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December 18, 1996

HUD GRANT ANNOUNCEMENT AND DISCUSSION

DATE: December 19, 1996
TIME: 11:00 am - 12:00 pm
LOCATION: Whitelaw Hotel
Community Center
Washington, D.C.
FROM: Brenda Costello

I. PURPOSE

To participate in an announcement of the Community Empowerment Banking Initiative
with Secretary of Housing and Urban Development Henry Cisneros, and to highlight
local recipients of the grant.

IL. BACKGROUND

Qverview

On Thursday morning you will join Secretary of Housing and Urban Development
Henry Cisneros as he announces the Community Empowerment Bank Initiative (CEBI)
grant recipients and specifically, the city of Washington, D.C. award.

Through HUD, the Economic Development Initiative — which finances CEBI grants —
allows localities to carry out economic development activities where public and private
dollars can be leveraged to create jobs and other benefits especially for low and
moderate income persons. These funds serve as a basis for subsidizing loan guarantee
funds.

Community Empowerment Banks are resident-owned, community oriented finance
institutions dedicated to economic development. Their goal is to provide capital access
to inner-city residents who join with the private sector and government in investing in
their communities. The principles behind the CEBI mirror those of micro enterprises
you have visited all over the world, such as the Grameen Bank in Bangladesh and the
Mi Casa Resource Center in Denver, Colorado.

ni werment Banki \Y,
Through the CEBI, the federal government partners with local residents and
communities to finance resident-owned, for profit lending institutions which make
business and housing loans in poor communities. Residents and businesses buy
relatively inexpensive shares in the CEBI and become owners of its assets, thereby
becoming the decision makers on how to invest the assets of the corporation. They



consider loan applications and encourage investment in their own community,
increasing the stake of all members of the community. Although an unregulated
financial institution, CEBI will be subject to oversight from the SEC, as well as state and
local authorities and laws governing commercial lending institutions.

Local Loan/Grant Awards

HUDP-has-awarded the District of Columbia, the Mississippi Delta, and Baltimore grants
and loans from its EDI and Economic Development Loan Fund (Section 108) programs.
Each of their financial lending institutions are organized differently, but essentially the

focus is the same: empowerment and ownership.

The city of Washington, D.C. will receive a $3,500,000 EDI grant and $5 million in
Economic Development Loan Funds to form Community First Bank of DC.
Community First Bank will leverage about $85 million from other private and public
sources, including the D.C. Private Industry Council, the Greater Washington Urban
League, Local Initiatives Support Corporation, and the H Street Development
Corporation, among others. Community First Bank will provide management and
technical assistance, offer and broker a range of services to help small businesses and
homeowners qualify for credit and use tit successfully. Additional support services
include pre- and post-loan assistance to borrowers, a small business venture fund,
microloan graduation program, and home ownership services.

Whitelaw Hotel/Manna Inc,

Thursday’s event will take place at the Whitelaw Hotel Community Center, a
residential facility which provides affordable rental apartments for low and moderate
income families. Originally built in 1919 at the height of racial segregation in
Washington, D.C. , Whitelaw was financed, designed and built entirely by and for
African-Americans and was the first hotel built to serves blacks in D.C. Its founder
John Whitelaw Lewis was a leading financier for D.C.’s black community. In its prime,
The Whitelaw was home to black celebrities such as Cab Calloway, Duke Ellington,
George Washington Carver, Joe Louis, and many others.

In a state of disrepair, the Whitelaw’s was closed by the city in 1977. Re-opened by
Manna, Inc. In 1992, the building underwent a $4.1 million renovation financed largely
by Low Income Housing Tax Credits , as well as the D.C. Department of Housing and
community Development, the Metropolitan Life Foundation and Signet Bank. Manna,
Inc. is one of Washington'’s leading non-profit housing developers and concentrates its
work in the Shaw neighborhood of the city.

Format

Foltowing Secretary Cisneros’ announcement of the Community Empowerment Bank
Initiative, you will deliver brief remarks and then participate in a discussion with 7
representatives of the three communities receiving the CEBI funding. Each city will be

































soon.

smoker which she needs. And, she could realize a dream she has had for a long time: a butcher
training school for the young people of Mound Bayou.

Ms. Conwell said: “Young people in Mound Bayou just sit around with nothing to do here
because there are no jobs. I could train them in a skill. They are always coming around here,
asking me for a job, job, job.”


















EMPOWER BALTIMORE MANAGEMENT CORPORATION

111 S. Calvert Street, Suite 1530 » Baltimore, MD 21202 ® 410/765-4+00 = Fax 410/783-0526

DIANE L. BELL
President and CEO

Diane L. Bell is President and CEO of Empower Baltimore Management
Corporation, the non-profit organization set up to manage the Empowerment Zone
in Baltimore City. Since the Empowerment Zone designation was made in 1994,
more than 275 residents have been placed in jobs through the Office of
Employment Development, and more than 1300 jobs have come to the Zone
through new business development, business relocations or business expansions.

Ms. Bell has long served the City of Baltimore. Beginning in 1988, she was
named Director of the Mayor's Office for Children and Youth, establishing three
priority areas: making affordable, quality child care more widely available;
expanding early childhood initiatives; and coordinating the service delivery
system for youth.

Later, Ms. Bell served as Chair of the Mayor’s Sandtown-Winchester
.Community Building in Partnership Task Force, which included the Enterprise
Foundation, BUILD and residents; she was liaison with the City’s human service
agencies; and a member of the Government Organization Review Team. She also
served as Chair of the Mayor’s Human Services Sub-Cabinet which was created to
develop policy recommendations and strategies on building stronger communities
and families in Baltimore City; in the same role she served as a communication
“bridge” for other collaborative projects within, and with, Baltimore City
government. |

Ms. Bell attended the University of Maryland, College Park and Baltimore
County, and received a Bachelor of Arts in Social Work. She received a Masters
Degree in Social Work from the School of Social Work and Community Planning
at the University of Maryland.



Llovd D. Smith, Lloyd D. Smith is Executive Director aad CEO of Marshall
Heights Community Development Organization; and brings to the Bank thirty years
of experience in community affairs, neighborhood and housing development,
intergovernmental relations and service delivery systems improvement. As the leader
of D.C.'s largest community development corporation, Mr. Smith manages a wide
variety of neighborhood business and housing programs and projects including: East
River Park commercial center, Greeaway Apartmeats development (800 units), the
planned Good Hope Marketplace shopping center, anad numerous others.

Mr. Smith also oversees an cxtensive network of human service programs
including employment training, home purchase and ownership counseling, anti-
violence, drug and alcohol counseling and rehabilitation, and crisis interveation. As
the former deputy director for the D.C. Office of Planning and Development, Mr.
Smith was responsiblc for developing a comprehensive land use plan for the District.

Mr. Smith has extensive service with community and governmental
organizations including the D.C. Zoning Commission, Washington Urban League,
The Cormununicy Partnership, Fort Lincoln Civic Association. Capitol View
Development Corporation, Providence Hospital, Ward Sevea Business &
Professional Association, and many others.

Mr. Smith is the proposed Chair of the Bank Board of Directors.



MID-DELTA MISSISSIPPI
COMMUNITY EMPOWERMENT BANKING INITIATIVE

An alliance of bankers, farmers, non-profits, and community organizations from a six-
county region of the Mississippi Delta have joined with HUD to create a new financial lending
institution to provide business and housing loans in one of the poorest regions of the country.

As one of three new community empowerment banks in the nation, the Mid-Delta Empowerment
Zone will receive $3.5 million from HUD’s Economic Development Initiative and $5 million in
Section 108 loan guarantees to assist in the creation of a community empowerment bank. These
resources will be combined with approximately $12.4 million in other private and public
resources.

The Mid-Delta effort is unique in that it forms an alliance of people from different
backgrounds and races dedicated to reducing a poverty rate of 45.3 percent in the six-county area
of Bolivar, Holmes, Humphreys, Leflore, Sunflower, and Washington. The per capita income is
$6,584, and more than 79 percent of residents lack a high school diploma.

In coordination with the rural Mid-Delta Empowerment Zone Alliance, the Community
Empowerment Banking Initiative Coordinating Committee, and the State of Mississippi, this new
initiative will claim positive change as it begins to provide loans and equity funds to businesses

and residents for the purpose of creating jobs, improving housing, and developing the economic
base of the area.

' The Mid-Delta Bank will sell stock to residents of the community and businesses located

in the six-county area. The Board of Directors will be representative of the low-income residents,
banks, and local governments. Banking and financing experts will provide day-to-day
management of the institution and make recommendations on loan packages. However,
shareholders living in the Mid-Delta Empowerment Zone will have majority control over final
decisions regarding investment policies.

Standards will be flexible and investments will be made in partnership with banks, non-
profit organizations, and other institutions. This lending institution will be self sustaining and
provide management and technical assistance to potential borrowers.

Total capitalization is expected to be $20.9 million and is composed of the following
sources:

1. Equity Contribution, Mid-Delta Empowerment Zone Alliance $5,000,000
2 Equity Contribution, participating banks 125,000
3 Equity from sale of stock to residents and community businesses 250,000
4. Economic Development Initiative Grant (HUD) 3,500,000
52 Section 108 Loan (HUD) 5,000,000
6. Bank Loan Fund Participation 5,000,000
7. Foundation Grants and program related investments 2,000,000



The Baltimore Empowerment Zone
Community Empowerment Banking Initiative

The Baltimore Empowerment Zone has joined with HUD to create a new financial lending
institution to fund commercial and economic development projects located within Baltimore's EZ
neighborhoods. The goal is to increase the availability of capital to residents and community
based businesses in the Zone. As one of three new community empowerment banks in the nation,
the Baltimore Empowerment Zone will receive $1.5 million from HUD’s Economic Development
Initiative and $1.5 million in Section 108 loan guarantees to assist in the creation of a community
empowerment bank.

The Baltimore community empowerment bank will provide small business loans, start-up
loans, micro loans, bridge loans and commercial real estate loans. It also will provide credit
enhancements and participate in equity investments on a select basis. Loans and credit
enhancement will range from $1,000 to $500,000. Borrowers will receive technical assistance,
workshops, and seminars through the Business Empowerment Center which will provide residents
with the knowledge needed to successfully operate their business and, ultimately, repay their
loans.

The lending institution will capitalize itself through the issuance of stock which will
include at least two classes of common shares and preferred shares. Class A voting common
shares will be marketed and issued exclusively to EZ residents. Class B non-voting common
shares will be issued to businesses and individuals who borrow from the lending institution.
Ownership of Class B stock will be a requirement for access to funds. Non-voting preferred
shares of stock will be marketed and issued to foundations, institutional investors, private
companies, local financial institutions, and religious organizations.

The Board of Directors will not exceed fifteen (15) members and will be comprised of
Class A share holders and nominees of preferred share holders, the Village Centers and Empower
Baltimore Management Corp. as follows: five (5) Class A representatives; five (5) Preferred
representatives; three (3) Village Center representatives; and two (2) EBMC representatives. The
Board will be responsible for ensuring that the lending institution’s management maximizes the
usefulness of the funds, staying true to the mission of EZ economic development while also
providing a positive return to stockholders.

A fund manager will be appointed who has extensive experience in banking and finance,
loan underwnting and investment strategies. The fund manager will be responsible for the overall
management of the fund including short-term investing, underwriting, loan settlement and
administration of loans generated.

A five (5) member volunteer loan review committee will be established to review loan
proposals. This committee will be comprised of three (3) commercial financing experts and two
(2) EZ residents with business and/or finance experience. The loan review committee members
will be selected by the bank’s CEO and confirmed by the Board of Directors. The loan review
committee will meet at least monthly and decisions of the committee will be binding.



The Community First Bank of DC
Community Empowerment Banking Initiative

A group of private sector and non-profit entities, and the City of Washington, D.C., have
joined with HUD to create the Community First Bank of DC, part of a new Community
Empowerment Banking Initiative. HUD has approved $3.5 million in Economic Development
Initiative grants and $5 million in Section 108 loan guarantees to assist in the creation of the
Community First Bank of DC. These resources will be combined with approximately $85 million
in other private and public resources.

Community First Bank of DC is a community-oriented financial institution dedicated to
economic development. Its goal is to empower inner-city residents and provide capital access in
low-income neighborhoods to encourage investment and a sharing in the potential wealth of
communities.

The HUD grant and loan enable the Bank to attract other investors, including community
residents. The Bank hopes to finance up to $60 million in direct development loans over the first
five years of operation. This includes loans to small businesses, minority-owned businesses,
contractors, consumers, affordable housing developers, and mortgage loans to home buyers. The
anticipated projects will create new housing and business opportunities for low- and moderate-
income residents of the District, including the Federally-designated Enterprise Community.

In addition to the above activities, Community First Bank will also provide management
and technical assistance. The Bank will offer and broker a range of services to help small
businesses and homeowners qualify for credit and use it successfully. Additional support services
that are planned include pre- and post-loan assistance to borrowers, a small business venture fund,
microloan graduation programs, and homeownership services, among others.

Numerous organizations from the investment areas have expressed their support for
Community First Bank's efforts. Partners or supporters include Marshall Heights Community
Development Organization, Development Corporation of Columbia Heights, Manna, Latino
Economic Development Corporation, Anacostia Economic Development Corporation, Coalition
for Non-profit Housing Development, Greater Washington Urban League, and the Local
Initiatives Support Corporation, among others. Georgetown University has announced plans to
invest $1 million in the bank.

For every dollar of EDI funds awarded, the Community First Bank will leverage over one
dollar of private capital and $15 of private deposits, producing $12 of lending activity. The
Community Empowerment Banking Initiative will provide the momentum for significant
investment and job creation in the District.
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NAME

aAnnis, Teresa Ann
Barry, Marion
Bell-McKoy, Diane
Bowie, Harry
Bradley, MariSteve
Butler, Clara
Condit, Tom
Conwell, Bonita
Cowan, Jon
Cummings, Elijah
Delinois, Pegqgy
Dunham, Connie
Enger, David
Freeman, Terri Lee
Gilchrest, Wayne
Glaser, Howard
Gonen, Aylin

Hall, Aurie

Hall, Doris
Hamilton, John
Hamilton, Richard
Harrison, Hattie
Hinton, Karen
Holmes Norton, Eleanor
Homan, Paul
Jarvis, Charlene
Johnson, Dawn
Johnson, Eric
Killins, Sherri
Leland, Robert
Lott, Trent

Long, Lewis
McCravenl, Marsha
McKee, Pam
Manning, Mark
Miller, Decatur
Miller, Sally
Moore, Tracye

Moy, Kirsten
Muckenfuss, C.F.
Newsome, Oramenta
Oppenheimer, Julie
Porter, Paulette
Potter, Vivian
Priest, Roy O.
Ruffin, Desa Sealy
Sheeman, Ron
Showell, Paul









Residents and businesses buy relatively inexpensive shares in the Community Empowerment
Banking Initiative — $10, $20, $30 a share. By purchasing shares in the lending institution, they
become owners of its assets. The well-wom tactics for incorporating citizen input -- advisory
boards, citizen representatives -- into government programs are replaced by a far more effective
method: residents own the corporation.

They -- not outsiders -- gain the right to make decisions about how to invest the assets of the
corporation. They -- not outsiders -- benefit from success and, just as importantly, pay for failure.

Here’s how it would work:

Resident shareholders, along with other members of the bank board, weigh the loan applications
and decide whether Ms. Jones down the street gets a loan to open a hardware store. Shareholders
frequent the hardware store so their investments grow. Ms. Jones manages her business to not
only make money for herself, but to protect her neighbors' investments as well. The bottom line
is clear to all. If the hardware store makes a profit, then the shareholders make a profit. If it
loses money, then they lose money.

The same is true for Mr. Smith, who borrows money to renovate his home. His neighbors, who
are also shareholders, encourage him to buy his materials from Ms. Jones' hardware store. He
encourages his neighbors to keep their homes looking as nice as his looks after renovations are

complete. Everyone has a stake -- not just in making money, but in improving their neighborhood
as well.

GranvLoan Awards

HUD has awarded the District of Columbia, the Mississippi Delta, and Baltimore grants and loans
from its Economic Development Initiative and Economic Development Loan Fund (Section 108)
programs. Each of their financial lending institutions are organized differently, but essentially the
focus is the same: empowerment and ownership. (Attached is additional information about each
local initiative.)

Community First Bank of DC -- District of Columbia

HUD is providing $3.5 million in EDI grants and $5 million in Economic Development Loan
Funds (Section 108) to Community First Bank of DC in the District of Columbia. The
Community First Bank of DC will leverage about $85 million from other private and public
sources, including the D.C. Private Industry Council, the Greater Washington Urban League,
Local Initiatives Support Corporation, and the H Street Development Corporation, among others.

Businesses, banks, and other institutions will be able to purchase stock in Community First Bank
of DC; however, a second class of stock will be available for only residents of the service area.
This stock offers double dividends.



Its organizing bank board will consist of 15 people, representing the various non-profits,
community organizations, and private sector groups listed above. In the near future, a bank board
will be elected and will include a resident from the service area.

The Mississippi Delta

HUD is providing $3.5 million in EDI grants and $5 million in Economic Development Loan
Funds (Section 108) to the Mid-Delta Empowerment Zone. (Bolivar County, MS, was the
official applicant.) Another $5 million in rural Empowerment Zones funds will be used as start-up
capital for the Community Empowerment Banking Initiative.

An alliance of bankers, farmers, non-profits, and community organizations from a six-county
region of the Mississippi Delta have joined with HUD to create a new financial lending institution
to provide business and housing loans in one of the poorest regions of the country. The Mid-
Delta effort is unique in that it forms an alliance of people from different backgrounds and races
dedicated to reducing a poverty rate of 45.3 percent in the six-county area of Bolivar, Holmes,
Humphreys, Leflore, Sunflower, and Washington. The per capita income is $6,584, and more
than 79 percent of residents lack a high school diploma.

The Delta Council, formerly a predominately white, wealthy landowner lobbying group, and the
Delta Foundation, a grassroots, community organization for the African American community,

have joined together to create this lending institution.

Residents shareholders will have majority of the bank board. Other partners in the effort will be
represented on the bank board as well.

Baltimore Empowerment Zone

HUD is providing $1.5 million in EDI grants and $1.5 million in Economic Development Loan
Funds (Section 108) to the Baltimore Empowerment Zone. The lending institution will capitalize
itself through the issuance of stock which will include at least two classes of common shares and
preferred shares. Class A voting common shares will be marketed and issued exclusively to EZ
residents. Class B non-voting common shares will be issued to businesses and individuals who
borrow from the lending institution. Ownership of Class B stock will be a requirement for access
to funds. Non-voting preferred shares of stock will be marketed and issued to foundations,
institutional investors, private companies, local financial institutions, and religious organizations.

The Board of Directors will not exceed fifteen (15) members and will be comprised of Class A
share holders and nominees of preferred share holders, the Village Centers and Empower
Baltimore Management Corp. as follows: five (5) Class A representatives, five (5) Preferred
representatives; three (3) Village Center representatives; and two (2) EBMC representatives. The
Board will be responsible for ensuring that the lending institution’s management maximizes the



usefulness of the funds, staying true to the mission of EZ economic development while also
providing a positive return to stockholders.

Management of the Community Empowerment Banking Initiative

Banking and financial experts will be hired to manage the day-to-day functions of each lending
institution and recommend loan packages, but the final decision about portfolios and investment
policies will be made by the shareholders -- the residents and businesses who have the greatest
stake in the economic livelihood of the community. While each lending institution’s board and
structure is organized differently, all emphasize the importance of community participation and
control.

Issues Concerning Security

Even though the CEBI will be an unregulated financial institution, there will be at least three types
of oversight: ..

] The issuance of shares will be regulated these will have to registered with the Securities
and Exchange Commission or state authorities.

2. CEBI operations will be govemned in most cases by state laws governing commercial
lending organizations. There are state licensing requirements that are in force.

3 CEBI will be subject to oversight by the local governments through a subrecipient
agreement with the CEBI which will impose certain restrictions and allow the city to step
in and take control if CEBI fails to comply.

Residents’ contributions will be protected as follows:

1. The amount of money that the residents contribute will be relatively small compared to
total assets, and will be set aside as very safe investments, so that no matter what
happens, they will be secured.

2. Money contributed by residents would go into a special fund which would be in a supenor
position to other equity contributors in the event of a default.

3 CEBI loans would be safer than those made by other community lending institutions
because as a "wholesale lender" they would have some evidence that these are performing
loans. As a result, CEBI would be less likely to lose funds on its investments
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QUESTIONS FOR SECRETARY
General Questions
l. How important is the stock ownership aspect of the community empowerment bank?

2 All of you are involved in either an existing business or have helped people start
businesses What is the most difficult aspect about this entire process?

3 This initiative is about empowering communities and residents, giving more control to
the local level. What does empowerment mean to you?

4 What role should the federal government play in helping to move in this direction?
3. How can we get more residents involved in the economic and community development of
: their neighborhoods? How do we get them interested in a community empowerment bank

and the role it can play in their communities?

4. If you could turn back the clock and start over again, what would you do differently in
opening a business?

Questions for Bonita Conwell, Mississippi Delta, Mound Bayou, MS, owner of Robert’s Meat
Market

1. It took you more than 10 years to ever qualify for a loan ~ a loan that was made by the

Delta Foundation, a community organization. How did you manage to keep your business
afloat for so long?

2. I understand you're interested in offering butcher training for young people in Mound
Bayou. Why do you think this is important?

Questions for Tracey Moore, Washington, D.C., owner of City Wings

1. I'understand that you were not able to qualify for a loan from traditional banks. Why did
you have such a difficult time obtaining a loan?

2 You’ve mentioned your interest giving back to the community. How can you do this?

Questions for Wanda Woodward, owner of HANDI HAND:s, residential and commercial cleaning
business

1 You’ve said “when you most need the money, you can't get it” — What do you mean by
that statement?
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2. One aspect of the commumnity empowerment banks is to provide technical assistance to
lenders. Is this type of assistance something that you could use?

Questions for Teresa Ann Annis, Baltimore, owner of Techmark Corporation (fire protection and
life safety systems)

1. You approached banks with a business plan for expansion. You were raaking money in
your business. Yet, banks turned you down. What was their explanation?

2: Why did you decide to locate in the Baltimore Empowerment Zone?
Questions for Mark Manning, co-chair of Mid-Delta Empowerment Zone

1. Mississippi is one of the poorest regions in the country. How will the commurnity
empowerment bank impact the high unemployment rate and poverty levels that you face?

2] How sigmificant is it that a group of bankers in your area have joined in your partnership
to create the community empowerment bank?

Questions for Diane Bell, Baltimore, executive director of the Empower Baltimore Corporation.

It Under the Baltimore bank plan, resident shareholders will have majonty control of the
bank board. How do you think bank strategy will differ with this board than with
traditional bank boards?

2- How will the Baltimore Empowerment Zone and the community empowerment bank work
together?

Questions for Lloyd Smith, Washington D.C., president of Marshall Heights Community
Development Corporation

1. Under your community empowerment bank plan, you will offer residents shares with
double dividends. How important is this aspect of your bank?

2! You were able to partner with a significant number of public and private groups. How
important a role will these groups play in the development of the bank?



Questions for First Lady:

Access to Credit:

Can you tell me what your experience has been in getting credit — loans -- for any of
your ventures? How successful were you in getting assistance from private lending
institutions? What about the public sector? How will the CEBI help you access credit in
your community?

We would like to think that we life in a color-blind society, and a good deal of progress
has been made in ensuring that credit is made on a non-discriminatory basis. What has

your experience been? Have you experienced discrimination in your efforts to secure

credit? Are things improving?

Are there any particular types of credit that you've had particularly success or difficulty
with in your community? (e.g. venture capital, equity, working capital, micro-loans etc).
How will the CEBI help you in any of these areas?

Let's discuss micro-credit. Looking at other parts of the world, institutions such as the
Grameen Bank have made small loans ($500 or less) to individuals -- especially women --
to get into business. These are often people with home-based crafts or other skills that,
with a little assistance, can be a source of income or self-employment. Have you had any
experience with micro-credit?

What role has the Community Reinvestment Act (CRA) and the Home Mortgage
Disclosure Act (HMDA) been in stimulating neighborhood lending in your communities?
Do you think that the same kind of information that is currently reported for home
mortgages should be required for small businesses?

Job Creation and Economic Development

l.

Ultimately, all of this is about jobs and employment. What kinds of businesses do you
think will have the most chance of success in creating jobs?

We are all aware of the shift away from manufacturing and goods production to the high
technology, knowledge-based, telecommunications industry. This has often had a
devastating effect on central cities that were built on manufacturing. How are your
communities managing the transition to the new economy? Are you benefiting or losing?
Are there specific things that we could be doing to help you adapt to the new economy?

We've also seen a shift of jobs from the central city to the suburbs. This is creating real
problems for inner-city residents who don't have transportation access to these jobs, often
have to commute long distances, and can't afford or don't have access to housing in the
suburbs. How are your communities coping with the flight of jobs to the suburbs, and
what more could be done to help inner city residents get access to these jobs?



Following up, what we're seeing is a shift to "regional economies”. It's no longer possible
to talk about neighborhood economies outside the region as a whole. Some people are
talking about "regional economic clusters". What's your view on this? What should we
be doing to promote regional partnerships so that we break down the "us versus them"
mentality between cities and suburbs?

Job training is the key to helping people prepare for the new economy. New skills are
needed if people are to thrive in the new economy. What kind of job training are you
currently involved with and what are your community's job training needs?

Small Businesses

2.

What do you see as the primary barriers to small business development in your
communities? s it in the financial area -- term loans, equity, micro-loans, start-up capital,
working capital -- or in the management and technical assistance area -- the need for
management expertise, lack of information -- etc?

The federal government has a wide range of programs to help small businesses, through
Small Business Administration (SBA), the Economic Development Administration (EDA),
HUD, the Department of the Treasury etc. What more do you think the federal
government should or could be doing to capitalize or assist small businesses?

What about business incubators or Business Qutreach Centers (BOCs)? Have these or
might they been helpful in stimulating small businesses in your community?

Public-private partnerships

1.

2.

What has been (or should be) the role of the non-profit sector — community-based
organizations -- in developing and supporting small businesses in your community?
There are hundreds of community development organizations (CDCs), Community
Development Credit Unions (CDCUs) and CDFIs and other non-profits who have played
a key role promoting community economic development. Should we be doing more with
them? What do they need to be even more effective?

A key focus of the CEBI is resident ownership. It's an innovative idea, although credit
unions have always been shareholder-owned institutions. The Administration has done a
good deal to create or support community development banks such as the South Shore
Bank. How do you think community residents should exercise a voice in economic
development in their communities.

Empowerment Zones and Enterprise Communities have been a centerpiece of this
Administration’s efforts to stimulate community based economic development. It's been
an effort to marry tax incentives with direct public assistance with community control.
Have these been successful? Should they be expanded?
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Introduction
Thank you all for being with us today.

Let me extend a special thanks to Mrs. Clinton for taking on
a leading role as an advocate for community enterprises like the
one we are announcing today.

I'd also like to recognize Assistant Secretary Andrew Cuomo,
whose hard work has helped make this day a reality.

I also want to welcome other community leaders in our
audience:

Mayor Marion Barry of the District of Columbia;
Delegate Eleanor Holmes Norton of the District;
Charlene Drew Jarvis, also of the District;
Rep. Elijah Cummings of Baltimore;

Agnes Welch, vice president of the Baltimore City Council,
who is here representing Mayor Kurt Schmoke;

Carol Thompson Cole of the Office of Management and Budget;
and

John Hamilton, one of the organizers of the new bank here in
Washington.

Today we’re are pleased to announce the Department of
Housing and Urban Development’s first-ever investment to create
three "Community Empowerment Banks." HUD is awarding $8.5S
million in grants and $11.5 million in loan guarantees to three
communities -- Washington, D.C., Baltimore and rural Mississippi.

Community Empowerment Banks like those we are announcing
today can make a substantial difference in revitalizing
distressed communities. And they build directly upon President
Clinton’s commitment to give all Americans a chance to

participate in the American dream and the power of our great
economy .

These banks serve two vital functions.

First, they help fill the "community credit gap", providing
people access to the capital they need to start businesses and
purchase or fix up homes -- and ultimately to climb out of
poverty. Too often, residents and small businesses owners in
lower-income neighborhoods face obstacles that make it hard for
them to qualify for loans from conventional banks. Community
Empowerment Banks, like other community development banks, exist
specifically to take on what are traditionally considered higher
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risk loans and are an effective vehicle for bringing badly-needed
capital into lower income communities.

Second, and what is especially unique about HUD’s Community
Empowerment Banking Initiative, these new banks will offer low-
cost ownership shares to community residents. That means people
can buy directly into the bank. That kind of a personal stake in
the bank has three great benefits: it generates a genuine
community commitment to the success of the bank and the
businesses it supports; raises additional capital for the bank to
loan out; and ensures that a significant measure of control over
investment decisions remains in the community.

Here’s how it works. For each of these three banks, HUD
provides the initial seed capital -- $3 million in grants and
loan guarantees to Baltimore’s bank; and $8.S million each to
Washington and the rural Mississippi banks.

The local grantees then use the Federal funds to leverage
private and other public investment in the banks. The $8.5
million HUD investment in Washington‘s bank, for example, will
leverage about $85 million in investments from private and other
public sources.

These new lending institutions are significant not just for
the positive impact they will have on these communities, but
-because they foster our most basic values of community,

opportunity and responsibility -- and they offer an exciting new
model for integrating poor neighborhoods into the market-based
economy .

We are all deeply pleased, to have the First Lady here
today. It is fitting that she is here for Mrs. Clinton has been
a champion of such community-based concepts and has first-hand
knowledge of micro-enterprise banks in Asia and Latin America.

As she will tell us, Mrs. Clinton has seen this work. She
knows that the loan default rates at these banks are low. She
knows that small loans can put people to work and help homeowners
invest in repairs that will build up their neighborhoods.

Mrs. Clinton, we are very happy -- and proud -- to have you
with us today. Thank you.

Introduction of Roundtable Participants

Before Mrs. Clinton speaks, let me briefly introduce our
panel of community members and experts who will join our
roundtable discussion.

1) Bonita Conwell has run Robert’s Meat Market in the Mound
Bayou, Mississippi, for the last 13 years. Her attempts to
expand the business were repeatedly thwarted until she got a loan
earlier this year from a local community organization and was
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able to renovate her building.

2) Trayce Moore and her husband own City Wings, a District
restaurant that specializes in buffalo wings. They were turned
down for a loan, but Mrs. Moore is hopeful that new funds will
help them buy the equipment and employee training they need.

3) Wanda Woodward, owner of Handi Hands, a Baltimore
cleaning business, once had to close down because she could not
obtain needed financing. She was able to reopen but remains on a
tight budget because she can‘t find a bank willing to loan her
money .

4) Teresa Ann Annis, also from Baltimore, is co-owner of
Techmark Corporation, a firm that provides commercial fire
protection and life safety systems to some of the biggest 1local
businesses in Baltimore, including Oriole Park at Camden Yards.

The next three individuals have played a key role in
organizing their local Community Empowerment Banks.

S) Diane Bell is president and CEO of Empower Baltimore
Management Corporation, the non-profit set up to manage the
Empowerment Zone in Baltimore City. Since 1994, she has helped
bring more than 1,300 jobs to the Zone.

6) Lloyd D. Smith, executive director and CEO of Marshall
Community Development Organization here in Washington, manages a
wide variety of neighborhood businesses and housing programs. He
has 30 years of experience in community development.

7) Mark Alan Manning is director of development for Delta
Council in Mississippi, a widely acclaimed regional development
organization. The Council promotes agriculture, flood control
and infrastructure development in an 18-county area.

Now, it is my great pleasure to introduce the First Lady of
the United States, Hillary Rodham Clinton.
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"My dear Hillary, / %"‘""

I have just returned from a visit to Nepal and India and want you to
know how warmly you are remembered. You and Chelsea made a great
impression and everyone from the Government officials, women's groups,
the guide at the Taj Mahal and the shopkeeper at the Marble (?) Gift Shop
-- all said how great you were.

This makes me even more anxious to work with you during the
second term on international issues. I know that the President has an
international agenda in mind, and for this I am very grateful, but you
personally can play a big role. If you have the time and interest I would
love to exchange some ideas with you re development, women and
children.

Elaine and I follow with pride all that you and the President are
doing. We wish you and our country great success next Tuesday. We
look forward to seeing more of you during the second term and to helping
you in any way we can.

With our warmest greetings to you both - Jim
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MEMORANDUM November 25, 1966

FOR: Melanne Verver
FROM: Carol La
SUBJECT: Foreign Aid in Clinton II

As promised, I am sketching out what I think the major issues
on foreign aid are likely to be in Clinton II and aspects of them
that might be of particular interest to you. I shall describe
three pressing issues involving foreign aid likely to arise in the
coming months: budgetary levels; organization; and what for want
of a better term I shall call "advocacy" -- helping the American
people to appreciate better the purposes and impact of US aid
abroad.

1. At the core of most of these issues is the budgetary one-
what levels of foreign aid will be available to the US government
to pursue its interests and values abroad over the coming four
years? The first part of the answer to this question will come in
the aid levels contained in the 1998 budget the administration
sends to the Congress (likely to decided in the next several
weeks). The Congress will provide a second part of the answer as
it begins to cut from the administration’s proposed level. As you
know, aid represents less than 1% of the federal budget but it is
a ’‘discretionary’ expenditure and one that has had lukewarm support
at best from the general public, the ‘informed public’, the
Congress and, frankly, at times from within the administration

“itself. Thus, it has been slashed substantially in the past two

years.

If projections for future cuts in aid hold (of roughly one
quarter to one third in real terms as part of the general effort to
balance the budget -- see attached chart), several consequences are
likely. First, the US may have to terminate its voluntary
contributions to certain UN programs if it is to preserve its
influence in others. My guess 1is that we will protect our
contributions to the politically popular and effective UNICEF
(which is headed by a US citizen) but possibly reduce radically our
contributions to the UN Development Program (also headed by an
American at present). Not surprisingly, cuts in UNDP have already
prompted other countries to call for the appointment of a non-
American to head the organization.

Second, the administration may also have to apply a triage
approach to which multilateral development banks it finances.
Congress has already refused to appropriate funds for the African
Development Fund (which is having severe management problems) and
there is talk that perhaps the economic success in Asia argues for
a decrease or elimination of US support for the Asian Development
Bank. Budget cuts will also make it difficult for the US to
support IDA, the soft loan window of the World Bank or even make up
its arrears. Past cuts in US support to these organizations have









of 'non-traditional’ issues like global population, environment and
so on which could be an important element in a post Cold War
approach to the next millenium. If there is no such rationale and
no articulation of it at the very top of the administration, it
will likely not make its way onto the agendas of the influential
voices in the foreign policy community.

How to inform and energize the "engaged public"? By the
engaged public, I mean Americans who are interested and informed to
some extent on foreign affairs, who are often active in community
or church organizations, and who might be willing actively to
support foreign aid programs. The members of the League of Women
Voters, Rotarians, and many, many others. What does it take to
persuade the engaged public to write or speak to their members of
Congress on issues or to the editorial boards of their local
papers? They have not just to be informed but they have to have a
stake in the issue. How can we bring about that? USAID’s Lessons
without Borders is one approach. But more is needed. Let me
suggest an additional approach.

Suppose you decide to make a trip to Africa next year. You
will likely choose two or three types of themes to pursue on the
trip: the challenges of girls’ education; women’s productive
employment; creating and strengthening democratic institutions
where they have not existed before. The themes could be selected
not only for their intrinsic importance but because they can be
made meaningful to Americans through their own wvalues and
experience -- the way most Americans approach many foreign affairs
issues in any case. (Girls’ education involves the value Americans
place on opportunity for all children to have an opportunity to
better themselves; programs 1like micro-enterprise lending that
enables poor women to create jobs and expand their income (echoes
in new approaches to poverty in the US?); democracy provides for
freedom for all...)

Visits to aid funded projects while in Africa (I refer here to
projects funded by both multilateral and bilateral aid -- they both
need to be included) would call attention to these problems and the
solutions the US is trying to help Africans design and implement.
A healthy presence of the US press corps on such a trip might even
lead to print and electronic media reports on such projects
(judging from the past, however, this would take some real
effort...). The trip itself could lead to another book which would
call attention to one or more of the themes of the trip. After the
trip, you might consider doing a speaking tour within the US
(bringing along one or two Africans who have benefitted from such
projects to make it human and real). Attendees at such speeches
might include a strong representation of local community leaders
and groups who might then be persuaded to undertake some follow up
activities (jointly with USAID or other aid agency??) to continue
work on the particular problems. (For example, why not have the
League host newly elected African parliamentarians in their homes
for a week or two to help them understand how we deal with
constituency relations, etc.?) The key to turning a potentially



engaged public into an activist public is to get individuals
involved in an aid-related activity to give them a stake in the
overall program. There are many other approaches to this issue, I
am sure, and many others with ideas on them.

With regard to the general public, it is important to help
inform them on foreign aid through speeches and the media. But,
judging from the past, speeches without some sort of organized
follow up tend not to produce action and have relatively little
impact on Congress or other national leaders.

* * *

I do not pretend that this is an exhaustive agenda. It is
intended to help start a discussion of what are the issues and
possible strategies vis a vis foreign aid as we move into a new
administration. I would suggest that you might want to discuss and
develop your ideas further with two groups: key people within the
administration involved with foreign aid; and several people
outside it also engaged in the issues. You may want to organize
two separate meetings of these groups since the viewpoints of each
may be quite different and more frankly expressed separately. From
within the administration, I would suggest you include Brian Atwood
and Jan Piercy. Ideally, you would want someone senior and
supportive from the NSC and State but it may be too soon to
identify who those individuals might be. I wonder if you would not
also want someone from VP Gore’s staff though I am not sure who
that would be either.

From outside the administration, perhaps you should chat with
Julia Taft of InterAction, one or more of the foundation heads that
organized the meeting at Potantico (to find out at least what
proposals and follow-up they proposed), perhaps even someone
supportive from the media and political consulting field.

There is much of significance to be done on foreign aid and an
enormously important role for you to claim. I hope I can be
helpful to you as you consider what you might do in this area. I
would be happy to be involved in any of these or other activities
where possible and appropriate.

Meanwhile, I wish you a restful and peaceful day for giving
thanks for the wonderful life we enjoy in this country and the
opportunity to help others reach for such a life. That, in the
end, is what this memo is all about.








