', ' •. "" ',~, " , " , 

;;, . ,'; ".'":,,,;~:':'~,~ sU~group did not'achieve_conse~,OtU'ecommending tax: incentives for any of 
(.' ':." :; these' approaChes:'TreasUry opPoSed all proposals On tax policy grounds, wWle O>mmerce, 
, ".' , . EPA,' and' HUD 'supported active con.~deration of all three, We therefore summari7.e the hest , 	_~b~__~_ . 

" ,' 
,:. '., In' addition, we alSo considered taX incentives that might he useful fOr a second round 

.o(EVECs.ororiOther challenge grant with some geographic lunits, The tax incentive options . 
under each 'If the three approaches Could he limited to !hetargeted gcographic areas . 
designated in such a ebalJenge process.' If the T1TC is reformed along the lines recc:l.tly , 
discrihed by Secre!ary Reich ~ Maurice Poley of Treasury on behalf of the Administration 
hefore the House Ways and Means Subcommittee, we could also propose to add residents of 
the designated geographic areas as a category eligible for the credit: . 

::, . A. Option 1:' 	 Use low-Income.bouslng lax credit 10 subsidize Certain retail 
facilities . 

. PropoSal: Pennit the low-income housing credit to· apply fully to projects in qualified census 
tractS if not more than 20 percent of the 'eligible basis of the project.consists of retail' 
facilities. Pote"ample, in a $1 million building that consistS of • $200,000 retail facility and 
apartments that are entirely rented to low-'income tenants, tbe credit would have a present 
value equal to 91 percent of $200,000, . . 

.Pros:. 
• 	 The proposai expimds on an existing, relatively successful program for 

affordable housing to achieve the narrow goal of providing a subsidy to retail . 
busiliesses lOcating in utb.n areas: [Inlay be'easier toei>act tWo 'type of. 
change !him it would"" to create a new tax credit prograni, The·proposal. ,. 
. would not have the appearance. of creating a new tax shelter, " .. 

• 	 In 1993, Congressman Rangel proposed that community ~ci,' facilities in 

UHTC projects in qualified census tracts fully qualify for the ciedit if used 

prodominantly for tenants." Treasury, however, did not ":,pport t,WsproposaL 


, • 	 BeCame the amount of the IlHI'C in each state is limited under existing tax .
laWs, the cost of expanding the UHTC to cOver certain retail facilities could be 
kept relatively low (i,e, by nnt increasing the cun:ent annual.UHTC limits), '. 

Coos: 


• Because the ,proposal limits the credit to a minor portion of. housing.·project, 

it docs' not provide much,if any impe~s, for the development of rewl; 
commercial or business clusters that may have sufficient critical mass - . 	 , 

, 	 \3 	
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'

< < < ," . . '"" 

• 	 The UHTC is a housing prograol,. not an invC?Stment tax credit for retail 

facilities, The prOpoSal cOuld result in up to 20 percent of;the arnount. 

available under the UHTC being US<:<! to subsidize retail facilities, which the 


<low-income housilig induStty cOuld strOngly oppose, ,< < < < 

"• 	 The uirrc' was create<:I at a time when moSt ou;er real estate tax sbelt"", were . 

: being eliminated< and is unique in tha\ investorS can use passive losses from 

tliese projcds to olJiiet:other inCome, The UHTC is one of the few remaining 


, lax shelt""', < Moreover, the UHTC operates poorly at preventing the " < 

"oversubsidiiation' of projects, This 1e3ds to investments being made without 


<regard to tbe real economics of a project 3nd without regard-to whetber the 

best choice is being made in delivering a federal subsidy, 


[Ollr pe~tmal recommendation: "oppose: It's not Worth the Struuli beca~;e it tfuem't 
,adJteSsthe basic issue. inner-city areas being underserved in retail.'specittltr.,aiuI 
commercialservices./ ' " " '. .' ,< 

.' .. 
I!. OptiOn 2: Tax Credit for' Commerdal'aad Ec:oitomlc ,,;,~.lopm.nL << . 	 . ~ .' 

< 	 , < . 
' 
~I: Provide a tax credif(e.g.-S'li,"per year for five years)<for,non-residential project 
Costs (including equipmen! perchases) in bigh-poverly<areas so long as<1h<i project remains at 

< least 50% occupied,< The credit ,Would be sunset so,tbat no new projects would qualify after 
five years, ' " ;. <" < ' < < 

, , 
Pros: 

'<<. The "credit would- provide an easily understood j~centive for in:v~tors to invest ' 
. 	in business development'in high-poyerty areas. The requirem.ent that the credit 


would be earned only so long as the project remains 50% occupied might < 

encourage the types of retail 'and business clusters to scale that could exploit 

the potential comparative advantage of many 'high-poverty ~eighborhoods. 
 I 

<. 
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.' 	 Relies primarily on the private Sect~r, both for investment and for' -' :"", ./; .. ' ';,"• 
redevelopment. The sunset would allow ti~e to det~rmine wb~h,er it wo!ked' 
to demonstrate the economic viability of particular typCs of business ' 
developments in high-poverty areas, . 

Coos: 

The specter of .; new credit haunts Treasury and all other taX reformerS who
• 
believe that such investor incentives line the pockets of sYndicalois and· " 
middlemen (lawyers, accountants, brokers) and then provide tax shelters to the 
wealthy and corporations to avoid paying taxes withoUt any,proven Public'" .'benefit. 	 ' " . 

• 	 Such a capital ~O(~entiv~'may be ine~ective in stimulating net new'investment;' 
and even if effective in stimulating net new investment, may not be not 'as" " 
targeted as a direct .subsidy toward the types of businesS'and ";tail clusters that 
do have competitiv~ advantages. . 

., 

[Our personal recommerulalWn: S.rious questions about the effectiveness of this tiu, ' 

incentive. however you mg'I want to keep on table for considerution' by porus" Such 'a , """, 

capped eretI,iI, wifh ti sunset, would b.....d bv intermedillries Ilki LiSe (Q develo,; the ttJ!es"': 

o(retail and business clusters (Quted bv Michael Porter,] ',' .' 


C, 	 Option 3:' ,'Copped Wage and Training Credit mOdelled aller UHTC,' 

Proposal: Provide a wage and trainiril! credit (e,g" 25% of second $5,000 inwages'over ~ne-'" 
year, with an appropriate youth modification for summer, after,,8chooi or schnol-to-'work ) to "" 
employerS who pre-certify for programs to hire imd train residents of low:..;ni:Ome a",;..: " 
Dollar volume cap, and could be limited to qualifying high-poverty areas desiinated through 
challenge granfprocess (for youth development andlor economic development), 

Pros: 
, 	 ' 

• 	 This wage and training credit would eliminate windfalls and could serv~ to 

encourage private employers to join in networks. to mentor~ bue, and train 

inncr-city youth and young adults. . . 
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· .'· .. ' · ' .'., .· ' . .' 

Cons: ,. 
.' Unless limited to a reward for youth or economic development challenge . 

competition, this wage and training Credit might be viewed as a competitor or , ' 

" replacement of the TJTC, which we bave agreed to work with Congress to ", 
renew, but'Only if we eliminate windfalls, encourage orr, and avoid churning 
in 10w:"'~age jobs. ' /~ 

lOur pel'SOnal recommendatiQ!1; keep' on the table as possible alternative reWard for 
yp"uthfe.ollomi. developmeut .hoilenu, SUfh a ,wage subsidy (or r.glollS that succeed in 
.rentillg e(fective employer networks for at-risk youth and adoils in the inner-ci!r would at 
least relr..!!l~ private sector in contrtist to any public works....;obs program; it might even' be 
possible to'structure demollstrntiorlS witll,il1 a region to show'that it Is the network,' ' 
mentoring. aM connections to labor market rather 1M" tht wage subsidy that matters the 
mostJ 

Opt/on 4:, Expetislng the Costs ror Cleaning up Brownfields. [See dlscussion below at 
p.12, oli ·Hlgb-~...t· Brownfield'. Initiative!. 

Investments and 'Reinvention 

In reviewing the long list of possible new investments offered by the agencies, the 
working group was impressed by 'the diversity of programs -- mostly small -- available ' 

, ! across agencies. However; the group quickly recognized that political realities would make a 
, major investment package unlikely to pass mUster unless tbe new sponding was tied to a new 

Democrat approach to economic development in UIban America. Ii, New York, 'fon,xample, 
Republican Mayor Rudy, Giuliani and Democrat Public Advocate Mark Green both have , " 
proposed reducing the 800 business licenses and certificates required by the City of New ' 
York, 'which combine with 1,400 state,licenses and,pennits to Cfea~e a bidden tax on the time 
of the business people who try to navigate the maze of contradictory, rules and requirements', 
Thes. rul•• .nd regulations put urban cent.", at a co~petltive disadvaniage, This sort of 
local reinvention fits hand-in-glove witb the types of coordination; ,rethinking regnlation, and 
support fOr private sector initiative that has been the hallmark of our, proposals to date for 
CDFIst CRA reform, EmpoWerment 'bmesI Enterprise Con1munities' and Reinventing 
Government. We have, therefore, focussed on three complementary options to encourage,the . 

. private sector to get back to work' in inner cities: . 

• effectively implementing and cre.atively.~rdinating our existing capital and credit 
. access initiatives, while fully exploring the extent to which they may be extended 
witliout additional federal budget support ' 
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, • ,', ",: de'velopifl'g a'coitooHdated HUD, Commerce, EPA ·urban initiative focussing on clean
.. 'up ";I'd development ofBrownfields . . 

";', :.A.. Optioll":' '. Illcreasing meetlv. Aceess to Credit and Capital 
, :, 


, ~', 

, .' . -(" : " 'In' the ~~'~f mcreasfug a~ss to ca:pitid~ credit, and basic banking/financial services, 

, the Admuustration bas made'major advances through the President's initiatives to create. a 
.. , network' of CommuniI)' Development Banks and Financial fustitutions (CDBr! ie&&lation),

the pending Community'Re;nvestment Act ",fonn (CRA), microenterprise and Individual 
Development Acrounts proposals. SBA One-Stop'capital Shops, Fair Lending, etc, 
However, much more ~ still <:an be accomplished -- without additional legislation and 
withnut additional budget expenditure. 

:Witb .espei:t to instituti~ factors. non-regulated proViders of'financial se[Vi""" have 
become significant competitors of insured depositOry institutions, yet they do not have any 
oommunity investment obligations:eomparable to those under the CRA for. insured . 
institutions, For example, whereaS insured bankS and thrifts accounted for as much as 66 , . 

. percent of the total assets held by major financiafintermediaries·in 1950. their mOrket share 
..bas declined to ahnut 36 Percent cum:nUy, ReI"Csentative non-regulated institutions that 

compete with banks are insurance Companies, money m",ket funds. mortguge bankers. and 
, . finance companies .. With respect to social factors, discrintinatory lending practices in sotlJ7 . 

sectors of the m!U'ket appear to remain of sufficient oo~ to merit examination. "" 

There' are essentially s~ possible options with'respect· to community investment " , 
.. obligations for non-insured financial institutions: (1) maintain the status quo; (2) voluntary" 

disclosure; (3) mandatory disclosure or mandatory ICpOrtlJlg; (4) voluntary community . 
investment obligations; (5) mandatory communiI)' investment obligatio",,; lind (6) increasing 

.' the·effectiveness of existing anti-discrimioation laws, Some or all of these options may also 
be consi~tent with major voluntary campaigns .. to encourage ~ non-~egulated financial . , 

·.,industries IUld the GSEs to join with hanks.aodthrift. msupPorting complement~ to the CDA 
" network to ~rinect cnmmunitics in need through effective iDteimediari~ to main-stream ) 

'financial 
, 
capital. lending, and 

' 
busineSs development and, technical assistance services .. , 	 , 

.&comml~: .Direct the -D~-NEC wo~kin" ,,';'uP ~~ er.dJt and I~~~""ce to 
d....lop a ,ret ofrecommendations by March 15. 1995. 

'. 

Option 2: 	 One-Stop/Streamlined Application/lnter-AgeDcy Urban Economic 
Dev:elopment Sourcebook . ' .. 

Prop.,.,.I: Develop a One-StopiStreamllned AppllcationJInter-Agency Urban EcOnomic 

Development (lSou~Boo~~{There are a myriad of cC?nomic development programs across 
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'- . :, '.:r " i. '''':' ,~,3 ;,:;: ·1,:,,\',. :'~".,. '"J):', ':, • l :-'". • " \ '(-4; , , •.•• " ,':" ',~ '-. ~-:;., :'... : '> " ", 

'. "'" .':"!"~;:J< .... '" ;:1-~j:~.•.':,;"(",, •. , "-~"'ij'" <,;-". ;·''' ..... ·'.>'<:;'.:If-::~·~:,'~'''-,;.:'·~~; "'" ','~. ~,;.;.
,';,'" • I ~"~", ".,,' J,' ,,' .~'.< ,,", , .',1' ",",.; .'" "-"'~';;"'~·.~T'" ".' .. ,'. r, 'I ..... ' '. ,','-':'. ". ,J",' ' ,.,.....,.. ':' ...... ,,·I-'.,A :.:"·.,,,\".:,,·".J;.,"L'\""'~:;";':-" . ~,. _" 

. . '.... ~';..':~:;·t,.,.;'<:·':,~ .:.. ;:.." :.i ':~\;"" . ~~ ~.I::~~~'~:", ',:. ", 

" .' 	
,~~~~ci~si;ulthe~acitU;;jtotaI fii~di;;gIev~i isieI~tiV~I~sirii.ii:"~u~h,~theGtidebOOk Of,' ,,', " 
Federal.Pro'iwUns:developCd by'the Enterprise' BOafd for thc:\Eritpowerincnt ZOnc/Enterprise,."·· 
CooimunitY.lnitiative;··:we would db-eCt CoInm'erce,:Small Business'Administration, HVD, 

'EP~ HHS '(COcS);, Treasury (COFf Fund);, and 'perhaps OOT to put tbgethera'SourceBook 
of federal' eCO:Bomic"development programs for urban comiI11jriit1es.~ ~ The SourceBook 'would 
include' a description" of,programs,·a list of ~Jitacts.at agencies with pumbers and addresses, " 
'streamlined applications for all the·progiams. In addition; for communities interested in '. 
'submittuig a,cOOrdfuat~, strate&ic' economic' development plan; the agencie~ would, provide 
anexpediteiI and coOiuinated decision":ri1aking procesS, : In return; applicants would be 
required in therr. pIims to specify how they wiU make their colninuD;tieS more hospitable for 
. busitiesslprivate sector invCsnnent, e;g.'; by ~duciilg duplicative, outinode~ locaVstat~. "', 

. regulations, permits, licenses, and processing time that hinder the uI-ban' centers frorit-' 
developing market niches and exploitiIig tlieir 'competitive ~vantages,. . . 	 , ", . 

[Recommeruiatio~: Direct Commerce,SBA, HUD, EPA; HHS, and Treasury to develop the 
SourceBook.1 ' , 	 • ' 

, , 

[Note: HUD"Commerce, EPA, and SBA also, worked ona cbaUenge program-
CompetItIve Cities .,...: to consolidate a number ofeconomlc development InitIatIveS to 
'Invest In cItl ..:that develop strategIc plans wIth the oommunlty and with the private, 
sector throughout ,a regIon to Invest (a)In cIustersof Industries or busIness tbat wIII 
exploIt the comparative advantage of, the cIty and regIon,:(b) In,neIgbborhood ' : 
revitalIzation that wIII seek to reaIIie the comparative advantage of nelgbborhoods, and 

, 	(c) In cIeanIng up and,reileveIoplng Brownfield., We Coinmend thIs ,reInvention effort to 
combIne federal eConomic deveIopment.Initiativ .. from the agencies to Ieven.ge 
additional private seetor support., But we recommend that each of these agencIes ' 

• 	 , • I 

detennlne bow it can reconfigure Its budget autborlty wIthin the current caps to engage 
,In sucb a coordInated 'program of econontIc 'deveIopinent to, unIeasb tbe private sector. 
We do Dot believe that we can afford to announce s' new cHscretiOliary spendhig 
program -.:, no matter bow effectively coordInated and leveraged .:,:.., 001....- It fits a ' 
polIticalIycompeIIing'visIon of a wboIe,agency and AdmInIstratIon budget that " 
consOlIdates programs and sets 'new priorities: GIven'the FY96-2000 crisis In budgetIng 
for HUD, In partlcidar,thls may present an'opportunliy to explore bold new optIons for 
reInventing' housIng polIcy as aprelude to consIdering the extent to whIch a greater

" -, - '. , v , 
portion of HUO's annual budget and activIty should be focussed on economIc, " 
,development." Pending completion ,of such a niaijor budgel:~rganizatlon, however, we ' 
recOmmend focUssing on a coordinated 'basis as ,discussed below.] . . . . . -	 ,~ 

C. OptIon 3: ' ,Urban BrownlieIds InitIative ' 

In all of our conversations ~ith mayors, -local 'and community leaders, urban 
speCialists, and the private sector, no issue has been more consistently raised as an 
impediment to ~conomic development than t,be difficu,Lty of devetoping so-~alled 
Brownfields. In reCent years, city ~dvocates and·the private sector have come to,appreciate 
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, \ .'_" . "'. ',","' :'.~ '''<'''!~'..:".:_,\::' '~::> lc;::~',~J 
the tremendou., dampening effect· the Brownfield's problein' poses for iilnei city:red'''elopmentMc\i~~:''''·''}:;' 
and the urban tax base. ,The nationjs"may~!ci~e BroWnrteldS'as their 'jiiitn#'biivirO~~bu~~~>1;~i~",4,: ,::-:;.' 
and economic issue, Brownfields are freq~ently'located in,distressed 'and'high poverty :':'·i.';"':''', ',,;, :' .' 
neighborhood~, and .thus block locally based emp,loymfnt ,creation. for the populationS that are,::"( ::::. " . 
most in need, To the extent that uncertainty, liabilitY,and cI....up. costs add,tothecost of .. '.' , ;,'.",: .•. 
doing business in cities, they also operate to increasejm~ssures to deve~op m~politan ','::....;.~,''' ~,," ;.: . ~ 
fringes. '_ ' ..., " 

'. '".' ,. '.. ".. ......-' ."., " .: '" 
To help oveicome uncei1aint~, liability; and'cost obstacl.s,'EPA; COInmerce"and'HUD :t, '::::, :, 

have developed the fol1owing proposals. The firs! are a.series of nollow-.:os!options!bat " .'.' .,' 
directly' deli! with.the uncertainty and, liability issues and would enoourage,tlHi redev'i¥'pment.> , ", 
of Brownfields that present the least environmental bazaId given the proposed use pr'are the . 
easiest to clean-up, The later is a highcir-ooSt tax incentive to encourage redevelOpmeilt of, 
Brownfields. 

Proposal: )ndemnlOcation lnitiativ. -- 1) Structuring a New Indemnification Program: To 
. re4uce the concern about financialli~bility for new owners for past ~tc contamination, the 
city, 'state, alld federal governments would jointly agree to partially indemnify a private 
insurer of a nOW owner' for any past contanlinatio;" In practice, the risk of paying this : 
indemnification would he minimized because each layer of government would agree at the", '.' " ... 
same time not to enforce liability against the new property owner as a precondition, " . 
" ' .:.. . , .. 

, .' 
The moSt feasible structure would greatly depend ou the requirements of the exiSting" , ,: . . 


program being utilized. The following implementatiou issues, amoug others; wiil need further " , 

investigation, Indemnification might be implemented as a "P""ial coverage addition to an ' 

existing private: sector environmental insurance Policy. Or~ coverage might be 'offered throu~ 
an existing federal program with tIi economic b<;nefit being ,delivered to the new property .' : 
owner at a ~duced price or through a straight, no dire~-~st guarantee.' (:overage would 
need to be structured to avoid mo~l haZard/adverse selection issues. For example, the new, 
owner could still,be liable for some portion of the grouodwater cleanup oosts' beyond 'the " ,." 

, initial amount insured, or on a proportional share for the total costs (with. deductible and· .' 
possibly with a cap). ' .' , 

, I 

," 2) New Owner,Enforcemeut Ex,emption Policy:· federal authoritieS would establish a . 
policy modeled on tho Administration'. Supeifimd Reform Bill, to not pursue new ~rs'of . 
Bro'¥J1fields if they had oot contributed to past'eontaminalion. St.,e and local, goverinnciol ',' 
.would also agree, as a policy matter, to foieg~ enforCement against new owners in "P""ific' 
geographicare.1S, perhaps ,inder,the condition that all other "P""ified remediation efforts were, 
undertaken. As a part of any application, communities seeking indemnification' would have, to 
show that the'si!e would be cleaned up for an identified development activity. (The working 
group unoerstands that such agreements ardeasible and legal; however, this critical point. 
needs to be confirmed.) , , 

., 
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, , .. 	 '. 
'" ,Eyen'with such poUcies, third party suits ",main aliability uncertainty (cunent Ia';.. ; "',;/c+:'\" ,". 

provides th.t a party subject to • government Superfund suit may sue other pettieS defmed as .. ,.' ... ~.•:. "; " 
potentially n:sponsible under the law).' However, it appears likely that a new !iwoer has a . ',' ' 
strong equitable argument against liability if the riew owner did noi discharge the ,. .' . " " ',. ' 
contaminants in question and governn1ent,elects not to pursue thein 3,1) a public policy matter.,' '. .'. '" . 	 '. . 

Pros 

• 	 Reduces concerns .bout liability. thus encouraging redevelopment of. ) , 

'Brownfields. . 
Encoulages prlyatc·investment and economic development through private I• 

I' 	
I·~market. 	 . 

• 
 Partia~ly implements an "Administration legislative initiative ~inistratively" 	 '. ' 


• 	 ., Involves cooperation and collaboration among several government agencies to 

addre&, the problem. . 


Cons .
NO! all the issues with this option bave been fully ",solved.• 	 ' 

May requin: some new investment (apj,roximately $100 million).• 
.. Proposal' Encourage Development or EffectI';. State Voluntary Cleanup ~ -.: ' 

Ultimately,states need 10 have tbe capacity to expeditiously review and approve cleanup, 
plans for mosl Brownfield sites. Between 10 and 20 of the states already have effective state . 
volunt.arycleaJlup programs (hut these programs probably eover less than a third of the 
contaminated Brownfield properties} EPA should help fund the creation and expanSion of, . 
effective stat. voluntary cleanup programs ..EPA will need $25 milUon per year to fund state, 
grants and federal assistance. 

Pros ", 


• EncourageS cleanup of Brownfields by partially solving liability issue; 

DOes not create large new fedord! beeeaucraey..• 
AOdresses ~nvjronmenta1 justiCe issues,• 

Cons.. . , 
• 'Does nnt solve east problem. . . ". " . . 
• 	' 11iis eStablishes a minima!' program; does noi create fede;a1 capacity to deaI 


with eost,technical, nor Jegal/liability aspects of Brownfields:cle,ulUp... 


Proposal: Clarify CDBG Fund-U •• for Brow.,llelds -- Localities have not effectively'. 
utilized CDSO funds for ,Brownfields. Under this proposal, HUD would clarify 1hat COBO 
fun~ can be used to assess, investigate, and/or cleanup "bro~fieldlt shes in communities. 

Pros 

10· 




"j .' .". ,-;' " 
~ " 	 . 

COns 
',' , DoCs nOt solve liability problem; creates pressure, on state and fedcfal ·'.' 

regulatory agencies, 

", Proposal: j.;PA and DOJ could provide, 'Comfort Lett.rs' for sltes wbleh bave bad 
". approved (state or f.d.ral) cl.anup plano: For owners of sites that bave, bee. tbrough Slate 

, vOluntary cleanup programs that have gotten a federal approval, EPA can send letters 
,,' , ' indicating thilt.furthedederal Superfund aetion is unlikely, Lenders and peospectiv'1~' 

',develope.. wilt have some further assurance Ihal their liability is limited. In addition, an 
actuarial liistory will begin to develop that will allow lenders; insure .., and prospective 
Purchasers to beiterassess,lhe liability associated with a piece of property. This initiative 

'will require $5 mUlion a year in additional funds. 	 .. 	 . 

Pros 
. • Encourages cleanup of Brownfields by' partially 'addressing liability issue. 
• .. Addresses environmental justice ·issues, 

'Cons 
• ", Increases size of federal program, , 

,"., 	 This is ...ninimai program, ,does not cre3te•• federal capacity to deal wilh cost, 
: or tecbnical aspOets of Bro\\lliflelds cleanup, ' 

• Reduces incentives for states 10 adopt volu~tary cleanup program. 

Propos~l: To encoUrage errectl';e state voluntary cleanup programs, EPA and DOJ could' ,. 
,.ndo.... and olTer 'C~mrort LeUe..' only for tho'e cleanups thai bave beeu through 
them: After some initial period (1 10 3 years), EPA could Iimil its "Comfort Lett.r.;' to only 

, , 'those sites .that have been through effective state voluntary. cleanup programs;' This 'woUld, ' 
.1 give states an incentive ~o adopt these p~grams.' '. 

.Pros 
, ERcourages cleanup of Brownfields by partially addressing liability ~ue. 

-	 .', " 

: Coos 

• 
'" 

,Does ~ot sol~e. cos! problem. 

Proposal: To r¢uce the costs and uu.,.,rtalnly assocIaled with cleanup, EPA ..uld 
develop dIlTerent cleanup standards based on future land Use (e.g., ....ideutlal, 
comm.rcla~ Induslrlal).: EPA could develop various standards for site cleanup based on 
future land USI" This would allow sites to ,be used' for industrial purposes to have a less 
stringent arid less expensive cleanup. This initiative win require $10 million a year in 
additional EPA funding for 3 years, ' . 
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Pros 

• ., 

" . , 
. I: ! 

" 

Cons 
• 	 Does not. solve liability problem: 
" , 

fR'commellllatfun: Agey to aU OUM alxive proposals and iittroduce as a ptl£kIl"c o(urban 
gbrown(ie/lis,inititdiv.., You will want 'to cOordiruzl' such a Brownfield's initiative with 
whatever reforms tIu: AtfministtrllIq" mar wish to propo.. «ir'SuperFund" ' /. 

Hlgb-Cost Proposal: To, provide tax In<:enllve ror eneouraglng'redevelopment or 

Brownflelds: aarify thai the costs of cleaning up and 'redeveloping a Brownfield's site may 

be expensed over a tbi:ee-year,period, This will cost approximately $2 to $4 billion 'dollars 

over five years" . " 
Pros 

" .. 	 Willdefmy some of the costs of cleaning-up Brownfields througb providing a tax 
incentive for private sector development that will pUt the Brownfield to economic usc, , 

Cons 
, 	 ' 

• 	 Will cost money'(imd undercut IRS position in tax,cases lb.t Brownfield aean-ups 

should be e~tirely capitalized in project costs rather lbancxpensed) 


.. 	 Will tend to 'encourage clean-up of projects that are least hazardous and most 
economical to develop ~ven intended use, ratht;r most toxic sites. 

" .', . 	 " '. 
, /Recommendation: Keep this opliQrt on the tobIe. Mo,-,J!!(!II any other tax~Qption, it would . 

have brond aprieaJ throughout the eounlry; 'and it would operate to encourrzge 
redevelopment ofsites ..with...~.st ratio ofeconomic pot.ntil1l divided ~ cost of cleaning uo 
hazard, U. you wtint a Brownfield's Initiative thai will engage the private sector through a 
tax cui and ~ the- mayors ";ump (or ior. this is a real plus "if the revenue side ofthe :. 
budg.t can offord this ttix cut and this type O(fIlX cUt is vi.wed more (ovorr:bly tluin others. 
You mar also wish to 'explore whetlu:r clean-up of Browntle/lis ,could be inC/nded as an 
tu/dilionol permisSible use in the existing State-Clean Water Revolving If!g!l funds or in 
any network ofmfra-struclure lmnI<s: Clean-up of Bro'~'I!(ie/lis (or .eQnomicallr vlabl. 
developments provide a good Source of cash (low and c~pit41 value to repaY any loan or to 
provide ,a: return' on any equity inve_ent from SUch loan tunds or banks./ 
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TH e: WHITe: HOUSe: 

WASHINGTON 

October 4. 1994 

MEMORANDUM FOR YOUTH DEVELOPMENT SUB-GROUP 
, 

FROM: SHERYLL CASHIN, NEC 

SUBJECf: Draft Options Paper and MEETING Reminder 

Attached is a rough fjrs~ draft of options for discussion at our next meeting on 
Thursday, October 6. Please l!Q!.\l that the meeting time has been moved!2 5:30 R.m. (instead 
of jj l1.m.). I expect the meeting to last until no longer than 7:30: The Room is 476 GEOB.. 
If you have not already done so, please contact Julia Chamovitz on 456-2800 10 confirm your 
attendance. ' 

If you have any comments or strong concerns about the draft, J would prefer to 
reCeive them in advance of the Thursday meeting. Thank you for your continued input and 
participation in this project. 

. , 
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, '. :: YOUTH DEVELoPMENTAND EMPLOYMENT SUB-GROUP 
. \: .' \ .. ' • :': .' OPTIONS PAPER • 

'. .\ '. 
.', '\ ,'~- . EXECUTIVE SUM~Y .' 

'.' ·.This paper presents options"foryouth development aniemptoyment which appear to.', . 
bave fairly broad support or rcficclthe suggestions of a Dumber of members of the Sub- , 
group. It is.nol i"teoded.\obe. compendium of all the. ideas initially offered by members 'of 
the group. Rather, it setS out possible options, in four strategic'directions where their appears 
to be consensus for further consideration. The options can be summarized as follows: 
'. ." . 

• , 

I."DOLD REINVENTION OF EXISTING YOUTH DEVELOPMENT PROGRAMS. 

A. 'No New Leglslallon or Addilional Spending Option -~ Strong Coordlnallon 
through the Ounce o~ PrevenlioD' CouDcil, A number of steps could he taken '0 . 

. provide strong coordination of all new· and existing youth developmenlprograms and 
,truly one stop access for lOcal communities through the Ounce of Prevention Council. 
'. . ,. . 

B. New Leglslallon Options 

I.Walv.... and Flexibillty.. A strategy to provide communities with greater. 
flexibiHly to provide searitJ~,youth development seJVices and combine' 
fragroented fedeml fuoding streams could be achieved through legislation 

.- similar to the Lqcal Flexibility Act whiCh we have been working to pass this 
year. 

2. CODsoUdatlon -- Slngl. Youth Development Grant Funding. The 
Administration eould propose bold, new. legislation to consolidate categOrical 
youth programs into a ,Inglefedeml youth development funding mechanism (a. ' 
"Youth Development Fund") .. Alternatively we could announce a longer lerm . 
strategy that begins ~ith an interim consolidation approach that focuses on a 
limited number of programs (or redirects a limited amount of !Unda from 
existing programs).' , 

. I . 
n. COMMUNITY BUILDING I COMMUNITY SCHOOLS -- Building the youth :', 

: d ••elopment Infrastructure for ••rly, sustaIned IntervenUons with at-risk youth. .' . 
A. School-Unked Youtb Development.Teams or.Cenlc.... A performance-based, 
competitive challenge for Cominunity Schools that mirrors the community-based 
planning and eollabaration fostered· by the EZJEC process" The objcctive would be 
stimUlating the creation of school-linked youtb development centers in 'approximately 
5000 high poverty schools through mobilizition grants supperted by existing Crime 
Bilt prevention; National Service and other initiatives or through'lirriited new 
investment inth..e programs.: These youth centers would focus on (1) early 
" • «" , 
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interventions for youth development; aDd (2) job linkage and pathways to higher, " 
educalion to reward youth for workltig hard and completing sehooL ' 

, . B. B;;""der investm.nt'A1lern'tlv~ -- "Empowerment Schools' or "Educa!lon'. . , Empowerment Zones"", The CEA and the Department of EduCation advocate a 
broader ipiti.tive that focuses on stito.lating community-wide collaborations'and 

, comprehensive strategies for supporting parents,children and youth (ages 0-18). 
. DoED advocates funding at $4.5 billion to $7 billion a year largeted to approximately 
100 to 150 'Education Empowe"'!enl Zones' ::.- i.e., inner-eily, low':'income school' 
attendance areas (of 5000'1020,000 students). The CEA would require a focus on 
improving school governance and setting strict performance standards. The Treasury 
Department advocates a fOcus or children ages 0-3, which could be achieved in this 
initiative. . 

, 

III: JOB UNKAGE 

A. TJTC Amendment I Wage Credit Option. DOL and Treasury officials will be 
working together over the next few months to develop options for improving the 
TJTC. Amendments the Youth,Development Group might consider include (1) 
extension to economically disadvantaged individuals participating in approved 
"School-to-Work" programs; and (2) extension to individuals that live in an EZ or 
EC., 

, B. Direct Investment I Relnvenlion Opt/ODS for Job Unkage 

I. Options for Out-of-School Disadvantaged Youth:' 	 " ' 

',a. JTPA IIC Reinvention Option ""~ Investing in Ihe CET Model: 
DOL proposes roinventi~g JTP A IIC as the Second-Chance Component 
of School-To-Work Opportunities Act for Out-Of-School Youth. In 

• 	 other words they would redirect all rrPA He funds for out-of-school 
youth (approximately $360 million) to investments in CET job 
developer mndels. ' . ' 

b. (Simultaneous) Job Corps Expansion Option: The Job Corps 
could be expanded ahead 'of current pace and provide more' ' 

, 	 , opportunities for inner-city youths to benefit from.its comprehensive, 
residential program., . DOL proposes a'n increase of $200 million. 

2. Opllon for In-School 'Disadvantaged Youth -.:. Building on tbe School
to-Work Model. The Administratjon is moving forward.with efforts to ' 
strengthen the SchoollO Work ("STW") program by proposing to'increaslng 
STW grants (0 high po~erty areas and by working to include in the upcoming 
,Perkit:lS ,VocEd Reaut,horii.ati,on a 'new strategy to require or encourage States to .. 
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, 
, , ". 

use Perkins funds to supPort their ST.W opportU.11fies reforms and 'sch~t ",':', '.' ' 
refonn under Goals 2000. The Group should consider building on these: '." ,'" . ',,', 
efforts, foc' example,' by'detennining how.. STW prindpfes could au~ent a', 1_ 

communily schools effort. ,,'. 

IV. DlRECf .rOB CREATION - ','. 
A.' Resurrecting the YES Propris.). DOL and HUD propose an initiative that' 

builds on the YES model. it would provide grants of tip to $10 million a year to 30 

target aroas io fuod public and private sector programs 10 increase youth employment. 

The goal would be to bees! employment rates from 40% to 80% aod, in the process, .

make neighbo~hood norms abOut employment more positive.' . . 


, 
B. Building on HUD and CommerceApprentlcesbip Demonstrations wltb Labor 
Unions. Although this option has not been developed, we should consider wh.elber the 
lessonsJrom these demonstrations _can be applied more universally to stimulate a ' 

, scores of Inner City Apprenticeship programs or Construction Corps nationwide. This 

might be clont; foc example, through a, reinvention option that requires such 


"apprenticeship efforts with aU future disaster Of, emergency relief or construction 

, funding .. 


C. Youtb Conservation Corps. Modelled on tbe Civilian COnservation Corps<of the 

19305 and modern revivals like that run by the slale of California, this would be • ' 

no;' program, tied 10 National Service or thd,iational Guard's Youth Corps and other 

demonstrations, in which inner:..city youthS would ~ork on public projects. (such as I 

National Park maintenance) while receiving remedial educational mUling, i~ needed, 


, , 
" ' 

<I 
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" " . . 
. I. ·BOLD REINVENTiON OF EXISTING ,yOuTH DEVELOPMENT PROG~S. 
" ';, ','~" , , : ': ' "" , :"":'~">.,\!r;.~".,, .,' \' ' ,"\" " " " , ' 
A. ·No. New Legu,lalioo or Addlllonal SPending Option -- Strong Coordination Through 

. III. Ouoe.. of Pre'enllon Council. ". AnumbCr of sleP!' ciJuld be taken to provide strong . 
coordination of all new ~ existing youth d~veloP!"~ i>rogrnms.and truly one stop access 
for local commuilities through the OunCe of Prevention Council. ('OPC")..The following are 
e~amples of the types of steps tbat might be taken to aSsUre such.coordIDatiOn .. The Olair . 
and the Vice CIlair of the ope would Mve to be involvedm developing the specifies for 
implementing ,I strong coordination strategy,' ',.,", . 

-: Pre'idenUal. Directive. porus issues a presidential memorandum directing all 
agencies represented on the ope to coordinate new crime p'rev~ntjon programs ' 
through the ounce of prevention council to the maximum exten!.j>ermitted by law. 
Agencies are also be directed to coOrdinate other relevant youth development progrnms 

. through the Council as well. • 

- Single Appilcatioo Form. ppe issues a single ~pplication form for new youth 
development progrnms that requires applicants to submit a youth development strategy 
for at-fisK youth that builds on existing commupity jnfrastructure (e.g. schools). has a 
private-sector match, and meets general goats, sucb as those stated below. ' 

, . ' " , 

. - Raising high school completion ..tes m inner-city sChools and promoting 
. achievement of Goals 2000. . ' 

- Socializing at-risk chil.hen early. before they reach rebellious adeiescent 
yearS. to enable them to be'ready for the world of college,.contextual skills 
training or work and to keep them from falling' into second chan .. programs.. . . 

~" , 

- Improving parenting skills and strengthening the ability of.families to raise 
and socialize children. ' ",' 

- Putting ~'caring, consistently avail,able adult in t~e lif~ of every at-risk chi.ld: 

- Qi\-;ng kids ~ ianSible reason to do the right thing by helping to gua..ntee 
, that a job; relevant skills training or aCOllege scholarship will be available if 
they work hard and play by the rules. . 

- Attacking the problem of the lack of access to the informal networks that 
lead tojqbs ~nd negative employer perceptions. : 

- Raising employment rates for ages 16-25 in a cost-effective manner. 
, ' 

• < • 

- Identical or Common' Regulations. AgenCies on the Council issue reguJmions'for 
the new crime preven'tion youth development pragroms that reflect identical' broad ' 
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~'imd ;;'iecti.;;; criteria, .To the maximum e.xtent pOSsible, 'all neW regulations 
should!>e identiCal. ." ..: ,,' 

. ..' 
·-.Clearinghouse Fun.etIon. O~nceof Prevention Council develops a manual on all 
"xisting federal. Prlvat..-...:tor and non-profit youth develOpment and employment 
programs; establishes a user-friendly electronic database on such proguuns; and 
provides plarining grantS, techilieal asSistance and outreach to promote use of best 
(lI)Icticcs! aggiegatinn arid leverage of federal, private and non-profit resources .. 

. .. ' 

. - Coope;"Uon with Private Entity•. The Welfare Reform Plan included a proposal t~ 
foster the creation' of • private, non-partisan entity to lead a national campaigu for' " 
youth opportunity and responsibility. Assuming this goes fOlWard, the OPC could 
collaborate with the private entity to leverage governmental resourccs with priVate 
sector Commitments and spearhead a national inobUiUtion to establish community
(and/or senool-based) youth development partnerships in every high poverty 
neighborhood. (private iodividuals and foundations such as 'Quiney Jones and the 
Annen!>erg foundation have expressed an interest in participating in such a· 
partnership). . , 

Advantages: 
Maximizes likelihood of numerous fragmented federal 'youtb' programs being' 
implemented in a ~herentf effective manner by setting unjvers~ . 
implementation goals lhat reflect the existing knowledge about what works. In 

. particular, maximizes the publiC benefit I>y orienting youth development . 
programs toward preparing youih for the world of work and lifelong learning, 

Provides a 'single focus for! youth development and builds a permanent national 
infrastructure'for sustained attention to t~ problem t regardJess of 'poUtical 
cycles, 

Focu~es public and private 'resour~ on one of the most dramatic long'-tenn 
problem in inner-cities -;.. the increasing ab~ence oJ sociillization functions 
(sirong families, "fter-Sch~l programs, etc.) f~r youiq,

; 

Disadvantages . 
funding eoinmitments for existing proposals may not materialize and will be 
subject -t,o competing priorities of, the Administration and Congressional 
apPropriators, 

Not all crime prevention programs are targeted at youth or youth. development 
/ infrastructure and we 'may ,draw 'he ire of .Congress if we focus exclusively on 

this problem, ' 
, 

Achieving true agency coordination wilhout some legislative Changes may be 
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be difficult. 

. 
B. New Leglsl.!!on Options 

1. Waive... and Flexibility 

A strategy to provide communities with greater flexibility to provide seamless youth . 

development services and combine fragroented federal funding streains could be achieved 

through legislation similar to the Local Flexibility Act which we have been working I(} pass , 

this year. That bill would have provided statutory and regulatory waiver authority in a . 

·number of substantive areas including children. youth, training aod odueation programs. It, 

was limited to regulatory (as opposed to statutory waivers) in 60 demO!1Slralion areas and 

anached as an amendment to S.4. Passage does not appear likely this year, 


The: Community Reinvention Sub-GroUp is cOI!sidcring· broad waiver/flexibility , 

proposals that go beyond, but would include youth development programs, Given the' 

difficulty of passing waiver legislation, it does not seem appropriate to limit such proposals 

solely to youtb development and employment programs. We sbould ensure, however, tbat 

these programs are included in any broader, legislative proposals .. 

') • ! 

2. Consolidation -- Slngl~ Youtb Development Grant ~ndlng 

The Administration could propose bold, new legislation to dramatically change how 
, the fedeIllI government funds'services for youth. The basic principle would be • 


consolidation of categofical youth programs into a single federal youth development funding 

mechanism (a "Youtb Development Fuod'). This would be a bolder legislative approach than 

the Waiver Bill because it would consolidate and eliminate programs, rather than providing 

flexibilily within existing ones, ' 


, ' , Design Issues 

How Bold? The Administration can'signal its determination to make bold changes in 
, Ibe way it supports services for ,youth in a variety. of ways. Our desire for baldness . 

must be tempered by tbe pragmatic desire 10 a<:tually pa"" legislation, 'The most 
, , sweeping of bold options could restructure dozens of programs'involving hu!,dreds of' 


million. of dollars" The elimination of programs could be accompanied by • specific" ' 

estimat(: of how many less people it would take the fedef'JI 'government to run the , ' 


. programs. and those savings could be added to program dollars available. 

Incremental Options. Alternatively. we could announce a longer term assault ~on 
replication and ~ack of coordination, beginning with a major effort to consolidate: 
youth services in recent federal legislation (crime, welfare, EZlEC, etc.), Or we could 
support a limited reallocation of fun.ds from existing progI1lms for an initial stage"of 
flexible block grants, (For example, Sens, Kassebaum and Dodd and Reps. Payne and 

, . 
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Mor..Ua) have co-sponsored a Youth Developn;ent Block Grant Bill that.wOuld ";;" "j.:, ..: 

, . reallocate $400 million to expand and coordinate youlh developmenl'programS'for.",. ',;'. ',:," ",: 
youth ages 6 10 19. USing a funding formula targeted to low-income communities,' , ,: ' , 
the bill would direct about 95% of funds 10 local boards comprised of communilY- . ' 
based organizations; schools, chu~hes '~d government).. Experience gained from an : 
initial consolidalion could later be extended i. further restructuring. A final . '. , ' " . 
incremental option;,iaking into account exigencies of both politics and implementation. .. 'might st3rt with fewer programs, or approaeb this on an 'opt in" or 'Opl oul" basis by' 
state} or as demonstrations. _ -. 

What Programs1 A complele inventory of the categorical programs serving youth' • 
needs to be taken. Suffice it to lsay that education, employment, recreation, social 
services) housing, and health arc just some of the areas that should be looked at. 

, . . . , 

B<>ld Proposal Outline 

As Slated above, the administration would propose to consolidate a wide range of categorical 
.programs inlo a single Youth Development Fund. 'The Fund would send dollars to stales, 
probably by fannula; and they in tum would allocate to localities. The entire structure would, 
of course~ maximize state and local flexibility. but might require at least; . 

- Participatory Governance; Local pboming entities for the new funding,that 
includes representatives of~ for instancct national and community based agencies, ' 
elected officials, parents and youth.' ' 

- Leverage or Private Resources: A requirement that localities maximize private" 
resourcel; as well as state and other funding. ., 

- Aceounmbility for Results: Funding would be tied 10 measurable outCOmes; 
dropout tates. teen pregnancy rates, etc.,,·A process'tbat ties futureJunding either to 
resuhs.or to a willingness to.modify unsu~~ssful strategies would be deve.1oped..' 

- Comprehensive Approaches; Local pmgrams would have to provida ' . 
comprehensive, coordinated services addressing many aspects of youth development in 
a positive and holistic manner ·(educa~jon. recreation, healtht sexuality, need fot. ' 
meaningful relationships with peer and adults. community service. school to work 
transition)" 

. 
-' A New Federal Role: Rather than spending endle.....s hours re.viewing grant , 
applications"proccssing contracts and voucherS. aDd monitoring paperwork, federal 
agencies would be able to work cooperatively to gather. and shan~ information~ provide 
training and tcchnical assistance, and ~onitor and evaluate results. ' 

s 
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Riding theW.vo of Public Diseonteni With,Federal Bureauciacy.' A bold, highly, '. 
visible commitment to reduCing. consolidating'and simplifying federaLprog,ams ill the ' 
name of tncouraging local flexibility: less red· tape, and better services 10 youlh would' 
be a good message 10'81"11 off Ihe second part of Ihet"!"'" :.' . " , . .' 	 .",. 

, . 	 SUp!!Qrt 1!! IheLocaI Level.' Any SDell prope~.Iw'ould find enoOn';us yais-roois .. 
suppert from community groups 10 state anil.1ocal elected officials: ' . , 


; 	 " 

Consistent with NPR and needs of communities:· It wOllld free loCal communities . 
from the constraints of narrow categorical programs and gives them the flexibility t~ 
design programs that are flexible and adaptable to the needs of local youth, II reduces 
the administrative burden On grantees' of filling out multiple.pplicalions and reporting 
data to numerous federal agencies. 	 . 

f' 	 , , 

, Disa4vantagel; ',." 
Congressional reaction from committees and members who have created 'and now 
oyersee tht? range of categoricaJ programs' wilJ- ~ot be favorable. A s~ilar proposal 
by HUD to consolidate McKinney categorical homeless programs met with strong 
oppesition this .year. . ' 

Advocacy Grou[lS that represent granl~currently fIlndelby categorical programs 
will not be pleased, Also, if the.funds tum out to be too small and spread too thinly 

. when consolidated, the effort could be seen as an abandonment of youth services, 

" 	 ,
Inconsistent with broader community teinvention efforts 1 It is somewhat inconsistent 
to limit a reinvention effort to one substantive area when the need for flexibility in , 

. distressed communities' eXtends to other areas like economic development and job 
creation. In'that the Administration .will have pelitical capital for only one truly bold 
reinvention strategy1 it may be mOre appropriate for that strategy to have a broader 
focus., ,,' "_ ',' " .' ' , 

, , 
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,.; II; 'COMMUl'o'lTY'BUiLDING'rCOMMUNlTY SCHOOLS-": Building theyonth 

.' . ',. deveJopmentlnfraStructure for enJy....ustaJned·lnterventions with'ai-risk youth: 
',' ,:,:., . ';. .' .' .. : .. , "':' , ' 

,. Ritionale: The transition from childhood into .dol~ce (ages 10~14) represenlS a Period 
.' of great risks. to bea1thydevelopment and vastly negtected potcotial 10 prevent'.. . . 

unconscionably high ,rates of casualties -substance abuse, premature parenthood, school 
dropout, suicide, and violence among the nation's at-risk youth. A consensus about.strategies . 
to address this challenge bas been growing and provide •. base for national action, namely; 
Pivotal institutions mUst be strengthened to meet tbose needs. Such institutions can make a 
great dlfference in tbe pathways of YO";3 peOple into adult roles as workers. citizens; and '. 
family member.;. 

. , '.. 
Several working group members (DoED. eM in particular) advocate a focus on 

schools as tbe vehicle for community building·andlor building youth-dcvelopment " 
infrastructure. Several working group members advocate a performance-based; competitive ' 

.chaUenge for Community Schools that mirrors the comprehensive, community-bast.! planning 
and collaborati'on fostered by the Empowennent Zones aJ1d Enterprise Communities process. 
Two alternatives a", presented. below. "', 

. A. Scbool-Unked Youtb'Development Team.. or Cente.... The objective of this options 
.wouldbe stimulating the creation of school-linked youth development centers in· all high , 
poverty neighbi"hpods throughout the country (or at the approximately 5000 high. poverty 
schools) supported by existing"Crime Bill prevention, National-Service and other initiatives or 
through limited new investment in these programs. These yOuth centers would focus on (1) 
early interventioitSJor youth development; and (2) job .linkage and pathways to higher. 
educalion to ",ward youih for working ·hard and completing school. 

Federal Support: Mobilization Grants (modeled on the grants offered in the welfare 
reform t"~.pregnancy prevention initiativc);.additional flexibility with eXisting funds, 

, and technical assistance. 

Possible Selection CrIteria: 

Community-Based Design -, the emphasis i. tems of aCtu~1 services or. 
activities provided (e.g .• academic, arts, sports, remedial tutorhl& health, 
literacy. dispute resolution training. etc.) to he determined by the applicant 
rommunity/organization. Applicants should have an institutional track reCord 
jn the Co'mmunity and local residents must be involved and consulted in the 
deSign of the program. . 

Community Partners -- applicants must forge partnerships and gamer· 
matching commiim~nts from the private sector, scpooIs, churches, civic 
orga.~zations, universities, local.govemment, elc, --,particularly to achieve job . ' 
linkage and pathways to higher educati.on for targeted you!h. 
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.Sehool-Based --' applicants should aim to usee.isting neighborhood schools . , 
that arc anchored in the community and can provide a safe haven and a center 

; for frequent contact between youth and· caring adults.· 

raId, Sch.ol- or Neighborhood-Based suifr -- Preference should be given. 

" 	
to programs that are designed 10 ensure consistency of contact between youtb 
and caring adults and that will provide a permanent staff and supervisory 
structure for proposed activities -- e.g" the teen pregnancy initiatives team 
appro.ch which wou!d couple limited paid staff with National Service 
I)arti~pants or other v~unteerS. 

Parental Involvemenl and Outreach -- Preferenee shou!d be given to 
applicants that plan to actively involve parents in the community school 
project. 

Unkages 10 Jobs and Higher Education -- Applicants must include 
, strategies for linking the early intervention.s of the. youth centers with 

, guarantees of jobs and access (scholan;hips) to higher education, 

Self-Susl.lnlngEntlUes --.The mobilization grant is intended to help defray 
start-up costs. Applicants i]1ust demonstrate an }Wilily to operate on a 
sustaining basis (e,g., jdentification of 5 year financial commitments for 

. operating budget from community partners), 	 . . .' 

Alternatives for Achieving: 

Reinvention Alternative: Use the Reinvention Model presented in part LA .• 
making community schools partnerships ',he focal point of the sing!e . 
application developed by the Ounce of Prevention Council.· 

. 	Urnited New Investment Alternative:' Provide new investment to put a ' 
youth development team (modelled on.lhe teen p.regnancy initiative structure) 
in I J low.,-poverty schools, (Welfare Reform pro~ to reach 1000 schools 
f~r $~OO mmi~n -:- check amounts and roUout of community schools fundjng 
streams' in Ihe Crime Bi!! and in STW and assess additional needs for reaching 
stated a stated goa!, e.g. 5000 low-poverty.sehools.) Invest more in existing 
authorizations rather than seeking new ·Iegislation. ' .. . . 	 . 

B. Broader Investment Alternative -- "Empowerment Schools" or "Education 
Ernj,owennent Zones" 

The Department of Education advocates a broader initiative that focuses not just on 
building the youth development Infrastructure but on stimuiating'community-wide 
collaborations and comprehensive strategies and services for supporting parents, children and . , 

11 


http:appro.ch


.' 
, . .--, . 

. ' . " 

. 

youth. They advocateJund.ing at levels that will reach a substantial percentage or'the . 

, children (6.4,milll~n age 0-18) and young peoplc'(2 miluon aged 18-24) living below the: ',." 
poverty line in the nation's center cjties. DoEd recommends $4.5 billion to $7 billion a year' , . 
targeted 10 approximately 100 to 150 "Education Empowerment Zones" - i.e.. inner-city, 
low-income school attendance 3fe!1S.(of 5000 to 20,000 students). The Department of " 
Education alSo a.dv_ocates selection criteria that gives-priority to comprebensive strategies that 

,include: (1) early childhood support services such as child care, parental support and access 
to health care; (2) use of schools as sale havens through extended hours and programs; (3) 
early job linkageS for youth; and (4) direct or guaranteed employment for young residents. 
DoEd,would tie eligibility to school attendance areaS and ,¥ould guarantee a number of 
designations to E1)l!C communities. (See draft from DoEd for more details.)' , 

, , The CEAadvocates a similar approach, but ~ot necessarily such substantial levels of 

funding. The CEA ~ould focus such, an initiative on improving the performance of the worst 

inner-city schools by setting strict perfonnance rcquir~ments. . 


, , 

Advantages of a School-Unked Approach (Options A and B) 

, . A sehool-iinked approach,makes SenSe becaus.:schools are'enduring. dominant 


institutions in the community and because there. is virtually undisputed evidence that 

. improving students' educational achievement improves social and employment 

outcomes, 


Youth ",alue supportive relationships '\'ith adults, these relationships can take hold;;' .
programmatic settings 'and these relationships address a significanC need in lives. of al- .. 
~sk YOlith. <' 

Because of the difficully in creating"supporting and sustaining' effectiv.relationships, 
mentoring -~ i.e: putting a caring adult ,in the life Df an at-risk child-- should not be 
seen as a stand-atone initiative but '.is a vital part o~ broad.er youth development. ·The 
community schools I tcen pregnancy initiative model. which combines paid staff with 
a team of 5-7 National'Service or other full-time volunteers. deals realisticidly with' 
the limits of volunteer m'cntors, aUows for consistc'ncy of contact. and combining 
mentOring with bn?ader solutions: . ,. :' ._ 

Dfsadv.ntag';' of Ne" Investment OptionS' (Options A and B) , 

,We may encounter "take-up" problems with substantial new funding streams in that ' 

strong community-building is, titpe-intensive. 


Any initiative' requiring new legislation may take as mucb as a year to pass and then 
will compete with eXi5tlng programs under the discretionary budget caps. Wt: should 
be able to accoIpplish a high-level community schools initiative with existing 
authorizations." " 
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Few concrete proposals ha~e ~n'pr~nted ~on~ming job linkage but the entire 
group appears to ~gree that tber. is:. stiong need to combat tbe negative ,perceptions' of ' 
employers regaming inne~-city youth and mi~orities and to ~~nter the hick of acCess of 
inner-city youtb and young adults to the' infonnill networks that lead to jobs. Researcb' , ' 
indicates that inner city,. minority youth do ahnost as welJ as their white cOunterparts' iD ' " 
gaining employment .when !bey have the benefit of 'a referral from an employed relative' or 
friend. Researcli also indicate. that there is • great deal of discrimination in many labor • 
markets again.(minorities, partic~larly minority 'males: ,The success of the CET Model 
suggests that employment outcomes for inner-eity youth also increase dramatically when t~ey 
"ceiv~ contextually relevant training that meets employer's needs and they are ieferred to an 
employer by a reputable job developer. , ' 

Thi:re also appears to be some consensus for emphasizing or building on the School
to-Work program for job liokage .""Iegies related 10 in-schoo(youth'and promoting similar 
strniegies for out-of...scbool youth. ' 

\ 

A. TJTC Amendment I Wage Credit Option. 

The TITC, :which is due 10 'e~ite on Jan. 1:'1995, is av~ilable' to employers for up to 
40 percent of the first $6000 of wages paid to a certified worker for the fIrSt year of 
employment. This lranslates into a potential,credit of $2400 per targeted worker. The worker 
musl be employed for at least 90 days or work at least 120 hours. The credit forsammer 
youth is 40 percent of the first $3000 of wages Or $1200 and these employees must work for 
at least 14 days or 20 hours.) Certifi~d workers .musl hi: e,,,!,nomically disadvantaged or 
disabled individuals in one of nine targeted groupS:' (1) youth ages 18-22;(2) summor youth 
ages 16-17; (3) cooperative-education srodents age 16-19; (4) ex-offenders; (5) Vietnam-era 
veterans; (6) vocational rehabilitation referralS; and individuals receiving (7) general. 
assistance; (8) Supplemenlal Security Income, or (9) Aid to Families With Dependenl ' 
Children"',,.. ' ' 

Proposed Amendments: DOL and Treasury ~fficials wi!! be ,working together over tbe next 
few months to develop options for, improving the TJTC. The Administration has,testified 
before Congress that it is ,committed 'to 'retaining the TITC,with improvements to deal with 
problems of employer windfalls, churning, 'and limited career advanexmeni associated with t,he , 
credit. The Youth Development Subgroup, therefore, should focus its considerations of 
potential tax incentives to promote job linkage on potential amendments to the TITC. Of the ' 
amendments now being considered (and onoe offered last year), the following suggestions are 
most relevant to the Youth Development a~oup~s purposes: . 

- 'Extension. to Economically Disadvantaged Individuais'Particlpating In 

, Approved 'Scbool-Ia-Work" Programs: This idea would need to be developed if 


the Gro~p bcHevcs it bas merit ' 
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, " .:. '.', .... .'. '. .. 	 , .' . 
.. Extenilon to:lndlvlduals Ib.t Uve In an Empowerment . Zone or Enterprise. , 
Communlti:'.11li., propOsal Was·,.,audod in the Adminilitration's original EZ/EC 
legislation.. The rationale Was to give employer's not located in an EZ or EC an 
incentivc~ to:hirc EZJEC.residentS. 1)e EZIEC conimunity,"m·developing its 
comprehensive strategic plan 'wid reauiting private" sector partners would use the credit 
to promote employer linkages' with 'the targeted EZ/EC community. .' 

'.' 


Ad'antages:. .. . .' '. 

,~ .. , 

. Tax credits .are not subject to the disc!etiorulry budget caps. ' . 
. , 

The TIre is likely to be retained, with modifications, and therefore it makes sense,to '. 
• ... build On what exists and what some employers have been inclined to use. . 

i ' 
. Disadvantage.: . 


The TITC.is a troubled program that has h3d question~ble results in terms of 

influencing employer behavior. 


'. • 	 \ t 

•t!lghunemployment has persisiedarnong disadvantaged youth despite the availability 
of the credit since 1978.' Thu's, to have a substantial impact in raiSing employment 
rates! mOdifications to thc'TITC must be combined with additional inteIVentions or 
investments in job developers and/or programs that will .establish stronger linkages 

. between di.sa~vantaged cOtJlmunitics and employers:. . . ' ; .' . , "~ 

B. Direct Investment I Reinvention .Options for. Job Unkage. 	 . 

1. Options ror Out-oC-Scbool Disadvantaged Youth. Unfortunately, much r.search haS 

found that few interventions are effeCtive .at inlproving the employment prospects of out-of

school disadvantaged youth ..Moreover, in the last l~ years the labor market has plummeted 

for high school drop outs, with butll employment and earningS falling, Real wagesof.male 


" . 'bigh school drop:outs feU by 2S to 30 percent in the last 15 years. And forecasted challges)n 
. the structure of aemaod are expected. to make the employment situation even worse for this .. ' 


group. Given.tlle enormous problems disadvantaged youtll face, it is.critical to strengthen 

government policies to'improve !beir life prospects. JTPA lfe and JOb CorPs are DOL's main 


, programs for disadvantaged youth. 	 Abcut 60 percent Of ITPA.'sIlC $600 million budget is 

devoted toout-or-school youth, and the remaining'4O percent devoted to in-schoo! youth.. .

'. 	 . . 

. . 
Below is a~ oplion that DOL is interested in pursuing to reinvent JTPA and a proposal to 

support further.expension of Job Corps. 


a. JTPA He 'Relnvention Option -'- Investing Inth. CI::rModel: The National 'iTPA 

evaluation provided evi~nce that, on average, out-of":"school disadvantaged youth who . 

participate in ITPA IIC have no bettcr employment outcomes tl)an a randomly selected· .. 

control group: Given the past history o{weak effects of training programs for out-of-school 
.. 	 . 
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disadvantaged youth, this result is perhaps nO! terribly surprising. But the finding' heightens 
the need to reinvent JTPA :ride IIC for out-of-school youth. It is al,o important to note that 


'otber research suggests that tbe San JoSe' CET (Center for Employment and Training) model 

:has been effective at improving tli, labor market outcomes of out-of-schO<?1 youth, In 

particular: two independent evaluations have found that CET b.as significant effects on . 

employment outcomes: The most prominent ebaracteristics that distinguisb CET from other 

youth training program~ are: (1) a strong emphasis on contextual learning; (2) a,network of 

dedicated job developers who bave a bistory ofcontacts with employers, and wbo provide 

knowledge of what skills the market desires; and (3) extensive post-program follow-up. . 


DOL Qroposes reinventing JTPA IIC l!!! the Seeond'-Chance Component of Sehool-To-Wolk 
Opportunities Act for Out-Of-School·youth. The reformed program would be modelled 
after the CET program. At the same time, we would continue to foeus the, ITPA lIC funds 
for hi-school youth on drop-out prevention, 'to lessen the number of'disadv3l'!taged drop outs ,-' 
dnwn the line. The ITPA IIC program is well suited for this role because it is targeted to the 
disadvantaged~ unlike vocational education. In addition, the frequent tmnsitions betWeen the 
labor force and school enrollment make it critical to bundle the in-school and out-of-school 
programs together; it is valuable to have ITPA participants remain part Of'3 continuing. 
coherent program as they t~ansU between in-schoo! and out-Qf-s<:hool status. ' 

Seme of the a.,thority to reform lTPA lIC in the CET mode is already granted by tbe 

SChnol-To-Work Opportunities Act. Indeed, DOL is already taking steps to expand CET

. 	 , 

-like systems to 25 sites. In addition! we are investigating the extent to which perfonnance 

standards could be used to reinvent the program in .• CET model. A broader transformation 

would require further legislative changes. 
, 

. 	Another important compone~t of the reinvention strategy' is that we propose evaluating the 
results of these reforms, Among other things, the evaluation process will seck to detennine 
the features of the program th,l.ar. mosi successful, so further steps could be taken,to spread 
:the adoption of these "~st" ·practices, . 

. Advantage 	 . 
,Redirects substantial .xisting resaur';';; -- ahnuf$360 million annually -- to a model 
that has proven effectjve~ess and therefore is bas resonance from a policy J budget and 
political standpoint. In psrticular it would show that this Administration is committed 
to discarding programs or approaches that do not work. 

Disadvan~ge . 

There is some question about how,quickly or adequately the CET Model can be 

replicated -- but this redirection of ITPA lIe funds seems mucb more preferable to 

the st;ltus quo! .. 
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b. (Simultaneous) Job Corps·Expansion·Opllon:. The Job Corps ';"'Idbe expanded :ahead' . _' 
,. of current pace and provide more oPportunities for inner-city Youths to benefit from its . 

comprehensive, residential. program, The most careful evaluation of the Job Corps pnigram .:', .
was conducted by Mathematica, and found that the program's benefit exceeded.its costs·by 46 • 

percent. An evaluation of the program using random assignment is currently underway, ,'. 

although results will not be avail.able ror .another 4 years. Although the earlier M.thematica ' 

evaluation did not use random' assignment, there is widespread belief that the progiam h8s . 

beenreasonabJy successful, We suspect that lob Corps has been a successful program 

because it is comprehensive. The problems that disadvantaged youth face arc enormous and 


, include: coru::ems for personal safety; peer pressure ~o.enter gangs;. exposure to drug use, and 
inadequate schooling. The Job q,rps program removes participants from their neighbcrhOOll, 
and places ,tbem in an isolated environment where they are, free from many of the distractions 
in their neighbcrhoods. The program simultaneously deals with a host of problems. 

Job Corps also passes the market test -- the program is over-subscribed, and m~st turn away 

willing participants who badly need help. Because of the program's demonstrated' . 

. effectiveness. DOL thinks that expanding' the number· of J~b Corps sites should he a high . 

priority. ) 


Advantage 

Invests more in a program that ~ widely.unde~~ as successful. 


Disadvantage 

The cost-intensive nature of the program'makes it, impossible to meet the demand or 

eligibilily fo~ the program and therefore it may.make more sense 10 invest in 

preventive youth development interventions designed to reduce the need for such 

intensive second chance progiams. . 


The appropriators have not been fully funding our requests for Job.Corps funding' 
increases and a higher pace of program expansion may not he possible, (The 
,Administration requested an increase 'of $117 million in the 1995 Budget and an 

. increase of only $59· million waS appropriated.) . 

2. Option for In-Schoo! Disadvantaged Youth':'- Bulldlng on the School-to-Work 

Program. . . 


The Administration is moving forward with efforts 10 strengthen the School to Work 

("STW") program. The following actions arc being taken and could fonn the basis for further 

recommendations designed to ensure that the School-to-Work program is effectively 

implemented in inner city' schools: _ 


Increasing srw grants. to high poverty areas. On. of the four types of 
implementation grant,s for, S1W is a competiti,:,e gr:anl for high poverty areas. 
'Applicants must form partnerships' of employers and educators with active 
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. participation';f parents ·arid snidencS,S~•• k'u~ gii.e prlori!y to c,;",;"uniiies 
with ~entonstrated ~ffectivcness in deliv~g comprehensive'vocational preparation 

. and suci:essfuljob placements: The grants are not limited to u!ban areas. OOUIID 
have requested an increase from $24 niilliqnSor FY95 (48 grants) to $4() million· for' 
FY96(80grants),' ~. , ,,",:. :',','. ", .. 

"' ,-.'.' " ,:,,',.' -', 
Perkins/Vocational Educailon R ..ulhorlzallon-~ Linkages 10 School-Io-Work. 
While S'IW is a 'transition' program funded al $250 million to $400 million over a 
limited number of years. 'Perkins Voc Ed, is. permanent Program funded at about $1 
billion annually. Th.Perkins Act is up for Reauthorization for FY 1996. DoE<! is ' 
likely to'transmit a legislative proposal in the early, spring of 1995. The proposal will 
most likely include a new strategy to require or encourage States to use Perkins funds 
to supjlortlheir STW oppormnities reforms and school reform under Goals 2000; 
DoEd is also exploring SIrategies for serving out-~f-schoo! youth through the Perkins 
Act andlor including vocational exploration and pre-vocational education (early 
intervention) in PerkinS-funded entities; In addition to th. basiC'iormula grants ($973 

'million) rutd tech-prep formula grants ($108 million). the Perkins Act includes 
authority for demonstrations ($18 million) (.all amounts for FY1995). A ""tional 
demon~tratioJ.l authority included in ·the"Perkins reau~horization coul~ target urban 
areas lIJld build on Ibe Community Schools modeL 

. ' .', . 
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." " ,IV. DIREcT JOB CREATION)" .' :/;";""";'" . '. " , " 
" . "" " 

·Ratlonale:. Severe unemployment among inner-city youth has devastating social and· . 
~ economic ~mpaet,. especially on minority males. To help prevent ~y of these youths from , 
. being lost to criminal behavior or long-term welfare dependency, we should consider creating 

jobs to give them' a stake' in "playing by the rules".. ' . ~., . . 

A. .' Resurrecting the YES PropOsal.. 

The Adminislrlition 'proposed the Youth Employment Skills (YES) program during the 
""nsideration of the Crime Bill and was nearly successful in including it. YES ..eks to . 
satmaie targeted neigJiborboods whh positive interventions and c:~ployment opportunities for' 
young adults. DOL proposes .n initiative that would build on the YES model to provide 
grants of up to $10 million a year to 30 target areasto·fund public and private sector .. 
programs to increase youth employment. The goal would be to boost employment rates from 
40% to 80% and, in the procesi;, make neighb!>rhood normS about employment more positive. 
(Other agencies; particularly HUD, have offered similar program suggestions. HUD claims 

. that, at $200 million a year, the YES program could serve approximately 13,000 youth 
annually) The YES program'as submitted in'the Crime Bill stressed time-limited public 
subsidies and strong linkages to private SectOr employment to ensufC that YES particip~nts 
move on to the ~ job: . . 

•.. 
Advantages . 

. Raising ernp[oymc~t levels in distressed cOmmunities is a direct solution to inner-city 
ills. '. . 

Saturation approach is intended to chruige whole coinmunity, not just program 
participants, through altering peer culture attitudes ,towards employment. 
. '.)",'. :. ' .' 

Builds on knowledge gained frompr.vious youth employment programs. 
'. . 

Disadvantages'. ;, .. '. 
",Subsidized public employment i~ not consistent with 'our basic economic meSsage that. 

increasing the skm. of. people, productivity of firms and the extent of trade. will enable 
the private sector to create' more and better paying jobs and wi!! empower all 
Americans to take .responsibility for.seizing the opportunities avail.ble ir the new 
economy. . . 

. Directjob creation programs for youth have, in general, failed to demonstrate much in • 

. the way of positive long run impact, 


. .. 
• . • . . " 

At a cost of aoout $8000 to $15,000 per job created, direct job creation is not as cost • 
effective as job pl.eemenvlinkag. options, which average about $5000 per placeme.!.: , 


. 
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. B •. Bunding on HUD 'and COmm....e Apprenticeship Demonstrations with Labor Unions. 

In fiscal year.; 1994through.l996, HUD will'spend over $9 billion for col)Slruction 
and modernization activities. HUD bas begun to maximize these existing investments to 
create jobs for public housing residents. HUD is collaborating with the Department of Labor 
and the Building Construction Trades Departmentof the AFL-CIO to provide training and 
employment for public housing residents. HUD will provide jobs, DOL will provide ITPA 
training resources and'the unions will provide apprenticeship slots to public ~ousjng residents. 
HUD is developing a demonstration progra,m that f~rther tests a variety of strategies for 
meeting Section 3 I "Jobs for Residents" requirements, ioeluding the HUD-DOL-Building 
Trades.collaberation model. .HUD has also proposed to consolidate its Step~Up and Youth. 
apprenticeship programs. 

I The Department of Commerce has also been spearheading the "lobLink" initiative in 
Los Angeles, which is designed to ensure that the billions in federal funds being expended for 
earthquake relief and,construction stimulate the creation of apprenticeship slots for inner-dty 
youth in the building trade •. 

Although thi. option has not heen developed, we should consider 'whether the lessons ., 
from demonstrations be appHed more universally to stimulate a scoles of Inner City 

. Apprenticeship or Cons!ruction Corps programs nationwide. This,.might be done, for 
example, through a reinvention option that· requires such apprenticeship efforts with an future 
disaster or emergency rellef Of construction funding. 

C. Youth Conservation Corps 

Inst~d of attempting to change the distressed neighberhood itself, another approach is 
the "corps,model", w~ich takes youths out of the neigl)berhood and provides them with 
disciplined, structured environments, This gives them, an opportunity to develop out of the 
reach of many of the destructive influences they face,;neveryday life, Modelled on the 
Civilian Conservation'COrpS of the 1930. and modem revivals like that run by the state of 
California, this would be a new program, tied to National Service Of the National Guard's 
Youth COrps 'Of o~r de,monstradons~ in which- inner-city youths would work on pub.lie 
projects (such as National Park maintenance) wbile receiving remedial educational training, if 
needed. If desired, the program could focus on inner-city projects to make it more relevant, 
'to the youths ,!nd tbe ~mmun~ities. (Note - if developed ~m a non-residential basis it 
becomes more ~;imilar to YES and traditionai summcr jobs programs, and'not really a "corps 
model".) . 

" 
Advantages .' 


Can be developed as part of existing Administration programs and priorities:

" , 

The discipiine and structure in "corps" programs ~ay tlC more politically popular than 
traditional youth jobs programs. , . 

• 
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Dlsad.anlages , , 
·Corps")programs involving long stays away from home often,face significant dropout, , 
rates.. 

If not part of National Service, a ·corps" program could be seeD" .stepchild for 
those not able to participate in Americorps. If part of National Service, targeting on 
urban youth could be difficult,' , 
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Urban PoUey Working Group -- Work Schedule 

By September 26. All agencies and working group members submit to the relevant 
subgroups Iheir initial ideas for strategic options -- preferably options that are consistent'with 
the directions of the workptan. 

By October 10. All initial options presented and discussed within each. subgroup and placed 
in a comparative framework (see attachment), To the extent possible, nonviable options 
.eJiminated and remaining options are developed more fully. 

---' By October 17. Each working group begins work on a draft memorandum presenting the 
required stralegic options -- (1) reinvention; (2) $0-750 million; (3) $750 million - $2 
billion; and (4) tax incentives. 
(X.,...""" 2.8. ta\f.'t d.,~w. ~ .... /Gtj~tl:." -. .....\-. t>.. I~~j, ... M,\4.tti'-'\> 
By October... M.)tAU subgroups finalize proposals refiectll1g the COnsensus of the group where 
possible and dissenters' views. 

o~~ ll. ?""-;.i"1...
By N8V~~j!~r l§..(~>~ub-group co-chairs, working with"Sperling, Galston and Reed, produce 
a decision memorandum that is presented at a Principals meeting, revised and then sent to tlJe 
President. 
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This article, 'while obviously tilted, makes it clear to me 
that the problem with the President's urban .-strategy is' not a 
policy 'one but rather a communications matter. The Republican 
strategy of these four mayors is centered around two principles: 
1) cut taxes, regulations, and government bureaucracy to attract 
private business back into the cities; ;2) provide·more community 
policing., This administration has a very strong position and 
record on both of ·these. Yet, these Republicans are getting the 
cr~di.t, not us. 

, 
. Comhi'ned with educatlon/mentorlng, welfare, and housing' 

reform, 1:he aforeme'ntioned principles provide ? st,rong core urban 
message 1:hat I believe would' resonate with urban and suburban 
voters aGross,the couri~ry . 
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has iIltudy propoaed about"$l billion : patrol':'Yet ,the -,wlic.eru:en :in' Jemy~"-~'Jeount.abl~,tO~the'~hoie'.woTld":"just- " 
in tax CUUl cv~r the:',neXt foUr yetJ.rs: ..CitY's patronngc-lliden depBrtmen('',l., th~t eommurii~s_reSidents."·;::':.~.,· "
But in a city where residents p-ay 40 never ooeih to De" around wbCn you" ... ; .. :O:l'»,.-~",p,;",;. '.;;'" \:2):,,::·:~·;'.q-,' : '>' , 
i>cr',~nt mm-e .thM .the nati,o!la} tm:r-,- .. n~ th@l.-Bti.fore Scli~dJei. took -of~ , ~The;Corizpig' Re:P,ohmon,' ,_~",~:!, ~ 

. ~ge In state,and'l~ taxce"thnt : flOO,there were oooffieen3onfootpa- " ,"; " ,-: _.~ .. -,,~>-:. _ . ", 
~shou1d be just the'beginning. ,,- "'(rol (now there'are.'7Q),.imd,tM num:·' IF' A GOP urbin revolution tak~5 

. , 

Anii-PtilitiCian '$ P{)~ian :,' . , 
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RET SCHUNDLER'S election 
, 1l:Jl. mayor ef multi·ethnic Jer-, 

S(:y City is the moot remllrk· 
obIt; of tbtl GOP's recent' victories.' 
Running 011 a platform of tax cuts, 
ochoaI choke. and oommuruty policing, 
the white' WaU Street finan~l 'ana
ly8t received OS per, cent of the vote. 
including 40 per cent of the black VQt.e 

, and 60 p¢r cent of the Hispamc vcte, 
ill a city where only G per Cent of reg
istered voters are Republicans. 

In office a little over 21 months. 
Schundler has already reduced the 
city's portion of properlY-tax rnWS by' 
29 per cent; wiping out the efT«t of 
large ttU: hikf'.8 recently enacted by' 
the county and the school· board, 
"'J,crsey City homeown~rs have. been 

liud.$Qn County Board of Rea100t1S. "It 
, . was like, death: BOm~g that was 

bound to happen, Brot Schundler has 
changed peopJe's expectatiop$," '. 
'It'u Schund1er'l't'sclwol~1wice plat-, 

form. Mwe-\'er, that has gained him 
serious nationRl' attention, Unlike 
moat big-city D:la);orS, Schundler has 
been willing t6 take on the teachern 
unions. "')' ou can't ever effect arevolu· 
tion if y;ru leave power in the honds of 
pQlitiCians," he says. ,Schundkr. who 

, is n~ssivcly lobbying the state leg~ 
isI8~. hOI:es to'have the country's 
fir8t city-wide school--choice program 
in place by the faJ)'of,1995. 
,Like Giuliani, .Schundler believes 

that fear of'crime is doiiely oonnected 

her of polioo C811I' cruising the city un n' . 
typieai night was ~rOusly'low, "1f 
,they,',were: properly' de-ployed, ,Iwe 
would' have enough police officers to 

~ hAve one guy walking in f«mt ¢f each 
'bouse in ,Jetsey City ~yety Iii ·min~ 
utes,'" says Schumller's cbief of staff,' .180 -much. more formidable than any~ 
Michael Cook..' ',~hero clse, he oould be the best"roo)'Or 

To realize hla' goal Gf 300 officerlil en 
,foot P<ltrol, &bundler will have 00 1m: 
poae his will on Ii resistant Police 

• Departinent. lie wants to tUm dozens' 
()fpositions~over to civilians, pnvati1e 
some police functillnl!!, and Set up 133 

' community-based . polioo districts 
where filOt~patrol officers will be di
reetly ~ccountab!e to neighborhood 
committees. Police on night patrol 
now talk dully to a dc$ignatetl neigh
borhood n!sident, who informs them 
about aUy pToblems, "They'll fight me 
today but thank me later," Schundler 

aecuatcmed to having taxes go up • says, "'When yoU put a <lOP back m 'onc 
evcry; yellI,", sllye Joseph W, Hotten-; ':ncighborhood, he knows that he's not 
dorf, e:m;:uuve vice president of the." :', . '~f' 

, 

. . 
',ROBERT, A. SJRICO 

with a sense of di8()rder, the f(lCiing 
that no one is in control. To bring- , M'ANY 'reli"giou-s , ' Americans 
oNcr to .Jersey City'$: mean streets, ' enOO.un~ a, Strnnge bMst 

·5<:hundler is going, after graffiti nnd ' 'during the octave of Earth 
Utter, but with a twh;t, Rather than Day thia year, At weekend services, in 

", turning' the taSk: over' to city buroou- plru:c of soma' traditional prayerS. they 
eratH, be is le~tillg the residents of , were, Mked 'to pay.. hUmage to the' 
each neighborhood pick the ftrin they, ,earth. sky, urid animals, 
think win 'gut the job done best, ~ :', ~"One 'prayer resolv'oo that "we must 

Unlike Mnyor Riordan, Sclmndler . sny:do. nnd be everything poss.it,i,Jc to 
'hu8,enOlJh<h cops, With 860 officers, roalize the goal of the environmental 
Jersey City ,has nearly as 'many- us' Snbbi'ith: un ecoloGical Sf.Icicly.' .. , We 
lndiaMpolLo;, which has 500,000' morn ' ('Bnnot let ,?ur mother <liZ" We must 
~ople lind 85 more squu're '~iles to }o\'e ond replenish lwr.~ 
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plooc, it will·be in lndW.nspOlis ()t' 

. . Jersey City; ,not' in, L.A.· '<lr' New" 
York, While ,Riordan and Giuliani are 
both'moving in the right_direction, the ' 
HhI?ral oppooitiOl{ ill finniyentrenched, 
~What. :Giuliani haa to 'fight against is 

in Hic COl.lnt-rY Bnd still not be a oa· 
tional innovator,'" 'says Fred SiegeL 
Ditto fOr Riordan, thtmgh'oiuliniu has 
$f) fru: BOOmed mor<; ~iUillg to take on 
the st.utus'quo. -:. " , 

But thanks tc 'these new ma:,:or&-
altortfllUa Hnd baeksliding and nIl-the 
GOP now haa a visionary mesSage to 
offer on how to rejuvenate urban 
America. Unfortunately. few tUitional, 
,R.epuhlicuns have (lnown mll-ch inter
est in picking up the message and 
ronvincing urban America>,a prOdomi
nimtly mino'rity romdenta,thnt Repu& , 
Henna really care, This is an cpportu· 
nity too importaDt to squander, 0 

',' 

-
, Iii lOll Can" Beat 'Em . . . . 

,THE. GRI;ENINQOF 

AMERICAN FAITH': 


" ,. ,- , ,! , . 

. Yes, man isresp.;msiOle fOF his use of lbe.Earth, 
.,.Butto:whom is he responsible--God or Gaia? ." . ..' , 

'Another praYer. this '-one 'from the 
. Iroquois. ~, -We rntum thanks to 

OJ)J" mother, the ekth whi(,h austains 
us.. We return ~~ all the herbS; 
which fumil$h medicines for'the clire ,
of 0\11' diseaseS., We return thanks W 
,the C()m, and to her matera, the.beans 
and tho squllshes..... " .', ~, . 

T,h~ prayers cnt,ne ~ of t~c, ' 

, Fr. Sir/ro is president <J{ the Acren' l!J;!J(Uu.u ' 
{i1T tiut'Study of Rdigicn and Li~ttv iff 
Graw! lWpuu. Michigan. W 
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buying bncl: rome holidays 'ond ti~e 
off. increasing <lVertimc for currentOf. 

, fie.;ra, find transfciring revenue from 
other departlnenta. But<with· each <lf~ 
fioor costing $75,000 ·,'s 'year, to OOme 
anywhere near his prtlmi$e the mnyw 
will need to find. n l(lt of cash fast. 
Privatizing Lf!X _~ouId hdp.. :I, Tough Talk in New Y0.r:k ., 

'CONSERVATIVES wh(l I'.IX~ 
petted (I. HockefeUer IWpubli
can have boon· pleasantly sur

prised by RudoJph·Ghdiant The Big 
,Apple's most reform·minded mayor 
since bcfGre Wodd War n, Giuliani 
has turned a fweal crisIs into an op· 
p<lrtunity, -, 

Starting with a $2,3·billion deficit. 
Giuliani has the best. chance since the 

.near~bfinkrup-tey tiC 1974 to overhaul 
ono of the Country's most bloated bu
reaueradcs, His b\ldget, the first in 
16 years that is smaller than the pro. 
vioua one.,cnUs for $200 miIlion in 
Union benefit conceasl<ms and $1.2 

, billion in spending euUI, including ro. 
d~tion8 totaling 15,000 mUnicipa.1 

: I I 
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workers.' Seiling an' example, 'Giuliani ~iOO C~i(Jf,' W:iiliam nn;,twn, 'YnS'for-· , 
'has eliminated mom than 130 posi. - meriy be&t Qf the New York City' .:. _: '" 
t41ns from his own (lffiee. . , . . '. i ~it. Authonty'a PoliCe fru-ce, -w,here ,'~ <:(' 

"And the may<H' is de~ed Inot to . he _deancd up the subway system by ,,:,'.' ~ . 	 _..,"
' 	back down from pledges to privatize" declaring.war on graffiti, mugging, "'.' 

city services. These include 3~u,:.todial"', and aggreSsive panha~:~' ',' . 
serviccs for the public tJ<:hoo!s, where 

.8 custodian can earn $60,000 ayear 
cleaning buildings a fuw ~ys a-week. 
The city....,wned classical radio stillion 
and tho United Nations Plaza How.l 
will be sold to the highest bidder. 

A gOOd starL But Some· a.ru\lysts My 
the bureaucracy'is 00 thlek that an
other 30,000 to 50.000 positiono wold 
00 eliminated with ease. Several days 

_	after rCpOrting to Giuliani the mlmber 
of adminilltrative peraonn~l at central 
hea.dqu.iuters. the city's Department of 
Education suddenly "found" anothor 
3,500 bureauc~ts. . .., . -, 

Giuliani's wp priorities, meanwhile,' 
are reducing crime ,and addressing 
public-BfiCet.y~relat.ad "qual~ty of ~ifc" 
iaSMe, The mayor is determin~ to 
crack oown on-the Sq\leegee wielders' 
who harnss motorists, the beggllra 
who badger pedestrians, Md the ~ 
get<l"' who deface" b~ding8. His ncyt 

I 

'"With,lWdy and ,Bratton. New York 
City has the'two: strongest cri~i.ial. 
justioo'people'w!,rking side' by aioo, (If 
any city ·in America: clWlllB senior ad-: 
visor Richard Schwam. But if New' 
Y<lrk oops are going to,be rougher 
under Giuliani; they aren't -going to be· 
leaner: While other'uniono took hits. 
the police kept tbeir unHmiwd, sick 

.ICllve and 2O·minut.e ~ash.up time. 
With only 3 per, cent Qrthe C(l\lntry's 

f"XlPuiation, meanwhile, New' York 
City accounted for 2f.} per cent of all 

. job losses during the last rocession. Th 

. calm the stampedi~g businessmen, 
Giuliani needs to froo up the (X'Onomy, 
"Nearly everything is ilIegill in New 
York City," says longtime city-hnll 
watch~t Food Siegel, fOTll1i!r edit.4r 'of' 
City Journci. "You have to pUrchase. 
the right to do anything," Giuliani hill!' 

. pledged tQ- reduce o·~ eliminate oome (If 
the city's 28 differe'nt ta'.xca, and he 

'~=i1 

" 

,
AUGUST 29,.1994 I NATIONAL R!:VII~W 41 

, ' 

http:public-BfiCet.y~relat.ad
http:o...Qu.oyk<.11
http:l--L\U.is


, . 
'. , .~ '," :' . \ .. 

to three levels. you can't (fV~ 'rerog- ·ect,s-:.which \¥Quid bav~ glverl . end -up having 11 four-OOUr,de_" w 

: nize. whnt yOu '1-' flmt proposed.-" idoots Inore-"oonlrol..:.:..wsS . .Mt.<l," says: Riofdan'& cluetofSi.o1r, Bill , 
_Running"halt.rus departments are '.vehemen,t cp-i·:....n /McCai-l"v :,.:'" ~ ..;"-. ".', -,> .'.. F~-~" ~!' I, ','. ., , 

mflIlllgenlcnt whiz kids ~ldemith:.. dentS themse1V(>S..~, '. , _ ..,,' So Riordan is fQCU8i.ng on tl~ Bim-' 
plucked from private iRduatry. 'f!1ey :'. -What went wrong? "OvC',. tinie~ ali 'pte ~t8: .inerensing' public'safety,' 

_wax enthuSiastic about perform~ee-, governments; ineluding Indianapolis, boosting 'government efficiency, and
based accounting, performruice-meas- '. have essentially taken the plaCe or the· improving L.A.'s· business climate.' '.: _ ' 
urement; lUlU activity-baSed ~ting. private wa.dership of neighborhoods,':' ' . ,I\. favorite' pastime· of 'America's 
Savings from incro!t$(ld ,efficiency. in· .. says G<lldsmith, When the govern· mayors OVet thtl past three decades Or 
eluding ~vings geoomted by oompeti. ment leav~s.. there'n 'nothing.to fill ~e' .si. hruI. ~ spending taxpayer tiiOIWy , 
tion, bave reached almost $100 mil~ ga.p. to build convention centers and stadi~ 
lion a year. . " " But Goldsmith ifl~'t iiving up. He ums or to aubsidize huge downU;wn 

Even the Polioo Depurtment--typi· haa.. brought in' Robi:rl Woodson's developmtmt proje«s. Ti]j~, Field (If 
cally HepublicRns' favorite bureauc- National Center for Neighborhood Droama straoogy-"lfwe build'it, ther 
raCy""':'luu; fcit the aqueeze,'''The police En~ w tnUn nclghbOrhood lead· will oome~-usually goes wro~. L.A.'s 
department wall developed, over a . ers ami has opened a neighborh~ ne:w couy.mUon center (built for haif a 

.. ' 

billion. dollul4I under Mayor' Torn 
Brtldlcy) is a' CMO .in' point, "Every 
time I drive ~y it I'hea:t:' a giant suck
ing sound,'" says D<lputy Mayor Mi·' 
chuel Keeley, . ' 

'Riordnn, the formt"r wnture capital·· 
ist, doesn't bc-lir,ve the city should. try, 
to- replace privuu; inve;;wr1l, Rather," he is trying to persuade them that 
L.A: is worth invea:tiRg in. by easing' 
the loenl regulnwry and tax burde~s. 
-L.A's gGvernment 'has increasingly 
become the enemy of business," be< 

snys, "'It's like being in a Communist 
, cGUIIb].·' Opening ,a buSiness in L.A. 

requires dozens of permits and often a 
paid lobbyist to assist, in navigating 

,'the,city-hall buro.u.ucracY. Riordan has 
charged n high-profile task force With 

.overhauling this process. The City 
Council rewntly cut L.A.'l> bl,lsilless· 

forty·y~ Period M D: control organi_ training center. And hin $500.miUiou tax· surcharge in half (Riordan had' 
:rotion ,.nth layers and layers of super capi~l~improvemnnt p'rogram ,is de~ proposed abolishing it}, and the mayor 
vision," Goldsmitb says,''''The pyrllmid < signed. to give preferonooe 00 inncr...dty has refused w coosider ta!~>hikes. 
,haH to be turned upside down, Officers communities that help themoolvOB by 'To increuse efficiency, Rio~an has' 
need to hi! rewarded for risk tnking.'" rehabilitating abandoned houJJCs, proposed priviitlzing various city-run 
Accordingly, the mayor has shaVed otT cleaning parks and .olleys, and pujnL- ' enicrprllreS. including golf oourses,' 
layors of bure~ucr[tcy. ini<liLuted' Cl:!rn iug houses. building malntimimce, and oome trash 
nmnity policing timt 'emphusizell ·solv. collodion. Before h.! had even made 
iug neighoorhood· problems rather his first privatizstion proposal, how· The MillWnaireReformer 
wn reacting to them,' privatized a 'ever, a majority of the City Council 
crime-anatysls u'nit. and pushed au CHARD lnORDAK is the hod lined up to opPose him, arid RiOl'

thmity down to the offtro!' on' the bw.t. , , first Rep~bli'ean mayor of Los dan has not, so far. shoWn much e:n~ruThe rostrueturing hn's led to' Silme . geles sinca the Fiftif)$, More' thusiasm 'for. this fight. Already, big··, 
middlc:manng-cment griping," but cautious than Goldsmith, he has shied ticket items like LA Int.€rnutio,ull 

. crime dropped by almost 'I per cent • away from confronting entrenched in· Airport ha..,c. bct!n relegated to the 
lruJt year. ·rerests at city hali. 'l'bcn:.ogatn, L,A~'5 back burner. 

Goldsmith haR run into n snng, how· mayoralty'is not nearly 'u strong fl~ This . lack ,of dt:!wrmination could' 
ever, in bis attempt to get neighbor; Indiana~lis's. Lacking the power hurt Rioroarf where he has more ·at 
hoods, churches, und community orgtt· even to appoint his own aepartment stake: the crime (ront. During his 
nirotiQns to pick up the sltlc~ from.his dirodon; and needing the .opproval of wmpaign he pledged not tc S<!Ck rc
downsized government. Etfoita ro ..xm~ a Hberal.C,itY·Cmine!l for, almost all: elCctlon.if he didl)'t put three thuu~' 
trod with neighborhood groups and important measures, the nlflyor must . 8llnd more 'cops on ,the litJ'eets. scram. 
churcOOs 00 mnini.am loc.nl parks hav~ govero by' persuasion and neg;>tintion bling to' meet the pledge without 
g(!nenti>;d little' interest from either, A rather tlwn fiat. "In J~.A, the mflyor' roiaing taxes, he i9 moving some cops 
proposal to privnwre two (If the city's', CQul.d probably propose u reSQlution from desk johs to the streets and 
most troubled public-housinil: proj- ho-noring' niotherhoo-~ and at)plc rie putting:' civiliMs behind the di,sk$, 

, . 
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trioo-:-unnuetcssfully-to draw infor-' 
Illation {jUt of him. 
~ as Sudoplatov producCd' his 

memoir Without ~ to NKVD docu· 
mants, thc ne.wly discovered files 
point to an extraordinary propensity 
f<ir ~ en his pID"L After a~l. the 
ex..geneml apparently relied solely on 

'rus memory, on a few stmy, papers 
s~ in his, posses,skln, and on oonver-~ 

W1WAM D. EGGERS 

EVER SINCE the Depression, 
Jersey City's IDI1Y(lrB had al· 
ways oolln Democrats. The 

· l?em~utk muchine, buU .... by M~yor 
Ftank Hague hud auch a solid lock on 
city hall that when Republic:m Bret 
Schundler ,JOOdoo to run for m.uyor in 
1992, he: couldn't find any other quali-. 
fied RepUblicans to put. on his election 

· slaw. Yet Schundler won, by challeng
ing busiliells atl usual and promising 
~n inno'>'otivc, 'entrepreneurial ap_ 

. ,:proach to l(lcal·governmcnL 
Republicans have a tough time aver. 

Ct>ming the perception-partly justi· 
fied4hnt they do not unden>tand or 
care nOOut,urh?o problems, This por
ception hus tronlllawd into fJem»cl1tt,i(! 
(]ominencc"lo muyum! rllC(lS and 11 

roughly 2 to 1 urban mnrgin' for 
Democrats in presidential elections. 

· But Schundlcr's vidury u~d. the ar
rival of Republican maym'S in severul 
other <:iticB that had l<lUg boon con
trolled by Democrats offer hOlM: that 
the GOP, long tho party of suburbia, 
is ready to seizc tbe urban agenda. 

The IUllt ,t~o y(>.nrs' o'!nyoral olc.;· 
trons prooUlccd tho !tlrgcst turnover of 

Mr: Egg.'rs h t/jr.'I;/Qr (If tM &GlIM 100011< 

, , 

I!8tions With aging former Comrades. Urban underelnss and to stem th~ dOn~. 
Thus: his'now~vall.datc<i keatment of tinuing exodus .nr business and' inid~' 
~e Bohr epioode--whleli'took phiec' dle-clasB taxpnycrs" to the suburbs: It 
~ly fifty ye~~ striking. " 

A sense of honor, QM might hope, 
,Vrould prompt mti.t;$ who took part in . 
the effmt to destroy Special Tasks at 
least to note the now eVidence. Th'ua 
far, however, the Bohr files have beo::n 
greeted with eilence, ' 

" ' 

Tile GOP's Urball Guerrillas 
, I • I 

RIGHTING CITY 

. HALL 
Fed-up urban voters are suddenly turning 

0 . 

to' Republicans with fresh ideas, Cim they deliver? working alongside. city employees. He 

datw!'"s /'riv"tiWtia'l eN/t"'. ' . airr;s t.o creatt! opportunities for tim 
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focuaes on'stronger, more sclfwooliant 
neighbOrhoods, safer streets.. teas bu~ 
reauciacy; lower ,taxes; ·less regula. 
tion. and better,'schoois;. ~ost impor~ 
tant to the GOP'u urban fut:U.re aro 
New York's Rudolph . GiUliani imd 
L.A-'s Richard :Riordan. becauae they 

,represent the nation's" two largest 
cities, and Goldsmith and Schundler.

' ' because t.hey have the most radienI re
form agendas. . 

E LECTED in 1992, Stephen 
, Ckildsmith' has boon rundl1rneri~ 

tally restructuring,' city hale 
The «-year-old mttyor's smarts tlnd 
relentless drive have' inspired one 
local writer to dub him "Robomnyor," 
Etl-ch wee~ Goldsmith spends a few 
hours seeking coat-cutting ideae by 

has,heen 'soon' filling potholes, iS8uing' 
business licenses, and walking the 
beSt. . ; 

"Goldsmit!J. te.u:hea', a graduate 
", ctIurse on public policy one night 11 

big-city mayors, in deeades. Rcpub- . week 4rt Indiann University, and he 
licans ~ow run five' of the (ttlUntry'$ . haa given privatization tutOriall1 for 
twelve ·Iargest eitin's, includuig New Giuliani, Rinrdan. and Sehun4Ier. J:. 
York City and Los Angeloo, Young" free..market true believer {~Only rc
GOP radicals 0.1.813' eaptured city hall . forms thtit tap the comPetitive power . 

.in se'i'eral moolum-sized,' heavily, onhe marketplacc.will make govern~ 
. Democratic cities. including Jel'ffil'Y 
City, Dayton, and.RaJeigh, 

1'<:1 be sure. the GOP'doesn't have a 
pa~nt on reform-minded maYOnlL 

,Democrats like' Cleveland's Miehnel 
White, Milwauke1:'s J(jhn Norquist, 
and Philadclphio.'iI ,Edward Rendell 
tire downsizing government, privutiz
ing, and fttcin{{ down powerful city 
uni<lUs. But if the GOP'e new uman 
guerrillas can ahow that market-ori~ 
ent~d solutions tnc the ,best way t¢ 
'Save America's cities, thfm pulling the 
voting 'lever for Republicans moy 
cease to be' such an alien experience 
for urbanites. "ReBidentS of cities have 

. ~n'Qne set of fuiled policies for the 
last twenty to; thirty years," '$8yt!: 

&publican J"tnyor StePb?n .Goldsmith 
of IudifmapoJis.,. "We'now have the op
portunity to show ,them that you can 
1m a conservative, populist Republican 
and' jrnpro....c the quaUty of life fnr all 
citizens of the'city." 

The Gop,'s ~mcfging urban stmtcgy 

ment nrore efficient'"), Goldsmith hus 
enmted what he calls a '"nul.'rketplace 
for !Uunicipul'seryices." ' 

Nearly -every dty.hall fundion
from pothol-o repair to job trnining for 
w'(!lfare recipients-is open to compct.i- , 
Hon from private firms. Next' in line: 
the Indianapolis airport', Ending the 
government's monopoly on variou8 
services. is saving the city aoout $28 
million Rnri~nl1y Dnd has turned the 
typ:lellll city~tian. incentiveS' upside 
down. !fhe city's public-works depart,.. 
ment, trying to compete with private. 
road·repair firms; insisted ~ thut it 
needed only 'four men on a crew in· 

. «tead of eight.. Already the number of 
non-publie-safetyemployees has boon 

./ila$hed by 2S per ¢cut. and GPldsmith 
insists he's just getting started. 

Fiel"OO free..markeWeTS now rt:ign in 
the. Indianapolis bureaucracy. "Y{)U 
n~;d, t,o st<lrl with a dear commitmc~t 
nnd bring in p&lple who sharc your 
rommitment,'" snys the ll!aynL 
"Otherv";,se, by the time you drop l~n 
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URBAN POUCY WORKING GROUP 


September 19, 1994 


Meeting Agenda 


I. O,'erview and Reactions to Draft Workplan (lS minutes) 

Gene Sperling, Bill Galston 

II. Background and Contex! Cor Proposed Subgroups (30 minutes) 

Youth Development -- Sheryl! Coshin 

Economic/Business Development -- Paul Dimond 

Community Reinvention - Chris &IIey 

III. Next Steps -- Proposed Work Sehedules and Signing Up Cor Groups 
(15 minutes) 
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Like Dumbo s Feather, Prospect of Federal Grants 

Gives Cities the Confidence to Fly on Their Own 


By Jt:rnu:r H. BIJtXB.tt:M 
SIG~f R('lUIY!I'~ cf Til, t\ ';'1. $Tnn:T J'Ot'll:O< u 

WASH1KGrO~-Cajl It theUumbopal
adigrn, 

In the c:hUdretfs classi:. Qumbo )$ an 
elepnant who can fir. but he thinks he 
needs tne encouragement· of a "magic" 
feather to get ort the ground. Eventually, 
[)Umbo learns to fly by nimse\r, withQut ttte 
feather, 

In government. the Clinton administra· 
I lion - with a strategy that Vice President 

AI Gore compares to Oumoo's feather - is 
encouraging cities to rebuild themselves 
by dangling the prospect of grants oJ as: 
much as SIOO million, And although the 
dectsion Is months away on wtuch commu' 
nities wiU get "empowennenl zooes," ben
eJUs from the prog:-am aJrea;}, are start· 
ing to flow, 

tn LouIsville. K~'.. local businesses 
pledged ii.iS mmioa to start a community 
devefOpmtnt bank as par! 9f the eity's 
application for a zone. But the bank's loans 
to pOOr neighbOrhOodS wm ~ made re
gardte:ss of woother LouisVille gels the 
federal grant. The same Is true in Detrolt, 
where Ute dty has' pledged to locate ttlret' 
new health clinics in the economically 
depressed "artS {It town that art targeted 
for empowerment·:wOf~ status, 

Across the country - trom Chicago to 
M<»U'"Oe. La. -the elaborate efforts needed I 

merely wapply for the funds'havi! created' 
many small and some large advances for; 
the communities involved. As a result. the : 
empowennent-zone 'ptl)gram is one of the' 
few concrete examples o[ how government 
can instigate change wiUlOut directly 
spending a dime - an oft'stated although 
rarely achieved goal of the Clinton admin
istration, "It's J'l!tppening as we hoped 
for." crows Gene $perHnll, a White House 
aide who llelped develop the program, 
whiCh Congress passed last year, 
Total of $3.5 BUll"" 

Not everyone Is so pleased with the 
tlrngram, which will cost a total of about 
Sl,~ hUUon over hve years, Some Republi· 


. cans dislike its outright grants, prefemng 

the exClusive use of tn(}fe-nexible tax in' 

centlves like their previous proposals for 

enterprise zones. Others dismiss the pro

gram as too Sinal! to do much good: Only a 

few communities actually will get grants, 
and the amount of money, although lal'1ft, 
is tiny eoruparet1 with the problems,

'the pr.ogram will create "empower· 
mrmt zones" in low-income neighborhoods 
scattered in six urban and three rural 
areas around the country, The locations 
selecl~ will be (reated 10 a h:UI!l' infusion 
of federal largess - a tola! of more tnan S2 
billiOn in tax incenth'es in adtiiticm tlJ' $100 

.	million in ~ants to ('nett urban zone and 
$.\0 nHIIiOn to each rural area. The plan 

. also will create 60 urban aM 35 rural 
··i;'l1t\'!fprl$'!" <',}!THnu!'!i!ies," whic~ ""ill E(>t 
grants of as much as 53 million each. 

F"rOm the start. the empowerrnenHone 
effort wasdesigne1 to compel communities 
10 improve themselves no mattt'r what the 
outcome of Ihe enterprise'zone se!ectl9n 
oroCf:SS_ TOWnS and cHies have to compete 
for tlte federal money by ShO\\'ing hO\\' well 
their Citizens aireaay are workin/e \o~ether 
to impro\'e their I()L Th€' b!ares that sllov; 
the most initiative presumably will ~et thl' 
nod, Attordmg tv Hl)usmg and Uroar: 

".,' 

t(; qualify for this bo

Prize· 
Grants to be t>ased 1m. pool at 519 apphcants 

. ".>." ·,,~i"" ':' '. .,'" , .. ' ,..... : 

nanza applications from no 
fewer communities. Monroe.L.a, 's 
bid was live leet thiCk, Memphls. Tenn,'s i 
came witb a1 treasure cites! filled: With 
chocolate doubloons. Baltimore's was de
livered with Kthe help of a high·school 
band. ~ . . 

The rusb far federal gold also produced 
something m'l-re - a lot Of help (or poor
people along, the way. And that. Vice 
President Gore says, "has been a very 
fX}werfuI reai;tkm. Lots of mayors have 
called to say:\hat tOO)' feel as if they have I 
already comefout way ahead just by com· 
ing through this process." ! 

Take SLf!Louis,1 ~ajor corporations (I 

there have pledged to ture more than 3,flOO " 
residents in fihe ta.igeted neighborhoods . 
over the" nex,~ 10 y~. ~i businesses 
and governmant agentJes alSo haVe prom
i~ to spen~SJ30 ~Ulion +.\~:..r the same ; 
period on nrrnec!S In thf>~%GI'I 'For exam- i .... ~l' " u·····n, I • 
pIe. one pubj'c-relations,ct~npany has 00' 
nated Sl00.~ In strYice~o~~'!hepertOd.IO 
belp infonn~.coml.nunH)i ',tlsWetlts about 
the many ne~' ben~nts'l2e1raF.e getting, 

And most)·mpo~!im~t~,. s~y~.Sc()U lntag·
Haln. specia\ assist<Jntl!.P t.lj.e mayor: "'AU 
of the commj ments.gi\'~r t; the empower" 
mcm'zone ar/plica.tion wl!r~gi!en ,based on 
the understa~djngjn\at ,we·m~y never gel 
lheS!OOmiHI"n.",I" ~ '<l ! 

, ", • I,
Chicago is,another Sllccess stor\". The 

mere spect!~~'o! '11nnin'g a ;~IO(t million 
federal gran. spurred the banking commu· 
nit;; to C(,fr.l. it to maKing 5100 miUlon in 
loans ~n~its own! f4r the construciion of 
low-income: using inl the~\'designated 

- areas. Some.t>f rh€ b:anks a.lso ~a)' they will 
open their first branch OffIces in the troo
b!f:d nelghhOrhood,>. 

In Cbica~ as elsewhere. the applica
tion processailsO has left the <:ily with 
something less !anEthle yettl'3.!uable: a 
n,e~ opeonefs a~r-g the o!te~-warrlng 
CitIzens groups that work In these ham
pressed. areas. "Tnt! process is jlhe besl 
Product." sa~s Rosanna Marquez: l1\reClO'r 
of prOgramsffor ~1ayor Richard Dale}" 
"We sai down from the bejtinning' with the 

',I 	 I 

. f 	 ' 


communities that need the help. '" 
"Barriers han> been broken dOwn bt>' 

,Weell whnes and O!8<.:kS. amol'.g UfilLS of 
toeal government. and between the public 
sector and the Dm-ate seC1O::' savs Ml
(haet Allan \Vol1. a professor or la·w and 
tmaor, at the Uni\'ersitr of Richmond. 
"These were precisely the kinds of actions 
chat Congress and the CUnton admjnistra· 
tiOl; were looi;ing for.-' 

"The genie is out of the bOUle,"" a.gT~S 
Mayor Jerry Abramson of Uiuisvitle, "We 
wUl never develop a neighborhood or work 
on a oommunityl1evelopment project the 
same way again. Trus lempowennent· 
wneJ ~ss will be the 001'r.l tor doing 
business in Louisville from now -On." 

Not every .CQTllmunUy was so diligent
about Its applkatHm. OCfidals say some 
failed to take the time requm to Shape 
cooperative ventures or to make the sacri· 
fkes taUed for In the application process. 
Afew towns bave been criticized for dOing 
little more than hiring consultants familial' 
with what the federal government Wanted 
and dra'ang aslick document. 
Problems Loom Large 

Moreover. the S100 minion grant. while 
a .Iot of money in isolalion, is haraly 
enough to solve ~he huge problems of the 
nation's urban centers. "'Tnat much 
money will not revitalize even one block in 
the inner dty,·· Mr. Wolf says. 

-All of which makes the advances along 
the way that much more consequential. 
Phoenix expects to provide tax breaks to 
help construct a CQmmerdal park near its 
alrport, And Detroit expects its auto 
ma~ers and other businesses t9 begin 
providing jab-training to poorer fleighbor
hoods regardless of whetber it gets a rone 
designation. 

It was during A White House meeting 
early on Uult Vice President Gore likened 
this type of ProgTf!ss to the story or 
Dumbl)'s featner. Aller hearing this expla· 
nat,ion, Robert Rubin, the president's na' 
tional economic. adviser and a former Wall 
Street investment banker. asked:. "WttO is 
Dumbo~" Mr. Gore bas since gi'f.'en Mr. 
Rubin a copy of the story. 

Dt'vciopmenl Secretary Henry Clsnero~. 
;;THEiWAl:L STREET JOL~AL WEDNESDAY. AUGUST 21. 1~91 

r 
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Urban Policy Working Group Work~- Directloll and WorkPlall 

OVERVIEW: The foeus of tbe working group will be developing a decision 
memorandum for the President. that reflects" a limited number owtratcgic optIOns that addr~ 
the problems of distressed. economically isolated communities, particularly inner cities and 
the growing concentrations of poverty in these communitic$. The Principals' group, which 
met on August 19; agreed that the President's proper role in bringing solu\ions to bear in 
innet-citles wilt be P!Slvldins, ! plalfllrm !!r vehicle for ..,alyzing substantial privall! secro[ 
jnvolvemem. The workplllll prosented hero for developing this decision memorandum 
attempts to refleer other perceived areas of ""nsensus and first principles that should guide the 
work of the group. The docUment also proposes. division of I.bor for de.eloping the 
decision memorandum. .' 

THE PROBLEM TO BE ADDRESSED: Distressed, economically isolated 
communities, particularly in the'inncr"':cities. Left unaddressed, this prOblem will only lead to 
further economic and social decline for the people who 'live there. for sUrToundiug regions and 
the n.tion as • wbole, Therefore. the working group will focus on federal strategies that will 
empower distressed communities and the' families who live there to develop ('leW approaches 
for learning the skills, making the connections and exploiting t~e niches *at will enable full 
participation in knerlca's metropolitan regional economics. . 

BACKGROUND AND CONTEXT: 

The federal government alone cannot solve the problem. Any options we develop 
must insist on community and private~sector involvement. Given the complexity and depth 
of inner-city problems, we should be modcst about our ability to effect change> and focus On 

interventions that. catalyze non-government action and promote strategies that we have reason 
to believe will work. as discussed wore.fully below. . 

.' We wilt not focus exclusively on people or on places; as with the Empowennent 
Zones initiative. we recognize that we must ba...·(; intervcntions that empower both people and 
places and we must encourage the surrounding metropolitan regions. to invest in solutions 
ratber than exacerbate the ,Problem. 

We cannot do everything we want to. We must maJ<e'·cholCfl. This exercise is about 
developing strategic options that are worthy of the President'S time and attention . 

.We have already started several new programs and initiatives, and arc avc:mging about 
.so cents in appropriations for every dollar requested for the ~iden'~ existing agenda of 
new investments. J • 

1 
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" 

About 27 months remain in the 'Ointon Administration'. first term. For any 
substantive strategics we dc::vclcp,wc must consider whether and how they cOuld be 
implemented by using Or building. On existing aurhorizations and initiatives. 

, . 
, , 

Weheve successfully pursued a number of initiatives that target or will have " high 
Impact in dist",ssed communities and thet stress 'opportunity arid responsibility' ,hemes. 
This exercise should procced with. dear understanding of whet those initiativ .. are, how 
they at< faring, In the,budget process, and the impact they are making or eould make in 
distressed communiti... Attached at Appendix A is • brief overview which describes most of 
'the major initiatives; but is by ~o mea.. exhaustive and is slightly out of dale. These existing 
initiatives reflect an: initial foundation (new authorizations, new funding. or new ' 
administrative activity) in the following areas; , 

Capital Access for Community Development 

• Ufelong Learning Agenda 

Increa,ed Investmenl for Disadv.Dtag~d Children and Fammes (Making Work 
Pay) 

Feder.1 Coordination and RdnvenUon for Distressed 'Communities (the linchpin of 
which has been the promotion of comprehensive, community-driv~n revitalization 
strategies througb the Empowerment ZOnes and Enterprise Communities Initiarlve: and 
the Community Enterprise Board) 

Cnme Act -- S;u.cty and Security of Persons 'and Property O1ld Effective Crime 
Prevention Strategies. 

It should be understood as a given that the Administration-is &immined to proceeding with 
implementing andior funding these,strateglc "senda. Another key, relevant item which the 
Administration will be pursuing vigorously (Wcr th~ next year is welfare reform. All of these 
agenda are described as bnponant planks in the Clinton Administration's National Urban 
Polley Repon (which IIlls not yet been rele.Sed), 

, 

WHAT MORE NEEDS TO BE DONE --, STRATEGIC OPTIONS: The 
framework presented at the 'principals meeting of August 19 (attached as Appendix B) reflects 
options espoused by various Administration officials and outside advocates. There appears to 
be substantial consensus for '''PlorinS additional option. mtbe follOWing arcas; 

Youth De.elopment 

Broader Economic Deve!opmentlrax Incentives to Stimulate BUSiness Growth and 
Job Creation In All Distressed Communities 

" 

2 
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Broader CommuDity Reln.entlon Strategies 

. The working group should aim to prcscntstrateglc options in these three core .reas for 
the President, For each are.. a sub-group would he charged ,with developing specific options. 
Each sub-group would be asked 10 develop oplions and ",ake a presentation to tbe overall 
working group by • specific date, Described below are more specific "marching orde~" and 
principles which 'should guide Ihe work of each subgroup, ' 

It should be o()ted, fiI$!, thaI a f.;w items listed in Appendix B are .eparable and are 
being pursued by other working groups. Those effortS, described below, can be presented 

. separal<ly to the UJban Policy Working Group and. if appropriate, reflected in the urb... 
policy decision memorandum. The separable. efforts are: " ... 

Inlmtructure Bank, GSE or Financing: An I,IEC working group is de";eloping an 
options paper (or th~ President that is expected to be complcted in late Scptember or 
early October. 

, 
Natlo".1 HomeownerShlp Strategy: Secretary Cisneros is leading a working group 
that is developing a proposed national strategy for the Jtresidentfs consideration. ThiS 
would be a non-budgetary, private seCtor initiative. The general consensus s,eerns to 
be Ihat we should do this if the proposal is worthy of. Presiden!ial initiative. In other 
words, it will be evaluated on' its merits and should not be viewed as competing with . 
other initiatives. Fot this reason, we Inay not even' need to address it in the context of 
the urban policy working group. ' . 

Act... to'Prlvate Capital Access: An ongoing Ope-NEC working group will ,be 
addressing options for leveraging or extending eRA Refom1 and GSE Investment 
PartnershiPs as well as other capital access issucs, 

Relnvenllng Educallon, Training and Reemployment Programs: An ETR 
Subgroup, led by Belle.Sawhill will be working on this issue throughout the fall. 

Two additional areas of importance should b. addressed but do not seem appropriate 
fa, broad interagency deUbetation. W. recommend that these issues be addressed as follows: 

~."' 

Addressing !Iui HousIng Problems 'of Url>l1a America (Reinventing Public 
Howlns, Consolidating HUD programs, Fair HOllslng EnloKement): HUD is 
pursuing this agenda, particularly as pan of its budge! process, It could be an 
important plank of an urban 0';- community empowerment strategy, however, and 
therefore we recommen~ tbat HUD be tasked to make ,a presentation to interested 
m,mbm of the working group and that this group ,make recOmmendations as to 
wnether and hov.: ,these issues should be tlddrc$sed in lbe I,1pcoming Presidential 
decision memorandum. . . 

3 
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Urban 'Environmental ProbJ,ems: Several 9utslde advocates strcss that'thexe are 
difficult environmental COSts and barriers f_he prevent redevelopment of urban 
'brownfields.· Some bills are pending in Congress on this issue .~d propos.ls have 
been offered; fot'example, by Mayor Rendell. W. recommend that EPA and. the 
Office of Enviro!llllental Policy be taSked to make a presentation to interested 
members of the working group on the.tatus of this issue and any othe, irnponanl 
urban enVironmental issues· and' that this group make recommendations as to .whether 
and how they be addressed in the upcoming !7esidenlial decision memorandum. 

COMMUNIC.ATION STRATEGIES: No maner what stratt/jic options ar. recommended 
to the President; we need to begin to make the public aWare of the good things we ai. doing 
to' help distressed urban ,communities and cities In general. A small, cor~ gr0!lP, win be , 
tasked 10 develop a communications strategy. The sub-group would consider. for example 
whether and how to use the upcoming National Urban Policy Report and proposed urban 
dialogue as a focal point for ,nicul.ting Ille message. 

PROPOSED SUB-GROUPS: 
.' 

Desc:rlbed below are the specific rationales for eaeh subgroup and instlUcnon. th.t are 
specific to each substanrive area. However, the feHowing general advice and instructions 
apply to all three subgroups, 

.1. Dev.lopFour Types or OptIons. Each group should develop: , 

(1) A Relm·ention Option that emphasi~ reinventiont consolidation Or targeting of existing 

programs. private--scctor outreach, and interagency cooperation; 


Assume that new discretionary resourees will be very limited in 1996 and beyond. 
The Budget Enforcement Act discretio,nary cap forces's. zero sum game, with little room for 
large-scale new initiatives. Effective use of scarce resources require.s developing an initiative 
thaI is small·in cost if not in scope. relying on existing funding sources and on l""aUpriv.te 
sector participation. Attention, thC!efore~ should ~ di."tcted at: (1) increasing the efficiency 
of and rc:ta:geting existing. programs, including Clinton initiatives such as Goals 2000 and 
School-ra-Work; (2) regulatory relief and statutory reinvention; and (3) intangible rewards 
for local efforts and progress such as national recoguition. 

(2) kLfmiled New In••stment Option that would propose an inili.tive that would inve.t 

between SO - $750 million; 


(3) A Bold Option that would propos. and initiative 'hat would invl:sI between $ 750 and. 12 

billion; and ."' 


(4) A To. Incentiv. Option that would attempt to achieve the goals of the group through a 

tax: incentive. . '. 


4 
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II. Consider Ibe Foll."'og Quesllons. In developing these option.; tlie subgroups must 
consider. tbe [,,!lowing questions: . 

,. . 
(l) Does lb. option catalyze private seclor Involvement? The President's urban policy 
should provid~ a platform or vehicle for catalyzing subStantial ~vate sector'involvement in 
addressing p,roblems of inner dties. Given fiscal constraints. private SeCtor resourceS - 
combined with rtsO~TCes from foundations. nonprofits~ and lo9J,govemments -- !lre crueial 
to any urban :revitalization effoI1. ' 

(2) no•• tbe option build on exl.ting Federal errorts? Any new initiative sbould build on 
the el'foI1S and StrIIctures already developed, Among other tblngs. we should build on the 
Empowoment Zonc:/.En<erpri', Community (EZJEC) .initlative. 

(3J Does tbe option attock tbe social and economic Isolation or concentraled poverty 
populations2' Over the past twO' ~ecades" poverty has Oecome.'IDore concentrated in, cities; 
many central cit}' governments have been fiscally strained and their basic services. including 
$Ohoels. have decayed. Regardle" of thespcclfic focus (e,g,. education; youth development. 
child health; job deation) increased pubUe and private sector resources and attention should' 
be directed to reducing problems associated with concen~ated povert~ in urban areas. 

(4) Does the option address problem ••r youth development? Within the concentrated 

poverty population, the focus should be on investments in and economic, opportuniries for 

disadvantaged youth, including increasing educational oppo'nuriities and access to jobs and

vocational n ainJng, 


(S) Do•• Ibe option forge metropolitan-level eoalltlo.; .nd >It'tegles? The economic and 
social destinies of cities and suburbs are interwoven, Many urban problems spill over local 
pOlitical boundaries and affcct cvcry metropolitan area resident to one degree or another. 
Unfortunately. political fragmentation, reinforced by patterns of Federal and Stat. funding, Is 

, often a major obstacle to forging a metropolitan-level coalitioJ,l"and strategy. Because metro 
areas generally fun(:rion as single labor and housing markets, urban initiatives should 
encourage metro-wide coordinati~, 

(6): Th:les the option foster reinvention and reform? The Federal response to urban 
problems has historically been fragmented and incomplete. perhaps in paI1 • consequence of 
jurisdictional boundaries of borh Congressional committees and Federal bureaucracies. We 
must lie together the current set of disparate in;tiatiVes~ and move beyond a laundry I~st of " 
resource-srarved investment proposals at HVO and elsewhere: -Similarly. we must challenge 
state and loca! leaders to consolidate and qetter coordinate their programs. as well as 
overcome impediments created by jurisdictional boundarie~, , 

(7): D..,. !he option Iner .... accountabllity !l~sed lll! performan••? New Federal

initiatives mUSI consider how to incoworate accountability based on performance. 'Sucb 
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accountability should b. 'the p",rcquisile for new funding and broad discretion In the loCal 
choice of means. 

(8) DOes the option have a stroog tbematlc focus Ihat is consistent with the Olnton ' 
Administration's ·oppClltUniry· and "responsibility" message and which wil! help sell it to the 

, public and the: private sector? 
" ' 

(9) Can tbe option b. achieved wllbout new statutory authority? Rather than hold any 
urban initiath'e hostage to a new Congress and to ensure that visible progress is made hi the 
next twO years, subgroups should consider what steps can ~~ taken within existing authorities 
to attaCk, tonccnttated urban poverty. At the same time# the groups should think about what 
process CQuld lead to an eventual major restructuring of urban programs. 

" .' 

" 
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UL Specific Guidance for Each. Subgroup 

A. Youtb De"elopment. 

Rationale tor SUbgrOup: Although there are numerOUS existing and new programs that target 
disadvantaged youth (e.g. JTPA Title II, SehooHo-Work High Povorty Ar•• Grants. 
Youthbuild, new crime prevention programs), ene of the focal points of the crisis in inner
cities is the lac!< of SlIong families and social L,frasttucture for raiSing children and preparing 
them for college or the worldo! work. Because existing targeted youth development 
programs. particularly" job training and employment programs. reach only. fraction of eligible 
. youth in need. a focus on building community 'youth development" infrastructure is needed. 
The alisence of such focus is lbe weakest Iinki. existing youth development poliCies. In 
particular. we are not effectively linking fraimngand other youTh service programs with job
related institutiOns, employers and mechanisms lhat cr.... jobs. A foeus on youth 
development infrastructure aJso- tnafes sense as a strategic option for a Presidential initiative 
becau~e such community building win require publit; prlva;te and community col1aboration 
and Presidential leadership would help to focus public attention on the issue and attract 
substantial private sector participation. This issue .lso coincides with the public's strong 
concerns about yo.uth and crime. 

Types of Strategie, thai Must B. Considered Options for addressing needs of pre
Kindergarten children and strengthening families; options for mentoring and development of 
youth ages 1(}-18; and options for job linkage (conn.cting to employment) for inn.r-city 
youth and young adults. . . 

The ETR Subgroup on Overcoming Discrimination and E>:panding Economic 
Oppottunity is ncar· completion on a working paper that wlll address, among other things. Job 
linkage strat'gies, This should be • starting point or the core work of this group. Belle 
Sawhill's ErR Subgroup on Consolidation' of Employmen!/Training Programs should .lso 
provide input into this effort. 

All options could b. tied to • National Campaign for Youth Opportunity and 
Responsibility -- lh. private-sector. non-budgetary initiative described in Appendix B. ' Th. 
subgroup should alSo e.plon: the potential for thi' campaign and how it could be coordinated 
with these policy alternatives. 'Jf"" 

Do not forget to develop a tax-based option. For example.. the Administration's, 
original Empowerment Zones legislation offered an incentive for einployers outside the zones 
to hire. zone residents. 
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2. Economic Development. 

Rallonale for th. Subgroup:. As indicated in Append;" A, tbe Admin;."ati<>n bas initiated 
anumber of 'programs t~..t will promote economic groWlh in dislTeSsed communities. 
How~v'er, there is some (;Ol1cc:m that these initiatives will benefit II lucky few eom!llunities 
(e.g, 104 ""nes and communities as part of the EZ/EC initiative), that the existing tax 
incentives do not adequately support commercial development in low-income areas and that 
the existing.diseretlonary efforts are overlapping .nd fragmented (e.g, CDBFI Act, National 
Community I!cDnomie PartnetShip (passed with Crime Act), Commerce Competitive 
Communiti.., HUt> NCD!, SBA One StoR Capital Shops). 

Types of Strategle. that Should Be Considered: 

A "Business Development Agenda' fOr distreSsed communities which emphasizes 
inves!ment and l;oordinarion of existing priorities like the CDBFI Bm. One Stop 
Capital Shops,etc. 

A ,Tax Credit or Incentive that Is designed to spur business/commercial development in . . 

all distressed communities. 

A taX-b~d option fO.T a "follow-on""to EmpOWerment Zon~ and,Entcrprisc 
Communities, '(Tbis could be devised to reword existing llZlEC applicantS or to 


. require 8 second round of applications) 
. . , 

In addressmg these options. the gt~up should consider how and whether suc'h incentives could 

be: tied to existing Or new vehicles that require: a planning process. e.g., the lvlEZ proposal, 

Commerce's Competitive Commun~ties initiative, etc. .-' 


3. Reinventing Go ••rnm¢nt I Promotion of 'Bollom-up," Community-Driven 

Initiatives. . 


Rationale for the SubGroup: The Empowerment Zones and Enterprisc: Communities 
initiative spurred over 500 communities around the country to undergo a comprehensive 
planning exercise that brought together community, non-profit. private-sector and local 
government players around avision for change. The response to this process has been 
overwhelmingly pOSitive. (Se. Appendix C, Wan Stree, journal 'Article) The EZ/EC 
initiative also spaWnnd the creation of the Community Enteljlrise Board, which in the year 
since its official creation, has institutionalized cooperation among some 15 federal agencies in 
responding to the comprehensive plans submitted by EZ/EC applicants. The PACT process 
has also !C$ultcx1 in sustained intcra8~cy attention among: six agencies around comprehensive, 

community-driven violence prevention strategies and the upcoming implementation of the 

Ounce of Prevention Council (passed and funded by the Crime Act) Win further 


. institutionalize such efforts. Many ag.encies are alsQ promoting programs and strategies that 
emphasi"" community-criven planning and)mplemcntation (e,!!. National Service, community 
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policing, EPA Environmental JUStice project). Thes. developments have raised several 
iinpe:ratives and concerns. First, ~hc tremendous new energy an;i, coml11itment generafed by 
til< EZ/EC process should no. be loS!. All 500+ applicants should receive encouragement and 
assistance for folloWing through with their visions, 'Second, as the Prcsicient1s draft National 
Urban Policy Report emphasizes, distressed communities and their reside~ts must find viable 
niche. or opportunities in th.ir surrounding regional ecollomy or they will only become 
further iSOlated. Communiti•• should be encouraged and rewarded for engaging In 
comprehensive p,lannmg processes that promote inetropolitan:-wide or regional solutioDs to 
!noer-city problems. ThW, we should provide a structure that make. it easier for all 
distressed communities to, learn about, coordinate and innov3tivc:ly employ existing funding 
streaxos. ' 

'l)1p•• of Slrategie, thaI Should B. Considered: 

Promoting metropolitan approaches to solving urban problems and providing 
inet:ntives for regional·eoo~radon. This would include cOMidcmtion of the MEZ C 

proposal, which proposes, among other things, "report card' rankings linked to 
rewards/sanctions to promOte national goals, metropolitan cooperation and 
accountability. . 

A nOn- or low-bUdget approach to a "follow-on' to Empowennent Zones and 
. Enterprise CommUnities. (This option would be. eonc<med primarily with providing 
incentives for existing" EZlEC applicants that do not get designated to follow-through 
with their plans - as opposed to, being the basis for • second round of applications. 
Strategies coutd,include'legisl~tive waiycrs; building oI}t the PACT Pr<;>ccss Or a TIDD

budgetary version of the MEZ Option). 

Wi.h both of these options, eon,ideration should be given 10 how'and whether we should 
strengthen mechanisms for aggregation andlor coordination of agency. initiatives (e.g. PAcr. 
National Service, Competitive Communities, community policing) that are designed to 

"promote com~unity.. based and community-dnvcn solutions to problems of distressed 
communities. 

AdditIonal Issues 10 Consider: 

Should tbe Clinton Adminlstl'lltion aclively f.cllltate dialogue and development of 

national cansensus? The urban cri.is is, in part, • crisis of values and lead. to feelings of 

powerlessness and cynicism that undennine democratic solutions. A renewed conversation 
abour fundamental values and goals may be • prerequisite for building I~l and ';.t!on.l 

majorities in support of fresh solutions. What role should the President .nd others play in 

fostering and leading a conversation about urban values? W6at incentives and structure 
should be provided to foster local dialogUes? ' 
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APPENDIX A 

'EJdstlng Poli<lesand Funding. 

In Ih. past year and a half, we have pursued' new Initiatives and Increased funding In 
four broad arC:as that directly affect distressed communities and/or disadvantaged individuals: 
(1) Capital Access and Community Development; (2) Lifelong Leaming/Human Capiral . 
Investments; (3) Feder.l Coordination and Reinvention and (4) 'The Crime Act -- Safety and 

, Security of Persons and Property. . 

A discussion of health Care refonn is beyond the scope of .his paper. However, 
refunns designed to achieve universal coverage should disproportionately benellt urban areas, 
as they bave high concentrations of uninsured residents. Welfare ",form, which is slso 
discussed below, will have similarly CQncc~trated impacts in urban areas. 

'A. Capital ACcess aDd Community Development. 
. 

In the ftrSt year of the Clinton Presidency, the Administration focu..d heavily on the 
, issue of access to capital for undcIScrved communities. We produced a series of interrelated 

initiatives that amount to a credible capital access agenda -- one that provides incentives 
both to build community-based lending and underWriting capacity and involve the , 
mainstream banking secior. In addition, the Administration bas pursued several in!tlatives 
designed to foster tC<.'lnornic development and job creation in low-and moderate-income, 
communities. These initiatives in~ude~ 

a. CRA Reform. 
b. Community Development Banks and Financiallrlstitutions. 
c. Empowennent Zo~es 8.'1d Enterprise Communities 
d. SBA Olle Stop Capital Shops 
C. Olpital gains roUovcr and exclusion for investments in S~BICs 
,t Individual Development Accounts (Welfare Reform Bill) 
g. Microentcrpris. Demonstratioe. (Welfare Reform BiU} . 
h. fair Lending Enforcement . 
i. HUD-GSE Home Ownership Partnerships; HUD Pension Fund Investment 
Partnerships 
j. Pennanent extension LIHTC, Mortgage Revenue Bonds 
k. HUD Neighborhood and Coml!\unity Development initiatives: UFT, Conununity 
Viability Fund, Sec. 108 -- Economic Development Initiative, National Community 
Development Initiative (NCO!), Zone Economic DeveloPment Initiative (ZED!). 
I. Commer",,: BDA Competitive Communities.· .,' 

Appropriations Issu." W. were successful in procuring $3.5 blllion (of an initial 
request of $4.1 billion) in tax Incentives and flexible grants for the Empowerment Zones and 
Enterprise Communities Initiative. On average, we arc receiving about ~% of OUf capital 
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accessIcornm"nlty development appropriations requests for FY'95. The following are·Some of 
the key community development items. ' , 

(1) CDBFI -- Amount requested for FY9S: $144 mUlion. Anl0unt appropri ..ed tOr 
FY95: $ 125 million in Senate. There will be • diversion of up to 113 of funds for 
subsidies provjded for under the Bank Enterprise Act. .~ . 
(2) SBA One Slop Capital Shops -- Amount requested for administrative costs for 
FY9S: $3.57 million. Amount appropriated: SO in Senate; $1.786 million in House. 
(3) EZIEe Zone Economic O¢velopment lnltiative (ZEDI) -- Amount requested for 
FY 9;': $$00 million, Amount appropriated: $400 million to be divided among ZED!, 
and otber !IUD Projeet-based·Community O¢velopmcnt. 
(4) HUD Project-based Community Development -- Amount tequested for FY95:. 
$300 million for UFT, Community Viability, Colonias, .,:,c. Amount Approprialed -,
$400 mmion to be divded among ZEDl and !IUD Project-based Community' 
Development. " 

B. UfeJong learning (Human Capital rnvestment for Disadvantaged Populations). 

The President!s Hfelong learning agenda aims to systematically increase the 
oppottunities for ordinal)' Alilericans to learn and prepare for participation in the nOW 
economy' with the expectation that tbey will take: tespons~bility.. fot their economic futures. 

, ' 

1. Families, children and youth, By thc.elld of the fUst session of Congress, the 
Administration will have in place several of'the elements of a comprehensive foundation for 
child readiD'::SS to learn and inereasing the capacity of new cohorts Of children and youth to 
fmd clear pathways to successful entry' into the'labor market and higher education. Elements 
of this foundation Include: 

a. Increased funding for W1C, childhood immunization; Headstart . 
b. EITC Increase to Make Work' Pay for Families with Children 
c. Goals 2000 and ESEA r.authorization 
d. School-tO-Work 
e. National SelVicc (50%.targeted to utban communities C.heekj) 
r. Dramatically expanded studencoid through more affordable and flexible student 
IQans: 

, Appropriat!ons/Implemelltatiall Issues: For FY95 ton!lJ"SS is appropriating only 
about 50 a:nts on average for every dollar increase requested in our budget for these 
programs. For Head Stan we obtained only about 28 cents for every dollar in increase. 
,.quested for FY9S. In addldon to problerns.with f·.nding; We face difficult implementation 
challenges. Th. Head Start and childhood immunization expansion, Goals 2000, School-to
Work., ana National Service/student ,aid initiatjves ate at the beginning: of a multi-year 
campaign: of impleJ:llentaticn that wiU require sustained, effo~s if we arc to achieve our 
ambillous goals. Goals 2000 and SchoaJ-'o~Work, for example, will !«jllire 10 years of 
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$)'Stematic reform and persistent efforts to influence .the behavior of states. . , 

b. Adults and olaer Youth. The basic principles of the proposed Reemployment Act 

(REA) include (1) transforming lbe unemploymcr.t system '0 that most dislocated wod,,:rs get 

back to work faster; (2) enabling the few dislocated work.IS with obsolete skills ,to obtain 

extended retraining for neW jobs; and (3) encouraging the development of effective one-stop 

shopping centers for relevant labor market information, Wc are hard at work with Congress 

and the relevant constituency groups to embrace these prinCiples. but the pro$pCct for passage 

of REA is uncertain'" this point. (How this effort to agree on basic principles will impact 
our ability to transform aU vocational, adult. and usecond chance" training programs that arc 
subjecf to reauthorization in t3c nexf Congress is also u~rtaln,) 

.' 
Autborlzation Issues: REA may require e>!enslon of tbe 0.2% FUTA fax in the out 

years. and some increase in fUnding,to encourage leading states and localitics,to implement 
effective, pelformancc-drlven reemployment and one":stop approach~. 

C. Federal Coordination aDd Reln..nlion ror Distressed Communities 

CGmmunily Enterprise Board. ,On September 9, 1993; the Preside., established 

tbrough Pxesidential.memorandum the Community Enterprise Board. The Board is chaired by 

the Vi"" P,esid..,!; Bob Rubin and Orro! Rasco serve as Vice-Chairs. ' Since Its 

establishment, staff at the IS agencies repres~nted on the Board have been working hard with 
HUD and USDA in implementing and administering the empowerment zones! enterprise 
communities program. In' addition, the Board has been assisting the Smtes of West Virginia 

and Indiana in implementing their plans to provide for the seamless delivery of scores ~f : 

fe~ and state child, •• and family programs through comm;;llity-bas.d outlets. A 

subcommittec of the Board has aJso been worldng on policies related to economic 

development in Indian country. "Finally: wc'havc ha'd some success in working with Congress 

01i The Local Flexibility Act~ whic.., would give agencies all the Board more waiver 3'I.lthority 

so that the Board could respond to comprehensive waiver strategies. 


Lac.1 Empowerment and flexibility Act of 1994. Coumless governoIS, mayors, and 
. community. organizations contend that what they neod 10 redress the ills of our d=ying 


""ntraJ cities is more flexibility in exiSting 'programs - not more federal funding. Such 

flexibility is also critical in order for us to fully support the desipaled zones and 

communities. For these and other reasons. including the fact that NPR recommended such 
action, we have worked hard to obtain legislation that ~outd provide us with this flexibility. 

, During the delibe~ations on S,4~ tbe National Competitiveness Act~ Senato~ Hatfield 

introduced as an amendment regardL~g flexibility that is similar to language that the 

A~ministration drafted shared with Congress. This proviSion appears as Tide XI of SA. and 

allows tne Commup1ty Enterprise Board to select thirty sites'to, receive spec~l consideration 

and treatment from the rederal government with xespect '0 its prngrams -- including 

l2 
.' 



WHITE BOUSE/NEe ~014/019 

specifically administering programs in the manner specified by the approved plans and 
< "waiv[ing] any requirement under Federal I""," tbat is ·re..ona~ly necessary for the 

implementation of the plan" and 'approved by a majority of members of the [Board]." The 
proviSion waS presented to the House confmes on Augus! 2. 1994. <Because some believe 
that this provision may threaten S.4. we have been asked not to work for its passase. 

Pulling America's Communities Together. Pulling Ainerica's<Commuruties Together 
("PACT') is an inter-agency effort designed to empower communities to ,educe crime and 
violence. (Agencies involved In this effort include Education, liUD, HHS, Labor, Iustice, 
and ONDCP) Through PACT, the federal' government fost.", and supports lb. development 
of broad-bas.d. holistle state and loco! effort. designed to sceure community s.f<ly. It 
nc~mplishes these Objectives by asSisting eommunities in ~eveloping violence-reduction 
strategie.; developing a database t~at will link local jurisdictions to specific federal 
departments" agencies, and programs; and cC¥>roinating the delivery of existing relevant 
federal programs. < 

The inter-agency'group has started PACT' projects in four sites: metropolitan Atlanta, 
the City of Denver and its surrounding counties, the state of Nebraska$ and Washington,. D.C. 
These sites are working hard reviewing the crime problems of their j~Iisdictions and 
developing solutions to address those problems and have generated slrOng ·responses and 
cooperation in those sites. Howevc:r~ the' extent to which these sites succeed at reducing 
crime/Vioiencc is unclear at this juneture. 

"
D. The Crime Ad 

The Crime Act contains several key provisions of importance to Urban areas, many of 
which ~ffer direct grants to, m,unieipal go...·emmtnts and community-based organizatiOns. 

D. The Crime Act 

The Crime Act contains $e.~eral key provisions of in;portanee to Urban areas, many of 
w}dch offer direct grants to municipal governments: and t::ommuDity-based orgahizations._' 

8. CommunIty PoliCing -- 100,000 Cops. $8.8 billion. Hal! of the 100,000 neW 
<police will go to large eilies and counties (over 150,000 persons). 
b. Ounce of Pr••entloD Council: 590 million In grantmai<ing ••tbority for innovative 
cblldren and youth programs and coordinating authority for aU new federal youth< 
dcVetopmCl'lt and youth-oriented crime prevention initiatives. 
c. Community Scbools and Cblld-Centered Activities. (Family and Community 
Endeavor. Schools -- FACES) $810 million for after school and year-round 
extracurricular programs (lS67 administered by HHS; $243 administered by DoED). 
d. Lotal Partnership Act. 51<620 billion for formula grants<to thousands of American 
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cities for UDspc.;i!ied educational, job and drug neatment' programs that prevent Crime. 
e. Model Intens(ve Grants. 5626 mution for comprehensive crime. prevention 
programs in lS chroJ1le, high-intensity Crime ",us. Competitive program 
administered by 001. , I 

f. Gang PreventIon. GREAT (Gang Resistan", Education & Troining) program, 
S48million, .dminlste",d by Treasury. , , 
g. Lo<al Crime P",ventlon Block Grant,. Total of S3n million in formula block 
grants thai can be used for 8 variety of purposes that w~ spor,sored separately in the 
firsl Conference Report. e.g., youth employment. gang prevention, Hope in Youth, 
Anticrime Youth Council., Boys and Girls Clubs in Public Housing, Police 
Panne"hips With Children, Olympic youth Development, Child Visitation Safety 
Visitation, and MIdnight Spons Leagues, , 
b. National Commullfty Economic PartnershIp, $210 million in matching funds for 
building capacity of COc., to be administered by HHS (COmmunity Services). 

In sum, the Crime bill contains $8.8 billion for new cops, ove,'51.3 billion in new funding 
for youUl development, $2,25 billion in new funding for local governments to develop crime 
prevention straregies in high crime areas) and $270 million for. community-based 
development organizations, Initial funding for most pre\'cQtion programs win nOl be 
appropriated until FY96. The following ..:eVant prevention programs received limited 
appropriations for FY95: Ounce of Prevention Council ($2 million); Family and Community 
Endeavor School' (~26 million to HHS; $11 million to DoED); and GREAT ($10 million). 
All funding is subj,t:! to discretionary 'pending caps. However. because the funding for the 
Crime Act ,is tied to a '''use-it-or-lose-it-to-defjcit-reductionio"trust fund. Ihis funding is 
likely to materialize as cuts in the 'F.deral workforce proceed. Be"""s. this funding ;s subject 
to discretionary budget caps, opportunities for additional discretionary funding for 
interventions targeted at youth or distressed communities may be extremely limited. 

E. Welfan: Reform. 

" . 
The President's Work and Responsibility Act proposes to make welfare a transitional 

program designed to move people into work as quickly as possible, The proposal would 
transform welfare by imposing time limitS and work requirements while enhancing funding 
for education, training and employment servic<s. If passed nnd funded, by the ycar 2000 the 
Bill would result In the following key impacts: . 

. 400#000 subsidized new jobs will have been created, most in high unemployment 
urban areas.' Almost 1 milHon people will either be' off welfare or working, as a result 
o{timelimits and work requirements for. AFDC recipients born after 1971. 

. Fed",al child support collect.icn. will doubie. 

, Teen pregnancy prevention' programs will be operating In 1000 middle and high 
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schools in disadvantaged neighborhoods. 

. All hospitals will have programs in place to establish patemity at birth. And a 
national clearinghouse wiU be in plaee to enable inter-state tracking and enforcement 
for child support payments. ' 

Tee" l'rollllllOcy PreveDUonlnlllaUve. 'TheCI;;,ton W .. ifare Reform Bill contains 

one key provision that, it passed and funded, could provide. foundation for broader strategic 

human capit'l1 interventions in. distressed urban communities. Under the Teen Pregnancy 
.Prevention lnitialive, about 1000 schQolS'and community-based progrilll1' will be provided 
flexible grantS, ranging between SSO,OOO and $400,000 eacb. CalIUllunities will be expeorcd 
to' uSe these funds to leverage other resources to implement teen pregnancy prevention 

. programs that bave local community support, Funding will be targeted to schools with the 

highest concentration of at-risk youth. The goal will he to work with youth as early as age 

10 and to establish continuous cOnlact and involvement through graduation from,high schoot 

Each local program will he supervised by professional staff and, where feasible, will be 

supported by • leam of 5-7 Nalional Serviee participants. The Bill requests authorization of 

$300 million over six yea", for the Initiative plus an additional S100 million for 12 cast

intensive. comprehensive service prevention demonstrations. The.Initiative also commits the 
President to leading a national campaign against teen pregnancy. National goals may be 
developed (0 'guide the campaign. and a ,non-profitt ,non-partisan prlv~tely funded entity may 
he established to pursue these goals by involving and cballcng!ng a wide range of private 
sector~ non-profit. reli~iou$ and educational institutions and partners. 
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APPENDJXB 

Urban Policy Rev!ew: Issues .nd Direction 
(previously Distributed Draft) 

The Problem: Distressed, economically isolated communities, particularly inner cities and 
the growing concentrations of poverty in these communities. Lef. unaddressed, this problem 
will only lead to further c:eonomic and social,decline for the p¢eplt who Uve there, for 
surround!", regions and the ~atlon as • whole. Thus, Ihis policy review wlIl, focus on solving 
the prablem.t; of distressed communities and the people who Jive: there. We wilt nOt focus 
exclusively on people or on places; as' with the Empowerment Zones initiative, we recognize 
that we must have policies thaI help both people and pl.ces, Ali the President'. draft National 
Urban Policy Report emphasizes. distressed communi.ies .nd tlIeir residents must find viable 
niches or opportunities in their surrounding regional economy or they will only become 
further isolnted. 

, , 

GDals of Urban Policy RCl'iew: .To develop a decision memorandum for the "President that 
reficds various strategic options for addressing the problem. The options would reflect 
cOutSes of action h. should consider taking both with respect to the IT 96 budger and in the 
coming yenr. 

Strategic Options: Although the problem focus is distressed urban communities, the 
strategic optiDns,for addressing this " issue range in scope and focus. Potenrial options fot. 
addressiog tlie problem can be placed in the follOwing categories: (1) budgetary programs 
th.t focus exclusively on distressed communities or poor populations; (2)budg...ry programs 
tbat have a broader focus but will have a concentrated impact on distn::ssed communities, (3) 
non-budgetary, private seClor initiatives; and (4) non-budgetary efforts that focus On . 
governance and process. Using this framework, a working group would consider a range of 
options and ultimately present a limited number of core strategic agendas to the President in 
the [ann of a declsion memorandum. The following is • list of some of tlle types of 
initiatives tbat might be considerc!1. none of which are mutually exclusive: 

1. Direct Expenditure, for Distressed Communities. 

Disadvantaged Youth Devel.pment and Employment Strategies: options include 
(1) Community SchoolS/"good shepherd partnerships"!o develoP' youth and empower 
parents (Crime Bill/Welfare Reform); (2) Job Linkage NetWorks (identify and invest 
more in mOSt effeClive existing programs); (3) Dircct Job Creation for Disadvantaged 
Youth and Adults (Y.E.S. program iri Crime Bill); and (4) Neighborhood I 
lnfrastructun: rebuilding effort' that will employ residents (LA Joblink Project; HUD 
Section 3 programs).' 

Tax Credit ror CommerciallBusin... ne.e1opment)n AII,DIsIr<.,ed Communities: 
"e,g., 5% lTC, analogous to the LIHTC, for opening clusters of retail, commercial and 
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SClVI<:e .stores In dis.tressed "",as. Such tax incentives might also be made available 
for clean-ups of industrial sites~ supporting minority entrepreneurship and investments 
in telecommunicatior.s infrastructure in distressed communities. 

., 
Fully Fund (or expand) Existing priorities for DIstressed Communll/e.: CDSPl', 
SBA Oti. Stop Capital ShoP.; Empowennent ZoneslEnterptise Communities additional' 
appropriations (ZEDQ; Head Start incr.as.s, ESEA.· , . 

Metropolitan Appro.cbes; Proposals, such as the MEZ proposal, that would use 
DeW expenditures to stimulate comprehensive. metropolitan-wide solutions to' urban 
distress -. ~luti2ps that cou.lsl ~ on !llY ll! the !l:Z! ll! stra\S&ie. mentioued 
alz2ve. MEZ proposal features a nalional di.lollue to bUild national and regional 
consens.s on an ·urban report card,' planning grants, and flexible funding and 
program de;egulatlon to 12 regions. 

Low-Budget Option. for EZIEC Round. II. Low--cost tax incentives or building on 
ihe PACT pro<:oss to reward EZ/EC applic;mIS Ih.t do not win EZIEC deSignations. 
(Se.· also Don-budgetat)' wai.ers option below.) 

l. Broader Focus Expenditures with High Impact on Urban Distressed Communities. . .. . 

Llt.long Learning Initiative, Would inchlde increased funding for Goals 2000; 
School-to-Work (especially existing grants for high-poverty areas); Incorn.
contingent loans; National Ser.vial cte.. . 

Sarety aDd Security: Fully funding community policing/COps, drug courts, etc, 

Infrastructure Bank, GSE or Financing, Infrastructure Working Group will 
complete an options memo. in September which will include discussion of targeting to 
d{stressed communities. . 

Mayors' PrIorities: Resloring Historic Rchabili13tion Tax Credit and other changes to 
1986 Tax Act. 

.' 

. 3. Non-Budgetary, Prj ••le Stctor Initiatives. 

Nallon.! Compaign for Youth Opportunity and ResponsibilIty: Sct national goals 
{or youth, development and economic integration. Create a national. non
governmental entity to pursue these gqals and attract pri,vate-sector capital for Jocal 
youth development partnerships. Use the Ounce of PJ'eVention Councilor Community 
Enterprise 'Board to coordinate federal efforts and provide a clearInghouse: on best 
practices, 
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National Homeownership 5tnt.gy: 'U,e tools of HUD, FHA, Fannie and F",ddie 
to pm.ide low- and 00- down payment loan. to eligible 10"'- and moderate-income 
purchascIS; cOordinate outreach and education to genera~C' a national homeownership 
rate of 66 percont by the year 2000. Campaign would he led 

" 
primarily by HUt>, . 

Access to Private Capital: .Use lovo"'ge presented by eRA Refonn and GSE . 
Investment Partnerships to increase investment by mainstream financial sector 
(including entities not currC1ltly covered by CRA) in undetservcd markets. (Credit 
Acces. Work!ng Group is beginning to address such options.) 

4. Non-Budgetary,.Governanoe!Proce •• Initiatives. 

Metropolitan Empowerment Zones and In.enlt... for Regional Cooperation. 
(Non-budgetal)' version.). The MEZ proposal could be pursued in G' budget neutral 
fashion by seeking statutory authority·to Cte.te flexible funding awards from existing 
programs .and use these as incentives to promote regional cooperation. _The National 
Dialogue on Metropolitan Solutions, as called for in the. National Urban Policy Report, 
could be uscd as •campaign for passage of such logisl.tion. 

Wai••rs/Local Flexibllity Act -- ElJEC Round II. (The Local Flexibility Act is 
still "pan of the Conferenee for 5.4 and could pass.) Could be used to reward EZIEC 
.applicants that did not ,eeeive EZ or Ee de'i~ation'. " 

Mayors' Priorities: Unfunded Mandates (GlennIKempthome compromise would 
require an authorization to fund any new mandate); Federal Urban Purchasing 
Preferences; urban lo~ation preferences for Fed~ral facilities. 

Reln••ntlng PubUc Housing; Con.olld"fing HUD Programs. 

Reinventing Edu ••tion, Training and Reemployment Programs. 

Concentrating Ene'l!les on Good ImplementalloD of Existing New Initiati••" 
CommUnity Enterprise Board!EZs and ECs; Goals 2000. ScbooHo-Work. COBB, 
etc. (This would include coordination of youth development progiams through the 
Ounce of P",ven!!on Council If the Crime Bill passes). 

~ddressing Urban Envlronment.t Challenges: investigate non-budgetary options 
for promoting rede\'eiopment of abandoned urban industrial "brownfields." . 
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By now you should have received a copy of the draft workplan for 
the urban policy working group. If you do not have a copy, 
contact Sheryll C••hin (456-5369) or Pat Smith (456-5373).. , 

If you- have---ariy_ 8trong~ c~bou-t::·this.zdoc~-:-~e=wourd·-IIKe 
_", - to hear them _in _ad~arice",:Of::·the~meetTng:--on--Monday. You are welcome 

-- - t.o call S-he~:yll C~9hin_NEC or Paul Weinstefn-DPC (456-5577) with 
your comments ~ 
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