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AMERICA’S UNTAPPED MARKFTS AGENDA
DRAFT -- As of December 29, 1998

Background:

Following a senes of meetings between White House, Cabinet Officials, and the Reverend Jesse
Jackson, President Clinton directed his National Economic Council (NEC) to convene a high-
level working group, including the Small Business Administration (SBA), Treasury Department
(TR), Department of Housing and Urban Development (HUD), Department of Commerce (CM),
and the Office of the Vice President (OVP), and the Office of Management and Budget (OMB),
to consider whether there was more that the government could do:

. to act as a catalyst for greater private sector economic activity in Amenca’s
untapped markets; and

. to build the capacity of community-based institutions that provide credit, equity,
and technical assistance for economic development in underserved areas.

In addition, the Vice President specifically challenged the SBA to find ways to better serve the
needs of minonty and underserved communities.

The NEC-led working group consulted widely -- within the government and with investment
professionals trying to work in underserved markets, Reverend Jackson bamself, and other urban
advocay groups -- about the strengths and weaknesses of existing programs, including the
SBA’s Small Business Investment Company (SBIC) program. They found that, while the SBIC
program has been successful in stimulating venture capital investments that bave allowed small
businesses to grow, it has not been used to a significant degree in underserved markets.
Improvements were needed to encourage investors to use SBICs to make investments in
underserved areas, to allow for larger investments in the kind of larger firmms that can serve as the
anchor for a neighborhood revitalization, and to deal with the needs of smaller firms that needed
not only equity investment, but also management capacity and support, in order to take
advantage of business opportunitics.

Description of Injtiative
In response to these findings, the NEC Working Group on Untapped Markets developed the

eight-part agenda described below. The plan calls for new or expanded programs that, in total,
will leverage billions in new investment for inner cities and rural areas like Appalachia.
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Elements of the agenda are undergoing final Administration review in preparation for a
January announcement. Exact numbers are still being worked out, subject to overall budget
constraints. Program names, elements, and details are subject to change.

L
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A New “Untapped Market Investment Tax Credit” — Tax credits would be available for
qualified equity investments made in selected targeted investment vehicles. An investor
could receive total tax credits up to a fixed percentage of her investment. The program
will be designed so that investors will have as much certainty as possible about the
investment’s eligibility for the credit prior to making their investment decisions.
Investment vehicles created under most programs in the Untapped Market Agenda, as
well as other community development investments, will be eligible to apply for the credit.

A New SBIC-Like Program for Larger Firms — In response to concerns that the SBICs
were too limited in size to meet the need for larger-scale investment in underserved areas,
the President will propose a new program to stimulate equity investments 1n larger-scale
businesses in, or relocating to, central cities or rural areas. This new program will
provide government guarantees on debt up to two times the amount of equity investrnent
allowing several investment firms each with up to $300 million to invest. The program
will be jointly administered by HUD and SBA, bringing SBA’s business investment
expertise together with HUD’s expertise on large scale urban revitalization. (Program
name could be something like “America’s Private Investment Companies (APICs).)

New Markets Venture Capital Firms (“NMVC”) — A new program at SBA designed to
help small-sized firms in underserved areas that have market opportunities to grow, but
need not only mvestment but also technical assistance to take advantage of their market
opportunity. Investors will get government guaragtees on debt matching the level of
equity investment, provided they also match technical assistance and administer it to the
business to support the investment. The program should provide long-term, patient
growth capital and facilitate critically needed technology and management skills
development for these firms.

SBIC Targeting for Underserved Areas —~ In a video hookup to a Trillion Dollar
Roundtable event in New York City last summer, the Vice President specifically
challenged the SBA to find ways to mect better the needs of minonty firms and
underserved markets. In response, SBA developed:

a An Outreach Plan to Meet the Capital Needs of Inner City and Rural
Businesses: SBA will hold a series of workshops throughout the country to
educate the business and investment community about the SBIC program and to
promote the formation of SBICs focused on equity capital for underserved areas.
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b. New SBICs Targeted to Underserved Areas: Under program changes to the
existing SBIC program, investors will get a new form of patient government-
guaranteed debt leverage equal to their equity investment and get more favorable
regulatory treatment if they invest in businesses in underserved areas (or which
draw a significant proportion of its employees from those areas).

5 New Markets Lending Companies (“NMLC?”) - For the first tme in many years, SBA
will approve new 7(a) non-bank lenders (firms authonized to originate SBA-guaranteed
loans) but the firms selected must have a plan to target their lending to underserved areas.

6. A Microenterprise Investment Strategy: In many underserved areas, fostenng
opportunities for the smallest of entrepreneurs can help to build the job base and provide
economic stabulity to a commumty. The President’s budget calls for a two and a half
increase in funding for technical assistance and lending to very small businesses.

7. Continued Growth for CDFIs: The President’s initiative to develop community
development financial institutions, locally-based institutions with expertise in lending and
1nvestment in underserved areas, will continue to grow with a $15 million increase.

8. BusinessLink: The President’s budget will include seed money for an innovative public-
private partnership spearheaded by the Vice President and CEOs to demonstrate the
business benefits to large firms if they to help develop the capacity of small and minority
business partners. Funding would support demonstrations throughout the country.

sible Priv or R e:

In respopse, private investment managers may create vehicles that would target underserved
markets. Large, national investment funds could invest in various investment vehicles set up to
participate in the NMVC program and the new SBIC-like programs targeted to underserved
areas, CDFIs, direct investments in underserved markets, and other non-targeted investments.

entat] ncement Plans;

Assuming final budget approval, the untapped market agenda may be announced by the President
with Reverend Jackson at the Wall Street Project event on January 15th (Martin Luther King’s
Birthday). Other senior Administration officials, including possibly Secretaries Rubin and
Cuomo, Administrator Alverez, and NEC Director Gene Sperling, also will be there either to
speak or to provide more detail and promote the initiative.





















Table 1.—Baseline Characteristics of Experimental and Control Groups*®
e e e e e e . e

Experimental Control P

Characteristic (n = 20) {n=15) Value
Men, No. 20 12 ] o7
Women, No. 0 3
Age, mean (SD), y 57.4 (6.4) 61.8(7.5) .08
Education, mean (SD). y 15.5(2.7) 145 (3 4) 29
Employed, No. 14 6 10
Body mass index. mean (SD). kg/m? 28.4 (4.1) 25.4 (3.5) 03
No. with history of myocardial infarction 12 5 A7
Average No. of iesions studied, mean (SD) 53(2.7) 53(3.2) 93
No. with history of percutaneous transiuminal 5 4 >99

coronary angiopiasty

No. with history of coronary artery bypass gratt 1 0 > 99
Reported angina. No. (%) 11 (55) 6 (40) 49

e
*Values are statistics unless otherwise indicated. P values are 2-tailed.

with coronary atherosclerosis docu-
mented by quantitative coronary arte-
riography.

We identified 193 patients as poten-
tially eligible for our study who agreed
to undergo quantitative coronary angi-
ography. Following angiography, 93
patients remained eligible and were ran-
domly assigned to experimental or con-
trol groups using a randomized invita-
tional design to minimize crossover,
ethical concerns, nocebo effects, and
dropout. Of these 93 patients who were
eligible, 53 were randomly assigned to
the experimental group and 40 to the
usual-care control group. Patients were
thencontactedandinvitedto participate
in the study; 28 (53%) and 20 (50%)
agreed to participate in the experimen-
tal and control groups, respectively. The
primary reason for refusal in the experi-
mental group was not wanting to un-
dergointensive lifestyle changes and/or
not wanting a second coronary angio-
gram, control patients refused primarily
because they did not want to undergo a
second angiogram. Todetect possible se-
lection biases, we collected data on age,
marital status, reported angina, history
of myocardialinfarction, height, weight,
number of diseased lesions, and stenosis
severity for all patients who were ran-
domized into the study but refused to
participate. We did not exclude any ex-
perimental group patients who volun-
teered evenif wedoubted their ability to
adhere to the lifestyle program. All pa-
tients who volunteered were followed up
using the intention-to-treat principle.

After 1 year, 7 patients did not pro-
vide angiographic data, and the reasons
for loss to follow-uphave been reported.?
Ofthe remaining 41 patients at baseline
most had severe coronary atherosclero-
sis: 28 had 3-vessel disease, 12 had
2-vessel disease, and 1 had 1-vessel
disease. Two of these patients whose
angiographic data were not usable after
1 year agreed to undergo quantitative
coronary arteriography after 5 years;
theseresultsareincludedin the baseline

to 5-year comparisons.

Four experimental and 4 control pa-
tients whohad anangiogramat 1 year did
not have a third angiogram after 5 years.
Three of these 4 patients in the experi-
mental group refused a third angiogram
(patients only volunteered for a 1-year
study that was subsequently extended),
and 1 died between years 1 and 4; of the 4
control group patients who did not un-
dergo a third angiogram, 1died, 2 under-
went revascularization of the arterial
lesions under study, and 1 developed
Parkinson disease and became too ill to
besafely tested. Cine arteriograms made
in San Francisco, Calif, were sent to the
University of Texas Medical School,
Houston, for blinded quantitative analy-
ses as previously described in detail.*

All results, except lesion changes at 1
year (18 experimental and 15 control
subjects) and cardiac events after 5
years (all 28 experimental and 20 control
subjects), are based on the total of 35
patients (20 experimental and 15 control
subjects) who had both baseline and 5-
year angiograms. From these 35 pa-
tients, there were 224 lesions studied at
baseline, of which 24 were 100%occluded
and were excluded a priori from the le-
sion-change analyses per the study pro-
tocol. Of the remaining 200 lesions, 14
were lost to the 4-year follow-up, as fol-
lows: in the experimental group, 2 le-
sions were excluded due to technical fail-
ure during the angiogram and 2 had
views that did not match; in the control
group, views did not match for 3 lesions,
3 lesions were excluded due to technical
failure, 1 was excluded due to angio-
plasty, and 3 were excluded due to coro-
nary artery bypass surgery. Of the 186
lesions available for analysis at 4 years,
109 were from the experimental group
and 77 were from the control group.

The 1-year original study and the 4-
year extension were approved by the
committees on human research at Cali-
fornia Pacific Medical Center and Uni-
versity of California, San Francisco, and
each patient signed a written consent
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form after being fully informed of the
study requirements.

Patients completed a 3-day diet diary
at baseline and after 1 and 5 years to
assess nutrient intake and dietary ad-
herence.® Methods of lipid assays were
the same as previously reported.! These
3-day diet diaries were analyzed with a
software package (CBORD Diet Ana-
lyzer; CBORD Group Inc; Ithaca, NY)
using the US Department of Agricul-
ture database. Also, patientswere asked
to complete a questionnaire reporting
the frequency and duration of exercise
and of each stress management tech-
nique. Information from these sources
was quantified into continuous scores us-
ing an a priori determined formula. The
adherence measure was a continuous
score reflecting daily intake of choles-
terol (in milligrams), fat (in grams),
frequency and duration of exercise, fre-
quency and duration of stress manage-
ment techniques, and smoking. A score
of 1.0 equalled 100% adherence but
scores could be greater than 1.0 if par-
ticipantsexceeded the recommended in-
tensive lifestyle changes.

The technicians responsible for per-
forming all medical tests were blinded to
patient group assignment. Also, different
personnel implemented the lifestyle in-
tervention, conducted the tests, and com-
putedstatistical analyses, althoughthe di-
etitian was made aware of the nutrient
analysis to monitor patients’ safety and
adherence. Quantitative coronary arte-
riograms were blindly analyzed without
knowledge of group assignment.

Program Intervention

Experimental group patients were
prescribed an intensive lifestyle pro-
gramthatincluded a 10%-fat vegetarian
diet, moderate aerobic exercise, stress
management training, smoking cessa-
tion, and group psychosocial support
previously described in detail.3™ Pa-
tients were encouraged to avoid simple
sugars and to emphasize the intake of
complex carbohydrates and other whole
foods.Only 1 patient in the experimental
group was actively smoking at baseline,
and she quit at entry. Control group pa-
tients were asked to follow the advice of
their personal physicians regarding life-
style changes.

Statistical Methods

We decided a priori to use percent di-
ameter stenosis as the primary depen-
dent variable. Statistical methods to
compare the 2 groups were previously
described.® Analysis of adherence vari-
ables and risk factor levels used time-
structured repeated measures in which
levels from all 3 measurement times
(baseline, 1 year, and 5 years) were in-

Lifestyle Heart Trial—QOrnish et al



















































































