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Kurdish Asylees Update: The Office of Refugee Resettlement has sent additional staff 
to Guam to prepare for the next group of Kurdish evacuees from Iraq. This group, 
totaling 4,000-5,000 people, are employees and families of U.S. funded and U.S. based 
non-governmental organizations. The first group of2,136 evacuees and some of the 
second group will be resettled by December 8. Kurdish asylees have been resettled in 56 
sites with the largest numbers in Nashville, TN, Salt Lake City, UT, the metropolitan 
Washington, DC, area and Phoenix, AZ. 

I Needle Exchange Report: On December 12, the Advisory Committee to the Director of 

1 
the National Institutes for Health will meet to issue a report on a review of an NIH­
funded research program in AK involving needle-exchange among IV-drug users. 

Operation Unload: On December 5-6, the Administration on Aging in conjunction with 
the AARP, the National Association of Attorneys General, the FBI and the U.S. Postal 
Inspection Service will launch a national effort to warn victims and potential victims that 
their names appear on telephone lists used by criminals and unscrupulous telemarketers. 
"Operation Unload" will use older volunteers to call nearly 5,000 people across the U.S. 
whose names appear on the lists. The program will be launched in Ft. Lauderdale, FL. 

(n ~ • Medicaid Expenditures Report: This week, a Kaiser Family Foundation report was 
ii~ released contending that rapid Medicaid expenditure growth from 1988 to 1992 has 

1 ~ ~ slowed dramaticall and will be slower in the near future than current forecasts redict. 
~ ~ The report attributes the decline in growth to the following factors: federal legislation 

~U'fJY:> limiting state provider taxes and donations; decreases in enrollment; reduction in medical 
h:1~ inflation; and use of managed care and other cost containment efforts. The report predicts f ~ "A that welfare refonn implementation will slow Medicaid growth further. 

• AL Medicaid Waiver: On December 6, HHS announced that AL has won approval from 
the Administration for a unique Medicaid reform demonstration project in Mobile 
County. Under the waiver, Medicaid beneficiaries in Mobile County will choose their 
own primary care provider from within the plan's network and may change primary care 
providers within the network at any time. 

• Media Inquiries: On December 15, NBC 's Today Show will cover a special VIP visit to 
the NIH campus. 
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• Singapore Ministerial Conference: On December 9-13, Singapore will host the 1996 
ministerial conference of the WTO. As the first such conference since the entry into 
force of the organization in 1995, the Singapore Ministerial will provide a critical 
opportunity to gauge the success of implementation of WTO agreements and set a course 
for the future work of the organization. The agenda for this ministerial conference 
addresses three major areas: (1) reviewing implementation of existing agreements and 
taking stock of unfinished or anticipated work associated with those agreements; (2) 
finalizing an agreement aimed at further liberalization of trade in information technology 
goods and securing an endorsement of negotiations to reach agreement on greater 
transparency, openness and due process in government procurement; and (3) determining 
whether to initiate WTO work in the areas of investment and competition and examining 
the relationship between trade and core labor standards. 

DEPARTMENT OF HEALTH AND HUMAN SERVICES 

• Child Immunization: Almost one million two-year-olds in the U.S. are still not 
adequately immunized against vaccine-preventable diseases. While immunization rates 
are at an all time high of 75 percent and vaccine preventable diseases at an all-time~' 
tsere are still children who lack proper immunization. On December 9, Secretary Shalala 
will launch a new immunization public service campaign at the fifth annual conference of 
Every Child By Two, a coalition which helps promote childhood immunization. The 

(\ 

campaign will consist of a series of public service announcements encouraging parents to 
"1 make sure that their children are adequately immunized. The announcements will carry 

an 800 number to respond to requests for additional information in both English and 
Spanish. 

• Ryan White Care Act: As early as December 9, HHS will award Ryan White CARE 
Act formula grants totaling $227. 7 million to 49 eligible metropolitan areas in 20 states, 
DC and PR. The grants fund a wide range of medical and support services for uninsured 
and underinsured individuals in areas witWa high incidence of HIV and AIDS. . 

• Tobacco Litigation: On December 2, the government filed its brief in opposition to 
plaintiffs' motion for summary judgement in the four NC lawsuits challenging FDA' s 
regulations restricting the sale and distribution of tobacco products to protect children and 
adolescents. The government's position was supported by amicus briefs filed by MN, 32 

~~ other states, Guam and San Francisco, CA. Plaintiffs' reply briefs are due on December 
~ ~ 23. Oral argument is scheduled for February 10, in Greensboro, NC. 

lu:::; Liver Transplants: On December 10-12, HHS will hold public hearings on liver 

, ~ methods to increase organ donation as a whole. 

'½~:½,:~~ 
,~,~°!¼;'t:~ 
~ ~'~-s 
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NAFT A Panel: On December 2, USTR received the report of the first panel established 
under NAFTA dispute settlement procedures in a case brought by the U.S. against 
Canada involving Canadian tariffs on poultry, eggs, barley, and margarine. The panel 
supported Canada's view that it could apply high tariff rates (in excess of 100 percent), 
under its WTO tariff schedule, to U.S. agricultural imports, notwithstanding pre-existing 
obligations under NAFTA to eliminate all duties between the U.S. and Canada. Upon 
release of the report, Ambassador Barshefsky and Secretary Glickman issued a joint 
statement indicating that the U.S. will do everything possible to seek the ultimate 
elimination of these duties and to improve U.S. access to the Canadian market for these 
products. 

Mexican Brooms: On December 2, the White House announced that you had provided 
tariff relief and other forms of adjustment assistance to the U.S. broom com industry. 
The action affects imports from Mexico, Panama, Honduras and Colombia. Mexico has 
stated it will shortly raise its duties on selected products in retaliation, as allowed for 
under NAFTA. Wine, brandy, Tennessee whiskey and flat glass are possible targets. 

Japan Insurance: On December 6, Ambassador Barshefsky will travel to Tokyo, Japan, 
to meet with Japanese Finance Minister Mitsuzuka in an effort to reach an agreement on 
U.S. access to the Japanese insurance market. The formal deadline for negotiations is 
December 15. Ambassador Barshefsky discussed sanctions options at a principals, 
meeting on December 4, should the negotiations fail to resolve the issue. 

Africa Trade Report: On December 8, you are required by the Uruguay Round 
Agreements Act of 1994 to submit a report to Congress regarding the Administration's 
trade and development policy for the countries of Africa. The report will outline that 
Sub-Saharan nations will receive trade benefits conditioned on undertakings by such 
nations to enact economic reforms and make binding commitments to open their markets 
and discuss new initiatives that do not require additional budgetary outlays or legislation 
to be implemented. 

EU Agriculture: Ambassador Barshefsky is concerned that the EU has failed to 
implement a number ofU.S.-EU agricultural agreements. I ad ition the EU appears 
poised to impose a series of non- • • • th • • of numerous . . 
agncu tura products by the end of the ear. This situation jeopardizes our a 11ty to 
secure su port or as ac negotiatmg authori within the agricultural community. The 
EU-U.S. Summit on December 16 will provide an opportunity to a dress t ese issues at 
the highest level. 7 
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FEC Investigates Presidential Democratic Convention Travel: In Re Clinton/Gore 
'96 Primary Committee. The FEC is investigating whether the federal government 
violated the Federal Election Campaign Act through taxpayer funding of travel by the 
President and Vice President aboard a chartered Amtrak train. The RNC has filed an 
administrative complaint alleging that the $113,000 paid by the Clinton/Gore Committee 
to Amtrak to cover the committee's proportionate share of expenses arising from the 
President's travel is insufficient. On November 22, DOJ argued that the federal 
government did not violate the Act by use of appropriated funds to pay for the President's 
travel expenses, since such payments do not constitute campaign contributions as defined 
in the Act. 

Attorney General to Argue Case: On December 11, the Attorney General will present 
argument at the Supreme Court on behalf of the U.S. as amicus curiae in MD v. Wilson. 
The question presented is whether an officer who has made a lawful traffic stop may 
order a passenger out of the car absent particularized suspicion of wrongdoing by the 
passenger. 

Freemen Cases: On November 22, in MT, two superseding indictments were returned 
against 22 of the 24 Freemen in MT. The lead indictment includes 14 defendants and 40 
counts of conspiracy, bank fraud and other crimes. The second indictment charges eight 
defendants with being accessories after the fact. 

Laboratory Settlement: On November 21, Laboratory Corporation of America, on 
behalf of Roche Biomedical Labs, National Health Labs, and Allied Clinical Labs, agreed 
to pay the U.S. and 44 state Medicaid programs $182 million to resolve civil allegations 
under the False Claims Act regarding unnecessary blood tests billed to Medicare and 
other programs. The company, on behalf of the Allied San Diego Regional Lab, also 
pleaded guilty to one felony count of Medicare fraud and agreed to pay a $5 million fine. 

Brown University Gender Discrimination Case: On November 21 , the First Circuit 
issued its decision in Cohen v. Brown University. As DOJ had urged in its amicus brief, 
the court affirmed the district court's ruling that Brown discriminated against women in 
the operation of its intercollegiate athletics program. 

Adarand 8(a) Contract: On November 27, in Cortez v. NASA (D.D.C.), Judge Stanley 
Sporkin enjoined NASA from awarding a contract to a minority-owned firm pursuant to 
SBA's 8(a) program. Judge S orkin that th ro ram was faciall constitutional 
nder the Adarand standard for federal affirmative action measures. However, he hel 

that the 8(a) program was unconstitutional as a lie cu ar award m question. 
por m said that Adarand calls.for a particularized industry-specific determination 

'\, 
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District of Columbia: On December 5, Treasury officials met with DC and Authority 
officials to discuss a possible Treasury Advance. Treasury officials have reviewed the 
preliminary information provided by DC which outlined its cash needs, Congressionally 
authorized expenditures and market access issues. Treasury has requested additional 
information. Based on the initial review, Treasury expects to advance DC approximately 
$175 million on December 26. 

Inflation-Indexed Securities: Marketing presentations for inflation-indexed securities 
continue in the U.S. and abroad. The level of understanding among institutional investors 
continues to grow, and interest in the securities seems broadly based. The Wall Street 
Journal reported that many mutual fund companies have filed with the SEC to offer 
inflation-indexed mutual funds. 

Bearing on Jewish Assets: On December 11, House Banking Committee Chairman 
Leach will hold a hearing on the issue of Jewish Holocaust Assets held by Swiss banks. 
Witnesses include Ambassador Eizenstat, Edgar Bronfman, Former Fed Chairman Paul 
Volcker and representatives of the Swiss banking industry. 

Farm Produce Taxes: On December 5, Treasury officials met with farm industry 
representatives regarding a recently released IRS ruling regarding the tax treatment of 
crops sold by farmers with payment in a subsequent year. The ruling holds that, while 
the farmer may defer inclusion in income of the deferred payment until received for 
regu~ar tax purposes, no deferral is permitted for purposes of Alternative Minimum Tax 
(AMT) taxpayers. With no deferral allowed for AMT taxpayers, taxes come due in one 
year although some payments are not received until the following year. This situation has 
upset the farming community affected by this rule. Senator Daschle has sent Secretary 
Rubin and Commissioner Richardson a letter, cosigned by Senator Baucus and a number 
of other Senators, requesting a moratorium on the rule. Treasury officials believe that the 
IRS is correctly applying the current law, but would work with Congress on corrective 
legislation. Treasury officials are not in favor of an administrative change or retroactive 
relief. 

Secretary's Schedule: Secretary Rubin will participate in the following events: 
December 8 - Appear on NBC 's Meet the Press. 
December 9 - Travel NY to meet with Mexican President Zedillo and interview with the 

CBS Evening News team, The New York Times editorial board and CNN's 
Moneyline. 

December 12 - Travel to Boston, MA, to do several events at Harvard's JFK School of 
Government. 
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January 5-10, 1997, in which case it will become effective immediately upon the 
governor's second signature. In an effort to defeat the likely condemnation, the City 
offered to transfer an interest in the land immediately to the U.S. Fish and Wildlife 
Service as. a wildlife refuge. The Fish and Wildlife Service does not perceive the area to 
have strong wildlife value, and there are important budget and cleanup issues that would 
also have to be addressed before any transfer could be agreed to. 

• Copperbelly Watersnake: On December 11, the Fish and Wildlife Service, in 
conjunction with representatives of relevant states and industry groups, will announce the 
decision to withdraw the Copperbelly Watersnake. The Copperbelly Watersnake, native 
to KY, IN, IL, MI, and OH, was proposed for listing as threatened under the Endangered 
Species Act on August 18, 1993. 

• Oil and Gas Lease Sale: On December 3, Secretary Babbitt and Governor Knowles met 
in Seattle, WA. The Governor and the Secretary reviewed Lease Sale 149, an oil and gas 
offering in Cook Inlet which the Governor has objected to. Secretary Babbitt proposed a 
smaller sale alternative in the Upper Cook Inlet, coupled with certain state and federal 
actions that would protect the Lower Cook Inlet from future leasing; the Lower Cook 
Inlet is the area of most concern to environmentalists and Native Americans. The 
Governor enthusiastically agreed with the Secretary's proposal, and is likely to announce 
it on December 5. 

• Headwaters Forest Land Exchange: On December 5, DOI delivered a list of assets to 
Maxxam/Pacific Lumber Company which are available for the land exchange portion of 
the September 28 agreement between the company and DOI. The excess assets to be 
presented include BLM timber lands, GSA office buildings, Bureau of Mines office 
buildings, Navy facilities, and other appropriate lands. Maxxam will be meeting with 
DOI representatives on December 11 and 12 to begin the process of appraising these 
assets. 

• Ward Valley: On December 11, DOI will formally announce that it is soliciting bids 
from outside-government contractors to prepare a Supplemental Environmental Impact 
Statement (SEIS) on the proposed Ward Valley land transfer in CA. Ward Valley is the 
site of a proposed low level radioactive waste site serving CA, AZ, ND and SD. The 
SEIS will address new issues that have come to DOI's attention since the original 
environmental impact statement was completed in 1991. 

Grand Staircase-Escalante National Monument: DOI is appealing OMB's decision to 
eliminate new funding for the Monument in BLM' s FY98 budget. Without funding, 
BLM will be unable to fulfill commitments made to UT and other parties in conjunction 
with your proclamation. 
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• Secretary's Schedule: Secretary Babbitt will participate in the following events: 
December 11- Signing of a conservation agreement for the Copperbelly Water snake in 

Frankfurt, KY. 
December 12- Participate in the release of a population of CA Condors in AZ. 
December 13- Tour a fire management area in the Ponderosa Pine Forest in Northern AZ. 

UNITED ST ATES DEPARTMENT OF AGRICULTURE 

• 

• 

Marketing Order Case: On December 2, the Supreme Court heard oral arguments in 
Glickman v. Wileman Bros. and Elliott, Inc. (Wileman), challenging the constitutionality 
of tree fruit marketing orders administered by USDA. The Ninth Circuit Court of 
Appeals found that the tree fruit and almond advertising program was unconstitutional on 
First Amendment grounds, and the U.S. sought Supreme Court review. The central issue 
is whether mandatory assessments used to produce a generic advertising program 
constitutes a violation of the handlers' First Amendment right to free speech. The case 
would affect the viability of the 29 federal and numerous state generic agricultural 
advertising programs. This case was brought by several handlers of CA peaches, plums, 
and nectarines. Secretary Glickman issued a statement emphasizing the Administration's 
strong support for federal marketing orders. 

Minority Farmers Issues: African American farmers from VA have raised concerns 
regarding possible discrimination in USDA farm credit programs. This issue has received 
some press coverage in VA, and the farmers have indicated that they will hold a march in 
front of USDA headquarters and the White House on December 12 to express their 
concerns. There is also a hearing scheduled for December 13. Representative Clayton sent 
a letter to USDA indicating her interest in these issues and her intent to ask the House 
Agriculture Committee to hold hearings. 

Dairy Policy Reform: On. December 3, USDA announced the first step in dairy policy 
reform as required by the 1996 farm bill. This proposal will consolidate the current 32 
federal milk marketing orders into 10. 

• Cutthroat Trout: In a November 18 letter to USDA, the Sierra Club Legal Defense Fund 
~ claims the Forest Service is violating the Endangered Species Act and the Administrative 
~ 'I' 1 Procedures Act by "proceeding with activities that may affect the Umpqua cutthroat trout 

V c;! /. in western OR." The group intends to file suit, which could cause some problems for your 

~ I~ Forest Plan. 

~ ~
17 

• ~~ ,A.cting Forest Service Chief Named: Last week, Secretary Glickman asked Forest & ~ Service Associate Chief Dave Unger to serve as Acting Chief until a successor is named 
~~ ½ for retired Forest Service Chief Jack Ward Thomas. 
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Agricultural Markets: Farm milk prices for manufacturing grade milk declined in 
November to $13.10 per hundredweight, compared to September's $15.30 record high. 
Despite the drop, the November price is the highest for the month since 1989. Following 
declines in cheese and butter prices during the past several weeks, milk prices will likely 
decline further in December. 

Welfare Reform Update: On November 27, USDA notified WI of approval of its welfare 
reform demonstration project, Wisconsin Works (W-2). W-2 implements a nutrition 
education training component, imposes an employment and training fiscal sanction, and 
revises the work registration exemption criteria. On December 3, USDA released guidance 
to states seeking waivers for food stamp limits. When a state agency can certify that data 
from the Bureau of Labor Statistics show an unemployment rate above 10 percent in 
specified areas, the state may begin to operate the waiver in those areas at the time the 
waiver request is submitted. USDA must approve waivers based on a lack of sufficient 
jobs before they take effect. LA, NJ, and VA have received waivers from USDA to 
exempt individuals in areas with unemployment rates over 10 percent from the work 
requirement provisions of the Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996. Requests have also been received from IL, WA, and WV. 

Timber Industry: Prepared under your Northwest Forest Plan, four new timber sales will 
be offered in OR's Mount Hood National Forest and are expected to draw some 
controversy. The Eagle and Beagle Sales will be auctioned on December 17 and the Talon 
and Claw Sales on December 19. 

Cattle Producers: The week of December 2, USDA purchased 5.1 million pounds of 
ground beef products for use in the National School Lunch Program and other federal food 
assistance programs. This continues the Administration' s commitment to stabilize low 
cattle prices and to help U.S. cattle producers through the current period of high feed costs 
and reduced feed availability. Total weekly beef purchases since July have reached 121.8 
million pounds at a cost of $114.9 million. 

Timber- Salvage Sales: In a recent letter to you, 53 Members of Congress raised concerns 
regarding the implementation of the salvage timber rider, which terminates December 31 . 
They fear that ecologically damaging salvage sales are being rushed through the process to 
take advantage of the salvage rider's restrictions on citizen appeals and legal challenges. 
Under Secretary for Natural Resources and Environment Lyons is sending a directive to 
the Forest Service to ensure that no salvage sales proceed on an expedited basis. 
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• Secretary's Schedule: Secretary O'Leary will participate in the following events. 
December 10-12 - Participate in the Foundations for Energy - Efficient Communities 

convention. 
December 11 - Participate in a teleconference to discuss the results of a national public 

opinion survey on energy issues released by the Sustainable Energy 
Coalition. 

December 12 - Convene a public meeting on the impacts of electricity industry 
restructuring in the southwest region. 

• St. Louis Cleanup: On December 5, Under Secretary Grumbly addressed the St. Louis 
Site Remediation Task Force announcing that DOE has accepted the Task Force 
recommendation to cease disposing radioactive waste at the St. Louis, MO, Airport site. 
The Administration has already increased the annual cleanup budget from $8 million to 
$23 million resulting in the cleanup of residential, industrial and a river front area for 
recreational use. 

DEPARTMENT OF EDUCATION 

• IDEA in Religious Schools: On December 2, the Supreme Court invited the Solicitor 
General to file a brief on whether the Court should review the case of K.R. v, Anderson 
School District. A Seventh Circuit panel adopted DoEd's position in the case that the 
Individuals with Disabilities Education Act (IDEA)does not require a school to provide a 
full-time instructional assistant to a child who is voluntarily enrolled at a parochial school 
and that failing to provide such assistance does not violate the First Amendment 

• Student Loan Fraud: A Federal jury found the owner and operator of a CA proprietary 
school, California Institute, guilty of wire fraud and false statements arising from a scheme 
that defrauded DoEd of at least $4.3 million. The Defendant recruited students from 
homeless shelters, unemployment agencies and housing projects and retained the proceeds 
of the student aid for which they applied, even after the students withdrew from the school. 

~ Sentencing is scheduled for February 6, 1997. 

~ Default Rate Release: In early January, Secretary Riley will announce the student loan 
default rate for FY94. It is expected to be lower than the FY93 rate. The FY94 rate 

~ 1"- encompasses loans that went into repayment during the period October 1993 through 
(} \.f' September 1994, and reports on their repayment history for the period October 1993 

through September 1995. The FY93 rate was 11.6 percent, the lowest ever, down from 
over 22 percent in FY90. 

~/ ~~ 

' ~a; ' 

\~ 
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• Small Business Conference: On December 11-12, several hundred delegates from 
the White House Conference will meet in Washington D.C. 

• St. Petersburg: Economic Injury Disaster Loans have already been approved in St. 
Petersburg, FL, as part of the Interagency Task Force you requested Secretary 
Cisneros to lead as a result of the recent civil unrest. 

SOCIAL SECURITY ADMINISTRATION 

• Welfare Reform Regulations: By November 22, SSA was required to publish 
regulations by four provisions of the Welfare Reform bill. Two of the provisions, 
accountability requirements for benefit payments to children and installment 
payment of large past-due SSI benefits, are contained in an interim final rule which 
is under review at 0MB and which SSA expects to publish the week of December 
9. A third provision applies a $30 payment limit to children in medical care 
facilities receiving payment on their behalf under a private health insurance policy. 
SSA expects to publish this interim final rule in mid-December. The fourth 
provision changes the definition of disability for children in the SSI program and 
requires SSA to develop implementing regulations for defining this new eligibility 
standard. 

• Working Seniors Earnings Report: Social Security beneficiaries under age 70, 
who continue to work and earn more than the exempt amount, are required to file 
a report of their earnings with SSA so that the Agency can determine the correct 
level of benefits. As part of a Reinventing Government II initiative, SSA is 
proposing to revise its regulations regarding these reports . Under the proposed 

S?(_, revision, SSA would use the W-2 income tax information filed by the employer 
~ 1 U (A and/or the self-employment income tax return filed by the individual with IRS as 
Lu-,\...~ ~( the annual report of earnings. 1:his would eliminate the annual report of earnings 
~;~ U -~ form and the need for most of the 1.3 million working beneficiaries to file a 
~- . separate report. The estimated total reduction in the public re ortmg burden is 

) ,833 hours. SSA expects to publish a final regulation by mid-Apn. 
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TEL:12023476269 Dec 04 96 

611 Tenth Street, N.W., Wuhington, D.C. 20004 202/638-2941 FAX 202/347·6269 
, ... ~;; __ . 

November 22, 1996 

Dear Mrs. Clinton: 

/,; " : ... 
',l;, , ., 

---• --.:.=·,~:.::i.· 

• -:~ .=~~q-/: , .· 
• JJi~:f:?:t:. _' 

-~ 
We cenainly hope that you will again agree to serve as Honorary ·_ 
our "Gala Salute to the President at Ford's Theatre." , .. 
We have enclosed a letter requesting confirmation of the date for thc •. F~stivaJ 
along with other details of the event. .: . . :~. • • 

Thank you for your kind consideration. 
your participation . 

-d,tJ.~ 
Tricia Lott 
G~la Co.Chair 

Mrs. Hillary Clinton 
The White House 
Washington, DC 20500 

Sincerely, 

' ~- :~:-::ft ~ --~;;:·· . • 

As always, we are lookingJorward lo 

/PJl~L ---~---' 
//-~:, 

·• ·»· ··· · ·, .. 

Peatsy Hollings 
Gala Co-Chair 
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• November 22, 1996 ,, '~ • 
.·.t!l~r-

.• :~ ·- · 

Dear Mr. President and Mrs. Clinton: 

As Co~Chairs of the 1997 "Gala Salute to the President a£Ford'fl:J'c~••~ ­
are anxious to welcome you back to Ford's for a relaxed evcnin~ sic"and ·, 
laughter. Capital Cities/ABC, Inc. will again air the show as a ~ e • • , . 
special. • ••• .; ., • '._ff~;: 

This year's fonnat will be the same as in the past - - a post-re~•-,·., 
for our guests and the performers in Statuary Hall of the Capito[.o 
evening; a reception for the stars, major contribute~ and lc"ord'i 
members at the White House on Sunday afternoon priofto !he_P, 
performance at Ford's Theatre on Sunday ~vening. followed byj1 
at the Organization of American States Building. ·,.~ 

y;.-

ce~ the 
pper 

~ ··-~ ·- .. i : 

We have tentatively scheduled the performance and the White Hi, ~~/ cception 
for Sunday. March 2, 1997; several entertainers are graciously hofdibg this date. 

. ·· ,./i<:".~ ·, 

If your schecjule will not accommodate March 2. we have Sunday~ ~ch 9 as 
an alternative. -· : • 

In order for us to move quickly to line up an all-star cast, WC hope you can 
confirm one of these dates as soon as possible. We look forward to honoring 
you both with another memorable evening at Ford's Theatre. 

Tricia Lott 
Gala Co-Chair 

The President 
and Mrs. Clinton 
The White House 
Washington, DC 20500 

Sincerely. 

Peatsy Hollings 
Gala Co-Chair 



TH E W HITE H O l . SE 

December 9, 1996 

To: Leon Panetta 
Harold le es 
Evelyn Lieberman 
George Stephanopoulos 

Fr: Todd Stefn@'\ 

Re: National AIDS Strategy 

As you recall, the presentation of this strategy report, which 
was considered as an option for Dec. 2 in connection with 
World AIDS Day, was postponed, in part because of Richard . 
Socarides' apparent concern that it would be criticized. 

Patsy Fleming's attached note indicates that, while the report 
may indeed get some criticism from groups who want us to take 
substantive steps that we aren't prepared to take -- e.g., needle 
exchanges, specific commitments for increased funding, a 
"Manhattan Project" research effort -- the report reflects 
extensive consultation with the AIDS community and should be 
supportively received by most of it. Patsy also notes that the 
consultation process has created an expectation that the 
report will be presented to tlie President and urges that this 
happen before the next meeting of the President's Advisory 
Council, Dec. 15-17 in Washington. 

Having talked to Patsy and her very competent deputy, Jeff 
Levi, my sense is that we would hurt ourselves not by putting 
the report out, but by failing to do so. And that a brief 
presentation of it to the President is probably in order. 

cc: Erskine Bowles 
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THE WHITE HOUSE: 

WASHINGTON 

MEMORANDUM TO T~'fBRN 

FROM: Patsy Pl~n1r 

SUBJECT: National AIDS Strategy 

For nearly a year, the Office of National AIDS Strategy has been working with 
representatives of numerous Fe.dcra.l Agencies to develop the first...ever National AIDS 
Strategy. A fina1 version of this strategy is now ready to be presented to the Pl'esident 
and released to the public. 

Background 

In his 1992 campaign, the President promised that his Administration would develop a 
national AIDS strategy to guide his Administration's approach to the numerous 
challenges presented by lllV and AIDS. My office has endeavored to draft the strategy 
with significant input from all relevant Agencies, the President's Advisory Council on 
HIV/AIDS, and national AIDS organizations. 

The completed document is, by necessity, broad in nature but sets out six major goals: 
To work to develop a cure and a vaccine; to reduce and eventually eliminate new 
infections; to provide pa,plo with AIDS access to necessary care and services; to fight 
AIDS-related discrimination; to maintain our jntemational leadership role; and to ensure 
that scientific advances are translated into improved care and prevention. 

The strategy was reviewed by all relevant Agencies, by members of the President's 
Advisory Council, and by 11 national AIDS organizations. Revisions were made to 
reflect the comments of Council members and the external organizations. The final 
document has general support, but it is important to note that support is not universal. 
Some of the outside organizations would like the strategy to make specific commitments 
for future funding of AIDS research, prevention, and care. Others would like the 
strategy to embnice such approaches as needle exchange programs and a "Manhattan 
Project" research effort. On balance, however, I believe we can depend on support from 
the majority of thege organizations. 

Recommendation 

The external review process has created expectations that this document will be 
delivered to the President. I would like to present the report to the President and 
relea5c it to the public before the next meeting of the President's Advuiory Council, 
scheduled for Dec. 15•17, here in Washington. 
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EXECUTIVE DEPARTMENT HEADS 

The Honorable Warren Christopher 
Secretary of State 

The Honorable Robert E. Rubin 
Secretary of the Treasury 

The Honorable William J. Perry 
Secretary of Defense 

The Honorable Janet Reno 
Attorney General 

The Honorable Bruce Babbitt 
secretary of the Interior 

The Honorable Daniel R. Glickman 
Secretary of Agriculture 

The Honorable Michael Kantor 
Secretary of Commerce 

The Honorable Robert B. Reich 
Secretary of Labor 

The Honorable Donna E. Shalala 
Secretary of Health and 

Human Services 

The Honorable Henry G. Cisneros 
secretary of Housing and 

Urban Development 

The Honorable Federico Pena 
Secretary of Transportation 

The Honorable Hazel Rollins O'Leary 
Secretary of Energy 

The Honorable Richard w. Riley 
Secretary of Education 

The Honorable Jesse Brown 
Secretary of Veterans Affairs 



INDIVIDUALS CURRENTLY HOLDING CABINET RANK 

Name and Title 

Madeleine Korbel Albright, 
Representative of the United 
States of America to the 
United Nations 

Carol M. Browner, 
Administrator of the Environmental 
Protection Agency 

Leon E. Panetta, 
Chief of staff to the President of the 
United States of America 

Thomas F. McLarty, III, 
Counsellor to the President of the 
United States of America 

Philip Lader 
Administrator of the Small Business 
Administration 

John M. Deutch 
Director of Central Intelligence 

Joseph E. Stiglitz 
Chair of the Council of Economic 
Advisers 

James Lee Witt 
Director of the Federal Emergency 
Management Agency 

Barry R. Mccaffrey 
Director of National Drug 
Control Policy 

Franklin D. Raines 
Director of the Office of Management 

and Budget 

Date of Rank 

1/27/93 

1/21/93 

7/17/94 

7/17/94 

10/12/94 

5/9/95 

6/28/95 

2/26/96 

3/1/96 

9/13/96 



Proposed Text for 1997 Birthday Card 

Happy Birthday! 

1 We are delighted to extend our warmest congratulations on this joyous 
ti✓ occasion;-fl'PQ-~e jo~ your family and _frien~s in wishing you a 

memorable celebration and every happiness 1n the year ahead . . 



Proposed Text for 1997 Special Occasion Card 

As you celebrate this special occasion, Hillary and I join your family 
and friends in extending warmest congratulations. You have our best 
wishes for every future happiness. 



Proposed text for 1997 Anniversary Card 

We are pleased to extend to both of you our wannest congratulations 
on your wedding anniversary. 

As you mark this milestone in your marriage, you have our best wishes 
for a joyous celebration. May your love for each other continue to 
grow in the years ahead. 



Proposed Text for 1997 Get Well Card 

Hillary and I were sorry to learn that you have not been well. We 
hope that you will soon be feeling better, and we are keeping you iµ 
our thoughts and prayers. 



.• 

Proposed Text for 1997 Condolence Card 

Hillary and I were deeply saddened to learn of your loss. 

You have our heartfelt sympathy, and we hope that the support of your 
family and friends will bring you comfort in the days ahead. We are 
keeping you in our thoughts and prayers. 
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Seeking justice 
by James M. Wall 

~ -Q -~ '-

'1-½L...----

P 
OISED TO BEGIN his second term, Bill Clinton has an 
opportunity to put into action Reinhold Niebuhr's 
understanding of the purpose of politics: to bring rel~ 
tive justice to a fallen world. The list of problems and 

injustices is, of course, long and complex. One pressing issue 
about which Clinton can do something is the suffering of the 
people of Iraq caused by the economic sanctions .imposed on 

that country at the end of the gulf war. 
The sanctions were applied to punish 
Saddam Hussein for invading Kuwait 
in 1990 and for subsequently failing to 
convince United Nations officials that 
he had either eliminated Iraq's 
weapons of mass destruction or opened 
them to inspection. This punishment 
appears both unjust and counterpro­
ductive: it has had little impact on Iraqi 
leadership, and it has entailed enor­
mous suffering for the Iraqi people. 

killed in the war with Iran in the 
T980s. 

Efforts by UNICEF to raise funds 
from donor nations to feed starving 
Iraqis have met with little success, ac­
cording to one UN official, because 
Iraq is not a destitute nation. Once a 
standoff between the Clinton admin­
istration and Hussein ends over how 
to implement oil sales, Iraq could 
begin exporting up to $2 billion worth 
of oil every six months . 

THE PRESIDENT HAS SIEN •• 
tz. - 9 -s-qG 

points the way to the harmony of all ·in~ 
terests, or merely opens the way for 
new and different conflicts, po$sibly 
involving larger groups and interests 
and higher levels of destructiveness. • 
Theories of justice point tl1e way to ad­
judication of future conflicts on the 
basis of moral claims, but there is no 
way of knowing in advance that they 
will be successful." For this reason, 
Lovin goes on, "the obligation to pur­
sue justice musfrest on some commit­
ment other than predictable success." 

The U.S. cannot impose justice on 
other nations, but it can follow its own 
best traditions in dealing with other na­
tions by taking those actions that do ~ot 
deprive others of justi~. We dare not 
conduct foreign policy from a posture 
of naivete, but at the same time we 
must not deny the presence of moral 
claims in our dealings with others. 

In An Interpretation of Christian 
Ethics, Niebuhr offers this word of real­
istic guidance: "Every truly moral act 
seeks to establish what ought to be, be­
cause the agent feels obligated to the 
ideal, tl1ough historically unrealized, as 
being the order of life in its more essen-

tial reality. Thus the Chris­
In his first term, Clinton wanted to 

act tough in dealing with Saddam 
Hussein. But now freed from having 
to run for president again, Clinton can 
put aside the constraints of domestic 
politics and deal with the situation in 
Iraq, where, according to Carol Bel­
lamy, executive-director of UNICEF, 
~ach month hunger and disease cause 
the deaths of 4.500 children under the 

Some UN diplomats have 
complained that the U.S. 
is stalling over the estab­
lishment of oil prices and 
the writing of contracts 
with Iraq, preventing a 
resolution of the situation. 

Can the U.S. 
tian believes that the ideal 
oflove is real in the will and 
nature of God, even though 
he knows of no place in his­
tory where the ideal has 
been realized in its pure 
form . And it is because it 
has this reality that he feels 
the pull of obligation." 

' age of five. 
According to the New York Times , 

Harvard epidemiological researcher 
Mary Smith Fawzi has found that 
~ ·s crumbling water and sewag,e 
5¥stems place "even moderately m~­
oourished children . at a much 
gt:ester risk a£ death" from infections. 
One UNICEF report indicates that 
mace than bal( of Iraqi women and 
children receive less than 50 percent 
of daily caloric requirements . And, ac­
cording to Catherine Bertini, "director 
of the UN World Food Program, with 
Iraqi food production now 30 percent 
below last year's total , the winter 
months will be especially difficult for 
180,000 malnourished children and 
900,0ou women whose husbands we re 

move to 
prevent 
hunger 

U.S. officials continue 

and disease 
from further 

to insist that it's Iraq that 
has delayed final agree­
ments on the, sale of oil. Is 
bickering over the price of 

ravaging 
the people 
oflraq? 

Bill Clinton can't claim 
that he knows God's will in 
any particular political sit-

the oil and the method of 
distributing it seemly behavior for the 
world's most powerful nation, when it 
knows that with each passing month 
another 4,500 children die from 
hunger and disease? 

The answer is not as obvious as it 
mTght seem, since there is no guaran­
tee that Hussein would use his oil rev­
~e to alleviate the suffering of the 
people. Nevertheless, the u.s. needs 
to remove the barriers that make it cer­
tain that the suffering will continue. 

In his book Reinhold Niebuhr and 
Christian Realism Robin Lovin points 
out that "it is impossible to say whether 
the resolution of a particular conflict 

1099 

uation, even one involving 
the deaths of 4,500 children each 
month. He does have a moral obliga­
tion to do what he can to prevent those 
deaths. He cannot impose his will on 
Hussein directly, nor is he able to im­
pose an internal political solution in 
Iraq. He can only take the steps his 
obligation to justice pulls him to make. 

A second-term president is able to 
act in the best interests and according 
to the best moral claims of his nation. 
Free from the demands of political ex­
pediency (and relieved of na'ive as­
sumptions about what is possible), he 
can seek those solutions that enhance 
justice in an imperfect world. ■ 

C it RJSTIAN C~: NTUIIY November 13, l\:l96 



r'TE HOUSE 

WASHINGTON 

December 4, 1996 

The Honorable Richard Helms 
4649 Garfield Street, N.W. 
Washington, D.C. 20007 

Dear Dick: 

Thank you so much for your kind expression of 
support. I am honored to have the opportunity 
to continue serving our country in this time 
of momentous change and promise. I look forward 
to working with you over the next four years and 
will strive to uphold the trust that the American 
people have again shown in me. 

From my close association with the CIA over the 
past four years, I have come to appreciate the 
unique capabilities that its people bring to the 
mission of safeguarding our national security. 
The CIA's people are its most important asset, 
and I am fully committed to ensuring that they 
receive the recognition and honor which they 
deserve as a valued national resource . 

I am grateful for your encouragement. You and 
Cynthia have my best. 

Sincerely, 



RICHARD HELMS 
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December 5, 1996 

Ms. Davida Bache 
President 

THE WHITE HOUSE 

WASHINGTON 

Evolution Balance Management 
32 West Anapumu Street 
Santa Barbara, California 93101 

Dear Davida: 

Thank you so much for your letter and the copy of your son's 
inspiring essay. I was moved by your personal experience, 
and I have shared your correspondence with my staff. 

You should be proud of the courage, initiative, and ability 
you have shown in making a better life for yourself and your 
sons. I commend you for providing such a powerful example 
for all Americans and for caring enough to want to help others 
in similar situations. With the assistance and encouragement 
of our communities, dedicated people like you are meeting the 
challenge of moving people from welfare to work and helping 
us to build a brighter future for all our nation's people . 

We have a historic opportunity to end welfare as we know it and 
replace it with a system that offers hope, demands responsi­
bility, and rewards work. It is now up to all of us to ensure 
that welfare is a second chance, not a way of life. I extend 
my deepest thanks for your commitment to this important cause. 

Hillary and I send our best wishes to you and your family for 
much continued happiness and success. 

Sincerely, 



fVOlUTION 
balance management 

November 1 1996 
DAVIDA BACHE 

president 

Dear President Clinton, 

My company, Evolution was founded four years ago within the walls of o homeless shelter here in Santa 
Barbaro. I was on full government support and I locked the training necessary to provide for myself and 
my two children. Quite by occident, we were abandoned by a loving husband of sixteen years. 

Within the shelter, I was given six months to create o living or face the streets. I have enclosed a letter 
my son wrote for a college class on his twenty-first birthday. 

With the endorsement of the head of Social Services and our own County Supervisor, I have begun 
creating a campaign targeting welfare recipients, W.O.W.(Women on Welfare). We are locating several 
powerful women throughout the country like myself and Whoopi Goldberg, who have not on~ been 
supported by the system but created powerful careers that are now contributing to thousands of people 
across our continent. 

When you are re-elected, I would like to head this campaign similar to the Nike ads of "Just do It". I 
want to show America that a Welfare/Work ticket is a winning combination that produces winners! 

Thank you for your consideration. 

Sincerely, 
·- -. I 

I '-. ~ \ - _, . ~ .. \ 

I . -'\_ \ •• C 

Davida Bache'···· -· 
President 

32 west anapumu street, santa barbara . californ ia 93101 
phone 805.962 .2459, facsimile 805.966.1435 



fVOlUTION 
b a lance management 

DAVIDA BACHE 
president 

Homeless in the Heart 

When the word homeless is mentioned, one quickly pictures a poor soul 

huddled in a box, eating the few scraps of food they can find. Or a person too mentally 

imbalanced to lead a productive life in society, wandering down the street babbling in 

words only he or she can understand. In Jo Goodwin Parker's short story, "What is 

Poverty?", Parker tells her graphic and incisive experience with homelessness. She 

accounts the times when she had nothing to eat for herself, only her children. The 

hard nights on the street with the cold biting at her side, with no ability to warm herself, 

she curls up with her children in a cardboard box. The painful feeling of not being able 

to feed her children runs deep into the heart. This mother had no means of supporting 

herself or her children, but she valiantly continues to mother them in the best way she 

can. This woman felt so much humility and shame throughout her life, it is amazing 

she has any courage or strength left at all. Although her account was sad and full of 

despair, not all stories of homelessness are as shocking. Many families live in the 

same predicament with shelter. I have been a homeless child who lived in a 

community shelter. I too have shared the same fear and sadness, the shame of 

society, and the gained strength of independence from surviving the loss of my home. 

My social status throughout my life has never been one of wealth , but far from 

poverty. My family lived in a beautiful country cottage for twelve years, while raising 

two boys and launching a prosperous business. We lived the American lifestyle. 

There was always dinner on the table, and presents under the tree at Christmas. Our 

needs and wants were always met. 

32 west anapumu street, santa barbara, california 93101 
phone 805 .962 .2459, facsimile 805 .966 .1435 



When I was twelve my parents began suffering serious marital distress. Unable to 

resolve the issues that can sometimes never be resolved, my mother told my father to 

leave. With no other suitable and stable means of income my mother, brother, and I 

began to have financial problems. Unable to pay the rent, our landlord promptly 

served us with an eviction notice. Within thirty days we had nowhere to go, and 

nobody to turn to; reluctantly my abridged family moved into a nearby motel for a week. 

I recall that week as one of the most disorienting times in my life. When I came home 

to our motel room I had no bed to call my own, no kitchen to make myself a snack as 

we were living out of an ice box, and nothing to call my own anymore, just the bag that 

I came with. I constantly questioned my mother where we were going to move and she 

always replied, "I don't know son." Two days before our stay at the motel was up my 

mother told my brother and I that we were going to move into a family shelter in Santa 

Barbara. My heart sank into my shoes. Shelters were for peopte who lived in alleys. 

Shelters were for the people who had no family. Shelters were for people who had no 

place to go, and we had nowhere to go. Within two days we had moved our remaining 

valuable possessions into an eight by ten room. The shelter we moved into had five 

bedrooms crammed with bunk beds, clothes, and children. Each room housed a 

mother and her children, and a large restaurant style kitchen which served as our 

collective eatery. The floors were dirty, the kitchen smelled of rotting vegetables, but I 

was with my family and we were safe. The first night we were there I tried with all my 

might to decorate my room as if it were my home, but the walls felt as if they were 

cardboard, liable to disappear at any moment. I laid in bed that night, struggling with 

my emotions, and wondering if I would ever have a home again. 

? 
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The next day while commuting to school, I tried to decide what I would tell my friends. 

How could I gracefully tell them, most of whom were all wealthy, that I had moved into 

a homeless shelter? I had never felt so much shame, and I had never felt so small. 

While my friends were going out to dinner every Friday night, I was at my dirty shelter 

cooking macaroni and cheese watching my brother and helping him with his 

homework. I could never leave him alone, or family services would come and take us 

both away from our mother. While my friends' parents were having dinner parties, my 

mother was out working extra hours to save for rent, and to put food on the table. 

Many nights I had to come home from school to baby-sit my brother while my mom was 

out. This made a social life completely unattainable. We were not allowed any visitors 

inside the shelter, so when friends came over, I shamefully told them to wait outside 

while I grabbed my things. They all asked where I lived and I told them I lived in an 

apartment complex, ashamed to tell them the truth. I had no extra money to spend on 

fun, as most of it was used on gas and maintenance on my car to get to school. My 

whole existence as a carefree teenager became the duty of a father to my brother, a 

confidant to my mother, and a starving student living in shame of his existence. 

As time slowly passed by we became accustomed to the makeshift home we 

lived in. My mother continued saving money every day to move out, since we were 

only allowed six months to stay. I continued with school into my senior year, and was 

doing remarkably well. My brother, who used to be a shut in, began making friends at 

his new school in Santa Barbara. We trudged through day after day living in the 

shelter with screaming babies, and beaten wives, finding strength in places we never 

knew about. I began to cook more often, and enjoyed the simple satisfaction of 

serving my mother and brother dinner. 

J 



My mother became so strong and driven I couldn't help but to admire her courage 

and her grace in such a time of despair. My own strength grew as well and I began to 

see that everyone can have happiness if they choose to. I began to love the small 

family that lived in the shelter; the mothers, the babies, and the bond that we all shared 

by having nothing but one another. Coming towards the end of the sixth month, my 

mother found a home. She had finally saved enough money to move and our time in 

the shelter had come to an end. Six months of struggle, six months of humility, and six 

months of strength would now send us out into the world . Our dreams still intact, and 

our happiness soaring, we moved into our first house we could call our own. 

Three years later I still look back upon that time in my life and smile. It was then 

when I truly found my strength and happiness. I had never been so close_ to my family 

until everything we had was taken from us. Becoming homeless can be the most 

horrible and humbling experience in a person's life, but it can also be the most 

empowering. Homelessness is not always bums on the sidewalk, it can be good 

decent families that have stumbled into hard times, unable to fight the power of money. 

My experience of being without a home was the most painful time in my life, but in a 

way it was the brightest. It was then I found myself and my strength. It was then when I 

found my family. It was when I had nothing, that I found everything. I will never forget 

our shelter on De La Vina street, and the person I found there 

Torin .Rea is now 21 years old sharing a home in San Diego California and working at 

one of the highest selling Nordstroms in the Country. Last year he was the first twenty 

year old ever to achieve the honor of top seller in the region. He is a legend in his 

company! . 
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CAppointment Process Called Abusive, 

~••,~w.J.l.ol.t, 
Self-Defeating O ·J ~ • ,;c. 

WASHINGTON (AP) As President Clinton struggles to put together 
a new team, a citizens' task force said Thursday that the 
appointment process has become intrusive, abusive and 
self-defeating, ''repellent to the very people it seeks to 
recruit.'' 

''The confirmation process is undermining the very trust in 
government it is supposed to foster,'' said a panel assembled by 
the Twentieth Century Fund, a nonpartisan foundation that analyzes 
political issues. 

Among the members of the 17-person panel is one who knew 
firsthand how agonizing the process can be. 

Theodore Sorensen, adviser to President Kennedy, withdraw in 
1977 as President Carter's candidate to head the CIA after senators 
complained anonymously about his conscientious objector status in 
the World War II draft and his handling of classified materials 
while in the White House. 

Sorensen did not attend a news conference Thursday at which the 
task force's 226-page report was released and did not inunediately 
respond to a telephone inquiry. 

The task force was chaired by two former senators, John Culver, 
D-Iowa, and Charles Mee. Mathias, R-Md. • 

Among its members are Paul Volcker, former chairman of the 
Federal Reserve; Lloyd Cutler, counsel to Presidents Carter and 
Clinton; Arthur Culvahouse Jr., counsel to President Reagan; 
Constance Horner, personnel chief for President Bush; and Thomas 
Kean, former governor of New Jersey, himself mentioned as a 
possible Republican appointee to Clinton's new Cabinet. 

Clinton is encountering familiar difficulties in assembling a 
second-term team after a troublesome time staffing his first 
administration. During his first administration, two candidates for 
attorney general and one for civil rights chief were dropped in · 
face of criticisms and a nominee for surgeon general was defeated 
in the Senate. 

The task force acknowledged that scrutiny of nominees is 
appropriate, but it said more civility is needed from all involved, 
including the press. 

The consequences otherwise are harmful, it said, citing accounts 
of qualified people who turned down appointments ''because they did 
not want to be subjected to the intense and sometimes irreleyant 
scrutiny or to the personal abuse that has become increasingly 
common in the appointment process.'' 

One panel member, Arnie Miller, who operated Carter's personnel 
office, said that in the FBI's clearance process some female 
candidates for appointments were asked such ''absolutely 
JUtrageous'' questions as whether they had ever had an abortion. 

The panel recommended that full-scale FBI investigations be 
iropped except for sensitive posts. The FBI often comes up with a 
~'jumble of highly intrusive and frequently uncorroborated 
information,'' it said. 

The panel also recommended: 
Cutting by a third the number of nominees requiring 

::onf irmation. 
Waiving hearings for low-level noncontroversial appointees. 
Prohibiting confirmation filibusters in the Senate. 
Streamlining financial disclosure forms and clearance 

>rocedures. 



._.., 

• l~onducting some Senate confirmation hearings behind closed 

/o~sProhibiting individual senators from putting a ''hold'' on 
nominations. 

It said presidential candidates should think about staffing a 
government before Election Day. But that, it said, would require 
that they ''overcome the inhibition of appearing to be 
presumptuous'' about winning. 
APNP-11-21-96 1537EST 
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The President 
The White House 
Washington, DC 20500 

Dear Mr. President: 

The Secretary of Energy 
Washington, DC 20585 

November 13, 1996 

'96 NOV 13 PMl:02 

~ qr~mErH HAS SEEN 
\\II'-\ \y L, 

The voters have made it clear that our nation is, in your words of election night, 
not just better off, but better than we were four years ago. You have my 
congratulations on your election victory and my respect and admiration for your 
accomplishments. 

It has been a privilege to serve the nation as your Secretary of Energy and to help 
set the stage for a new millennium. Thank you for entrusting me with the 
authorities and responsibilities to address critical national issues in: 

• 
• 
0 

• 

National Security 
Science and Technology 
Energy Resources 
Environmental Quality 

With your support and that of the Vice President - and in collaboration with 
other agencies - we confronted these issues aggressively and achieved much: 

• We provided the technical foundation and path-breaking science to end 
nuclear weapons testing, achieve a..Comprehensive Test Ban Trea!}' and 

...ensure the safety and reliability of the remaining arsenal. 

• We pulled back the shroud of secrecy on the government's cold WAf 
activities and accepted accountability for its actions. By earning the public 
trust, we were able to make significant progress on cleaning up our 
weapons sites, stemming the international spread of nuclear weapons 
materials and introducing corporate business practices to the Department 
of Energy. 



• 

• 

• 

We fucused the talent at our National Laboratories to increase the 
diversity of the nation's energy supplies, improve energy efficiency and 
advance the development of renewable sources of energy. In partnership 
with industry, we won more R&D 100 awards, the "Nobel Prize for 
technology", than all other government agencies combined and more than 
twice as many as the top industrial winner. 

We improved the position of the United States in the global economic 
marketplace by promoting the expansion of clean energy and advanced 
technologies in a world whose new energy requirements ~ 2010 will be 
six times the present energy consumption of the United States and whose 
ener infrastructure growth will e $4 trillion. A secure position in this 
market means new business and jo s at home and a healthier environment 
internationally. 

We turned the corner on remediation of the environmental legacy of the 
cold war by moving from study to .. actual cleanups of 744 waste sites at 
the nation's former nuclear weapons facilities, compared with the 68 that 

ere cleaned up during the previous Administration..:. By analyzing the 
ost of these cleanups using health-based risk assessments, applying new 

technologies and seeking the participation of local communities, we 
reduced the projected cleanup cost from $1 trillion to ~n. 

• We enhanced the utilization of our $100 billion asset, the National 
Laboratories, by opening new facilities and expanding the availability of 
others to adrutional academic and industrial users. Broadened use has 
promoted economic competitiveness and created jobs. It ~upports 
scientists at the National Labs and Universities that are funded by the 
Department of Energy - an investment that resulted in four of the five 
1995 Nobel Prizes in Chemistry and Physics and two of the three 1996 
Nobel Prizes in Physics. 

• We radically refoaned the way the Department of Energy does business 
in support of the Vice President's charge to do more with less. We 
adopted perfurmance based contractin~ractices, privatized functions 
better provided outside of government, realigned our workforce and 
undertook the first comprehensive post-cold war look at the work of the 
National Laboratories. These changes will save the American taxpayers 
$10.5 billion over a five-year period. 

----

2 



By the measures set forth in The Secreiary 's Perjormance Agreement With The 

r 
President, the Department of Energy met 91 percent of its 1995 commit!)lents 
and 90 percent of its 1996 commitments._ These achievements were realized 
during aperiod in which we challenged our team to think and act differently 
through the most fundamental paradigm shift in the Department's history­
full public accountability for its actions and the results that we promised. 

For the past four years, I have given my complete attention to the responsibilities 
of Secretary of Energy. It is now time to advance the goals of your 
Administration with another individual. I take the greatest pride in the 
accomplishments of my colleagues at the Department of Energy, who have had 
the intellect, passion and strength to achieve the results promised, through often 
difficult times. Please accept my profound thanks for having been afforded the 
privilege of serving our people during this challenging period in our Nation's 
history. 

With the confidence that our contribution has reflected well on your· 
Administration, I hereby submit my resignation as Secretary of Energy, effective 
January 21, 1997. 

Respectfully, 

3 
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THE WHITE HOUSE 

WASHINGTON 

December 7, 1996 

MEMORANDUMFORTHE~SIDENT 

FROM: TODD STErufm;r\ 
PlllL CAPLAN 
HELEN HOWELL 

SUBJECT: Recent Information Items 

We are forwarding the following recent information items: 

THE PRESIDENT HAS SEEN 
I "2 - <-J -OJ" 

Gotbaum (Treasury) follow-up on real wages. Via Rubin. You forwarded a recent 
Business Week article claiming that real wages are still falling based upon a report of the 
Economic Policy Institute. The article argues that the mix of jobs is getting worse and the 
average person is earning less. Gotbaum urges you to take the article with a grain of salt. 
There are a variety of measures of real wages -- many have shown an improvement since 
1993, and some have not. "Overall, we believe that the fall has stopped and may have 
begun to tum up." He also notes that to the extent the CPI overstates increases in the 
costafliving, aJI measures otthe growth io real wages reflected in this memo are 
understated 

I 

JIM DORSK H m: f ; urged to spare poor the budget knife," Washin'1ou Times, November 28. 
e. Bob Greenstein, director of the Center for Budget and Policy Priorities, 

please coordinate t programs for the poor cannot afford further cuts while the two big middle-class 
the r eply. ts continue to grow unchecked. "Sooner or later we'll have to come back and 

k at Medicare premiums." Greenstein also endorsed a 0.2 to 0.5% yearly 
in Social Security COLAs, and said the CPI change ought to be on the table. "If 
onsensus that the CPI slightly overstates the cost of living, it is appropriate to 

____ _ ...... nto account." 



JIM DORSKIND: 

Please coordinate -
the reply. THE PREStDENT HAS SEEN 

Memo from Jude Wanniski. He has forwarded a May 6, 1939 essay by Walter 
Lippman, arguing that the problem with the conduct of American foreign policy is that the 
Congress and President do not cooperate adequately -- "no effective machinery of 
consultation now exists." Given the respective, interlocking constitutional roles of the 
Executive and Legislative branches, Lippman warns that the absence of such machinery 
could be dangerous. Wanniski also sent this memo to Trent Lott and New Gingrich. 

/2 ""' . y~ (K) Sen. Leahy letter on your legacy and foreign policy. Complimentary letter 
I\ tJ) congratulating you on reelection and your Asia trip. He praises your commitment to 
• ~ ' democracy and the bold steps you've taken in Bosnia, Haiti, the FSU and Northern (1 Ireland. He says more steps will be needed to preserve NATO, bolster the UN, face the 

(_ reality of China, and lead the worldwide ban on the use of antipersonnel landmines. 

~~~~~\~ : _71 ~ Sherburne letter to the editor. Via Harold. Jane sharply criticizes USA Today 
r on November 27 suggesting that the White House expects Kenneth Starr to take 

lease coordinate n against present or former White House officials. She says she does not believe the 
he reply. endent Counsel has any basis whatsoever for such action. 

received the following items: 

Glickman thank you note. He thanks you for the pewter cup you sent him for his 
52nd birthday. "I also appreciate the birthday gift of being allowed to participate in the 
APEC Manila conference, and for service in the Administration generally." 

Letter from Don Henley re: Betsy Myers. Henley has known Betsy for many years and 
holds in her high esteem. "She brings great energy and dedication" to her position as 

.t'· Director of the Women's Initiatives and Outreach office. 

~ ~ JIM DORSKIND: 

ti~ ~ 
~ 10 

Please coordinate 
the reply. 
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ME 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

THE PRESlOENT HAS SEEh 
1 "2..-4 -°f~ 

SUBJECT: SCHEDULING DECISIONS '96 DEC 6 Pi-112:56 

CC: EVELYN LIEBERMAN 

ACCEPT 

Date of Event: 

12/9/96 

12/10/96 

12/13/96 

12/14/96 

12/23/96" ~Cc 
12/24/96 ~4,:x 

'¾\.¼ 
1/9/97 

1/13/97 

Dec. I Jan. 

Description of Event: 

Photo With Moroccan Crown Prince Sid 
Mohammed 

White House Event For Human Rights Day 

During this event you will be making an 
announcement on the NATO Summit. 

Press Conference 

Live Joint Radio Address With the First Lady 
on Adoption 

Visit With the Troops, North Carolina 

Christmas Eve Telephone Calls to Members of the 
Armed Forces 

White House Arts and Humanities Ceremony and 
Dinner 

White House Medal of Honor Ceremony 

Install the Boys and Girls Clubs of America 
"National Youth of the Year" 



late Jan. 

PENDING 

Date of Event: t , ' '\I. 2/5/96 - 12/30/96 

~ 
°'vl2/12/96 

~ 
~~/16/96- 12/17/96 

~ ~ ~/19/96 - 1/7/97 

? 1/12/97 

\~/15/97 

f' 1/25/97 

? 
1/28/97 

THE PRESIDENT HAS SEEN 
IZ--<=t,-90 

Meeting With Secretary Perry and Senior Military 
Commanders, Pentagon 

The purpose of this meeting is to discuss 
military issues of concern with the Armed 
Forces' senior Civilian and military leadership. 

Description of Event: 

Meeting With Small Group of American Jewish 
Leaders to Discuss the Middle East Peace Process 

OPTION: Drop-By Meeting With President Isaias 
Afwerki of Eritrea 

Meeting With 15 Democratic Mayors to Discuss 
Urban Policy and Transportation Issues 

Meeting With Admiral Crowe 

Admiral Crowe requested this meeting. 

Dedication of the New Jewish Community Center, 
Washington, DC 

Meeting With the President's Committee of 
of Advisors on Science and Technology 

The purpose of this meeting is to discuss key 
S& T themes and issues for the Administration 
to address over the next four years in order for 
the country to remain economically competitive. 
NOTE: Several members of this committee will be 
rotating off this committee in Jan./ Feb. 

Alfalfa Dinner, Washington, DC 

Speech to the Washington Press Club Foundation's 
53rd Annual Congressional Dinner 



REGRET 

Date of Event: 

12/5/96 - 12/6/96 

12/6/96 

12/7/96 

Description of Event: 

Photo With the President of the Fleet Reserve 
Association 

Photo With Executives of the Military Order of 
the Purple Heart 

Photo With the National Director of American 
Ex-Prisoners of War 

Hershel Gober indicated that these photos were 
not critical at this time. 

Drop by Catholic Health Association Board Meeting 

HRC is already meeting with this group. 

Drop by Children's Charities Foundation Breakfast 

You will be departing for the Army/Navy game. 



THE WHITE HOUSE 

WASHINGTON 

\ December 6, 1996 

MEMORANDUM FOR THE PRisroENT 

From: Carol H. Rasco ~ 
Subject: Report for November 27 - December 6, 1996 

UPDATES ON KEY INITIATIVES 

HEALTHCARE 

'96 DEC 6 PM5:09 

Medicare and Medicaid -- Principals' briefings on Medicare and Medicaid were held to 
develop policy and budgetary options for consideration in the FY98 budget. Representatives 
from COS, OVP, 0MB, DPC, NEC, CEA, and the Departments of Labor, HHS and 
Treasury participated in the briefings. An additional principals' meeting will likely be 
required to present baseline changes and to further narrow policy options. 

CRIME AND DRUGS 

Medical Marijuana -- DPC is working with ONDCP, DOJ, and other federal agencies to 
develop a comprehensive Administration response to the recent passage Propositions 200 and 
215 in Arizona and California. Representatives from California and Arizona state 
government and law enforcement have been included in these discussions. Principals will 
discuss the issue at the December 12 Cabinet-level Drug Council meeting. The goal is to 
have a formal Administration statement by December 18. Issues which will need 
consideration include the extent to which the federal government will insert itself to enforce 
federal laws in the states, and an Administration strategy to address future propositions on 

""' medical marijuana in other states. 

~Drng Testing for Teen Driver's Licenses -- DPC staff is continuing to work with ONDCP, 
DOT and other relevant agencies as they prepare to respond to your October 19 directive on 
reducing teenage driving under the influence of drugs. The working group is reviewing 
options on drug testing teens for their driver's licenses, substance abuse prevention and 
treatment, and license revocation as a sanction for driving under the influence of drugs. 



HOUSING 

OiE ?RESm£~1 HAS S£EN 
12..-'1- 'i~ 

If)",. ~se of Federal Sut:plus Property -- DPC is working with 0MB, HUD, GSA, DOD and HHS 
r1,. ~ ~ to explore options to make Habitat for Humanity and other self-help homeownership 
' t ✓ organizations eligible for federal surplus property. Rep. Boehner pushed this idea in 

Lf amendments throughout last year; the Administration supported the concept, but opposed the ¾ specific amendments out of concern that Boehner' s method would have eliminated the 

r 

priority for homeless assistance use under current law. Habitat does not want to eliminate 
the priority for homeless, but is interested in becoming eligible to compete for federal 

f ~ . ~ !f surplus property if homeless providers choose not to apply for it. We are exploring whether 
( ci, ~ ~ I\ current law already permits this activity and and legislative options if it does not. 

~ EXTERNAL ACTIVITIES • 

~ 'i MEETINGS AND SPEECHES 

~ ~ 
I met with Watson Bell of Newport and his wife regarding transplantation issues. Both are 
very active with UNOS (United Network of Organ Sharing) as a result of her transplant and 
are concerned about the direction HHS is currently pursuing on transplantation. 

I attended a meeting of the Kaiser Commission on the Future of Medicaid. The following 
day the Commission released a study on Medicaid expenditures across the nation. 

..... I met with Ralph Smith of the Annie E. Casey Foundation and Frank Farrow to receive 
feedback on the child welfare paper DPC is developing. 

At the opening reception of DPC's Partnerships for Strong Families Conference, I introduced 
the Vice-President, and on the following morning, I spoke to the Conference plenary. 

I taped an NPR hour program for airing in 450 communities regarding a Self-Determination 
disability project sponsored by the Robert Wood Johnson Foundation. The project seeks to 
give people with disabilities and their families greater voice and control over the expenditure 
of funds for the person with the disability. 

I gave the keynote address to the National Association of State Directors of Developmental 
Disabilities Services. 

I gave welcoming remarks to a coalition of organizations who were instrumental in the fight 
to maintain the Medicaid entitlement. 

I met with Arlie Hochschild of the University of California at Berkeley. Ms. Hochschild 
will be releasing a new book on work and family and has recently been awarded a grant to 
establish a work and family institute at U.C. Berkeley. 

On Friday, I participated in a teleconference on youth development led by HHS for the 
Empowerment Zones and Enterprise Communities. 



THE PRf.S-H)~~T mv; SEEN 
• EXECUTIVE OFFICE OF THE PRESIDENT \-Z- "l -C,(.. 

COUNCIL ON ENVIRONMENTAL QUALITY 
WASHINGTON. D.C. 20503 

December 6, 1996 

MEMORANDUM FOR T~SIDEN ' 

FROM: 

CC: 

RE: 

KA THLE N A. McGINTY :( ) 

LEON PANETTA 
ERSKINE BOWLES 

CEQ WEEKLY REPORT 

HEADWATERS 

On Thursday, December 5, we provided Charles Hurwitz with a list of federal assets potentially 
to be exchanged for Headwaters Forest and adjacent old growth redwoods and buffer areas. As 
noted in earlier memos to you, this action was taken to fulfill our first obligation in implementing 
the September 28th agreement. The asset list is limited to California properties, and includes: 
approximately 3,000 acres of Bureau of Land Management timber lands; federal and oil gas 
interests; excess land adjacent to a federal office building in Laguna Niguel; and 7,775 acres of 
the Elk River Timber property (which we intend to acquire from Red Emmerson of Sierra Pacific 
Lumber). The State of California also provided its list to Mr. Hurwitz, which includes over 50 
single properties. Neither property list provides valuations. If Mr. Hurwitz does not reject the 
lists, we will try to agree jointly to appropriate appraisal procedures in the next 10 days, and then 
proceed with the appraisals. As of Friday afternoon, we have not heard back from Mr. Hurwitz. 

You had expressed concern in an earlier note to me that we must meet this deadline in a way that 
demonstrates our good faith in continuing to work with Mr. Hurwitz. With herculean effort, I 
believe we met that task here. I visited with Tommy Boggs today who is representing Mr. 
Hurwitz and he expressed his satisfaction that the suggested assets looked solid. We still face 
huge obstacles here, however. It will be an uphill battle to have Congress approve these asset 
exchanges. Moreover, if it turns out that the value of these assets is insufficient to meet our 
obligations to Mr. Hurwitz, we face the prospect of attempting to secure up to $250 million in 
appropriations. 

Press coverage has been fairly positive -- straight reporting and no allegation that our effort here 
was insufficient. So far, environmentalists have not indicated displeasure with the lists, although 
some properties may raise concerns just by their very nature, particularly the National Forest 
lands in the Sierra Nevadas. I have attached several articles for your review. 

Recycled Paper 



WETLANDS: NATIONWIDE PERMITS 

THE PRESIDENT HAS SEEN 
1?-t:i,..1Gr 

As reported in today's Washin~ton Post. the Army Corps of Engineers (the Corps) is expected 
to finalize and reissue its 40 "nation-wide permits" (NWPs) soon -- probably by the end of 
next week. These NWPs authorize limited filling of wetlands in the course of certain activities 
(e.g. single family home construction) without the need for an individualized permit. 

These NWPs are an essential part of your wetlands reform initiative and are necessary to 
facilitate development. For example, your wetlands reform relieving small landowners of the 
need for an individualized permit was put into place through the NWP program (NWP 29). 
But one of the current permits (NWP 26) was written so broadly when it was issued by the 
Bush Administration that it authorizes excessive wetlands loss (tens of thousands of acres each 
year). About half the states have denied water quality certification for NWP 26 for this 
reason. If re-issued without changes, this permit also would create significant litigation risk if 
(as expected) environmental groups challenge the NWP permit program. For this reason, your 
1993 wetlands reform initiative committed us to taking a "hard look" at NWP 26. 

Consequently, the Corps is revising NWP 26 substantially in order to reduce potential 
wetlands loss and is planning to replace the permit within two years with a new set of activity­
based NWPs. These replacements will be more protective, but also more broadly applicable 
than current NWPs. This approach does not go far enough to satisfy environmental groups, 
who are pressing to have NWP 26 revoked altogether. This approach also will anger builders, 
developers, and property rights activists, who say NWP 26 is necessary to avoid the 
burdensome individualized permit process for construction projects. These groups will cite the 
Corps' actions as the basis for renewing their efforts to roll back wetlands protection 
legislatively. However, we believe this approach strikes a good balance between competing 
needs. 

/1 
,. ~ "' The revised NWPs issued will go into effect in February. 

~ ~. 'bzoNEIPARTICULATE MATTER STANDARDS 

~ I>, , As you know, EPA' s proposed rules on air quality standards for ozone and fine particles were 
~ '{.{~

1
, published on November 27. Public comment will be accepted during the next 60 days. CEQ, 

~-~ , lt 0MB, and NEC are working to establish a process by which White House policy offices and 
4A~ ;<-( interested agencies can work with EPA on the final rules. This effort should ensure that data 
,-~ 'I--. ©..M gaps are filled, and provide the best opportunity for finding a consensus on the final rule in 
~ ~ ~advance of EPA' s formal presentation of that rule to 0MB for White House clearance. 

~~CLIMATE CHANGE NEGOTIATIONS 

4t:-_~ The next climate change negotiating session begins in Geneva on December 9th. The U.S. 
(J ~ position for this meeting attempts to build on the basic framework we proposed at the Second 

Meeting of the Parties held last July. At that time we proposed that an agreement should be 
based on legally binding, medium term targets, that there be national flexibility in 

J 
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THE PRESIDENT HAS SEEN 
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implementation, and that actions by developing countries must be part of any agreed solution. In 
July, we also rejected proposals by other nations for short-term targets and for inflexible policies 
and measures. 

We will present a paper at this meeting that has been cleared through an NEC/CEQ Deputies 
process. The paper provides greater detail on key elements of our proposed framework. We 
support a multi-year target, with the use of emissions banking and possibly borrowing between 
periods, as a more flexible, cost-effective alternative to a single year targe\. The paper also 
provides more details on emissions trading, presents a range of options for actions by developing 
countries, and discusses approaches to monitoring compliance. Since our analysis is on-going, 

~ we do not yet propose any specific target or timetable for CO2 emissions reductions. 

( • \ We expect mixed reviews from this position. Environmental groups will oppose our position 
~ that rejects any binding targets before 2010. Some industry groups remain opposed to any 

agreement. They will argue that we are not asking enough of developing countries and that 
medium term targets are not needed and are too costly. Overall, we believe the paper provides a 
balanced approach to a challenging problem. _ 

MAHOGANY IN THE AMAZON 

This week several environmental groups asked you and the Vice President to save the Amazon 
rainforest by protecting endangered mahogany wood. The United States over the past five 

~ ~ 

xears has become the Iar~est importer of mahogany wood. In March of 1992 Japan, Costa 
Rica, and the United States separately proposed that bigleaf mahogany be listed in Appendix II 
of the Convention on International Trade in Endangered Species (CITES) . The listing would 
require that exporting countries first issue permits certifying that exports are not detrimental to 
the species and come only from legally obtained timber. At a CITES conference in 1994, the 
issue was voted on but failed to receive the required two-thirds majority. The United States, 

/

European Union countries and many Latin American states voted in favor of the listing but the 
listing was strongly opposed by Brazil, Bolivia, and Peru. Environmental groups are asking 
the U.S. to push for a vote again at the next CITES conference in June of 1997. 
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LOS ANGELESTIMES/W ASHJNGTON mmoN 

FRIDAY, DECafBEJl 6.. 

-U.S.·, Stat~ Offer 
'Bas~et' of ~ts. 
fot.Redwoods 
ByDANICCUfFORD • 
TUm~AL-nnu 

Showing ·their hand in'the bigh­
ltl.ka negot1adonJ over the Head­
waters Fontt. the Clioton admin-' 
iltration and the It.ate Thuraday 
offered . to ·swap 11aeta includiftg 
prime oil and JU leaus tn kern 
County and 10,000 ac:nie of national · 
forest 1D lhe Sierra for 3,500 acres of 
andeat couta1 red•ood.L . • 

The federal offer for the North 
• Cout foreat includes other national · 
fcn:en land in California .and 80 • 
acrea of real ntate 1n La,una 
Niguel adjacent to the Chet HolJf­
ield •' Federal Office BuUdlng, The 
atate'a companion litt of offainp 
Includes the 9,000-acre LaTour 
St.ate Forest in Sh.uta Cowty, San 
Franciaco'a Tranabay au; Tmnl­
nal, an I:n,lewood office building 
and property UOUDd the tt&te. • 

The atate and federal otters rep:­
raent the 8nt step in ·can,1ng out 
a controvenl.al agreement to -pay 
Ta:aa flnancfer Charle. Hurwiu 
the equivalent of S300 millioD in 
return for a portlari of the lut stg­
niflcant expanse of virgin redwood 
lltlll m private handt. • 

Deputy Interior ~etary John 
Garamendi aatd that the qfferw rep­
resent .Na market basket" from 
wluch Hurwitz could ch00t1e what 
is Dlffl appealizlg. In all, ab)ut 7.SOO. 
ac:re1 of the Headwater-. •Forest, 
irtc:lud1n·« aome leas T&luable 
1ec:ond•1rowth timber, would 
become part of a public preaerve as 
a resuli al the deal. • 

"We -have come up wtt.h a deftnJ­
ttve list of a.uets that we e:q,ect wtU 
11.u,fy him [Hurwitz)," aid Gara-

. mend.L But in• th• cour1e of a preu 
conference, Garamendl a1,o aaid he 
anticipated .. conatderable debate" 
over the federal aaset, being 
offered. ·Sotne properttea tnfght . be 
ad~ or aubt_racted from the Uai, 
heuxl. . . . . 

D. ou,~ P: Wheeler, Califomia', 
1ec:retarY for: reaources, said 

tile p~e, offered by the 1tate 
• were ,rorih at leut $200 mlWon 

and were on a Un ~f surplua. uaet.1 
•• that ito longer.1erve a public pur­

. • pose" and would have been avail-. 
able for sale. He Aid he had not 
diseuued any of the properties 

• -with Hurwil%. 

·.. ~ if Hurwib· igrea to the 
• offers. both ·Congrea and the ~­

lorn!& Lepl..aturt w1Il liave to Sign 
off on the deal 

· ' • ·'The people will have to dedde," 
Wheeler Aid when·uked whether 
a alice of tbe Headwaia-. ii worth 
J1'V'UII up IO m~eh property. 
. The deal bu ~ttle ,upport among 
the environmental ITOIJPI that are 
beb,ind the decade-long ,truggle to 
1are the Headwaters. They argue 

. that the public 1hould be getting a 
: . larger piece of the fore,t, In partlc:­

ul.u 3,000 additional acre■ of 
an.dent redwocidl. Moreover, the_y 
contend that Hurwitz. ought to be 
farced to gi•e up the enttre forest in 
order to settle two ~-..utt.l pending 
'a,am.t him o"Yer- the ·Sl.6-billioo 
failw-e of a Taaa' thritt 1n 1988. • 

Hurwitz' company, . Houaton­
bued ¥1uam Inc., re,panded to 
the federal offer Thunday with a 
t e r , e .a t a t e m e D 1 1 a y i n g 

. Ganmendr1 property list had been 
received and would be reviewed.. 

• The itatemait.iuggested· d.lsplea• 
1ure that t.he Utt contained no 
appralaed value-.. . • 

"We're not In • poaitioc to 
r~d until we get a more com­
plete package that includes 

•· appr'lisals," aid MUD.Dl apokea-
•. man Robert W. Irelan. . 

The offer includes federal prop• 
• erty with producing otl ~nd gas 
well.I t,i Kem County, the county . 
reaponlible for about 55 % of the 
1tate'1 onabore oll product.ion. 
Gara.mendi estimated the value of 
the property at about 1200 million. . • 

In addiUon. Ga.ramendi aaJd the 
federal government ts offering 
Hurwitz 2,967 acre■ of 1econd­
growth foreat land In Humboldt. 
Mendocino and Trinity Counties 1n· 
northern Call!omia. ' 

.A.1 part of the climplei deal, 
Hurwitz would get mother 1.755 
acres of prtvatelY owned Humboldt 
County fore1t land •next to the 
Headwater,, The federal 

• penunent would compensate the , 
own•t of that land With 10,000 : 
acres scattered across the Sierra in 1 

four national forests: Plum·u, ; 
Tahoe, St&nillaus and El Dorado. : 

Garamendi said the acreage did 
not contain old-growth timber or 
federally protected· habit.at of the 
Calif om.la apotted owl . 

"Wt are not creating one envi­
ro,unental problem J.n order to · 
solve another," Garatnf:!ndi said. . 

The._ Headwate_r! became an 
envirorimental ·c'ause celcbre in 
1988 When Hurwit.l, With the help 
of junk bond impresario Micha.el 
Milk in. ensiilured a · hostile 
takrover of Parllir Lumber Co .. lhl' 
firm that own~d Cht> for~~, for mor<' 
lhitn a rf'ntnry. . • 

To l>H)' olf lhC' bon,L" iR~ut-cf to 
R11ln ronlrol ·of th,- <'omp;iny. Hur­
wtt:i: ;innnunrf'fl · th,1t 11II of lhf' 
~ncit'nt rf'<lwoolli wo,~,I lie' logg~d 
t;,\' 2007. •. 

Among lh<' nltlr111 unrl t11II~~, 
tl'l'!l"R ln lhr worl1f, Ult' f!l'nriwatr.ts' 
rcvlwoorl11 arr r11111trtr•I In a futfl . 
rloT.rn gro,·c-,,. In a lo,t-~hrourlf'rl 
fnN".'lt n<'nr 1<:ur<'k11. ~rtw flt'OR!H'rl of 
lhrlr dl'11tru_<'tlon fn"11irril • 1t p1t11-
11lonatP r,11np11htn ·or protri:t an,t · 
<'Ml 1IJMllf'fli<'~rr th~l rulmlnu~I 
In the current effort to preserve a 
portion of lhe forest. 

The ,1telA.''1111,t of. possible asset.a 
Lo bf! a 11w1pped ranges Crom 
v11ulfld conservaUon campa tn 
Contra Co:oi~ anti Sonoma counUt'S 
to II dog training (aclllty In South 
Lab Tahoe anil 11n empty Cal1fcr­
nl11 Stale -Unlvet11lty dormitory ln 
StRnlRlan!'I C'ounly. 

Ar_('(Jrdln!f to Wheeler, the mM\ 
vahrllhlf! pa,<'e-lt are U0 artts of 
WRtf'rfront lanrl In Eureka and 
J, 100 1trre11 of undeveloped land • 
nr1.r Chino. But the Uet .a)fo • 
In rhrrir.s • om Ct> b_ufldl~jf,fi( 
Oakland, Long Beach anrf siri • 
Diego and property In EJ Segundo, 
Glendora, South . Lo, Angeiu, 

,Anaheim, Co,ta .-Mesa, Barel'ow, 
Napa, Walnut Crffk, Reddin, and 

. several other communities. • 
. SlarUng wtlh.Sl7,000 j~ t.he mtd-

19605, llurwiu began hi11 career aa; 
a ltockbroker and eventually tiull( 
an lnte_rnatlonal conglome·rate 
baaed on nat~r•l·re101Jrcea an«t real 
eslele. By Lhe nrly· J~ lie con­
lroUl'd companleit wor1h a re-par.Led 
'3.2 bllllon. . . • 

.. :··.-Known v~rloua)y II a colorlem 
t executive and. a relenUese 1dver-

1ary, he captured lhe ,plr:lt of I.he 
corporate 1.akeover era or the 1980s 
·when he gave hla venlon of the 
Colden Rule, to employeu of 
Pacific Lumber. 

"H, who hai th·e:-rold rule,," 
•. Hurwtti 111d,, though he later 

lns111t.ed that lh~ remark was I joke. . 
.. But eiwlronm,.ntaHau eel.zed on It 

For. them, ll; uld lt all. about lhe 
Texas· whe~l,r;de.Jer who became 
the m_iln tn~:\re·en _community 

. 10 ... ·Nt to hab!lh-~'most. • .. . . · 
• • #.'•~ • _' • • • I •:• 
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U.S. and.California Offer $380 Million in Property for Redwood5 
By TIM GOLDEN 

SAN FRANCISCO, Dec. 5 - The 
Federal Government and the State of 
California today offered oil and gas 
fields, timber:and and other proper­
ties worth at least $380 million in 
return for a grove of Northern Cali­
fornia redwoods that is the largest 
old-growth forest of its kind left in 
private hands. 

The offers are a scheduled but 
important step in the implementa- II 
tion of an agreement reached on 
Sept. 28 between the Interior Depart- I 
ment. state officials, and Max .. "<am \ 
Inc., of Houston, the holding compa-
ny that controls a large portion of the 1 

redwoods, known as the Headwaters 
forest, through a California logging 
subsidiary. 

The two sides have been in negoti­
ations for months about what the 
Federal Government might trade for 
the redwoods. But Federal officials 
were still fiddling with their part of 
the proposal, for $250 million worth 
of properties, right up to the moment 
it was Issued. And no sooner was it 
made public this afternoon than 1 

Maxxam representatives began 
complaining that It lacked any spe­
cific values for the assets being put 
on the table. 

"We really can't respond until we 
get a package of properties with ap-

praisals," a spokesman for the ho~d­
lng company, Robert W. Irelan, said. 

The provisional agreement ham­
mered out last fall allows Maxxam to 
abandon the deal 10 days from now if 
it is not satisfied. Mr. Irelan said he 
would not comment on how the com- , 
pany might proceed. ' 

An important step to 
preserve forest land 
in Northern 
California. 

The Deputy Secretary of the Inte­
rior who negotiated the accord last 
fall, John Garamendl, said in a tele­
phone news conference from Wash­
ington that the bulk of the Federal . 
contribution for the forest would 
come from a collection of about 400 
leases on the rights to oil and natural 
gas wells that the Federal and state 
governments own jointly in Callfor­
nia. The on-shore fields, which are 
being tapped by private exploration 
firms, brought about $25 million to 
the Federal Treasury last year/ 
alone. : 

The Government is proposing to go 
through the leases one by one, con­
centrating on a group In Kem Coun­
ty, on the southern edge of Califor- . 
nia's Central Valley, until It can · 
agree with Maxxam and its chair- . 
man, Charles E. Hurwitz, on a set • 
that would be worth about $200 mil­
lion over the lives of the leases. 

Mr. Garamendi suggested that the 
process ought to be relatively easy. 
The geology of the area is well­
known, he said, and the fields are 
already producing. But he also ac­
knowledged that Maxxam would be 
taking bets on how the wells do in the 
future that could ultimately bring 
more or less than the amount of 
money agreed upon in the deal. 

In addition to the underground re­
sources, Mr. Garamendi said the 
Government had offered Mr. Hur­
witz about 30 acres of vacant land 
next to a Federal building In Laguna 
Niguel, Calif., in Orange County, and 

nearly 3,000 acres of timberlands I 
that the Bureau of Land Manage­
ment owns in Humboldt County, near 
the Pacific coast just south of Ore­
gon. He said the timberlands were 
not important habitats for endan­
gered species and had for the most 
part already been approved for 
trades on environmental grounds. 

The California state government, 
which must contribute assets of its 
own worth another $130 million, put 
forth a list of 33 more "surplus" 
properties ranging from several 
parking lots and a food-testing lab­
oratory to a rock quarry in Napa 
County and a maintenance station on 

South Lake Tahoe that is currently • 
being used as a dog-training center. 

The state's list, while apparently 
more detailed than that of the Fed­
eral government. was also without 
appraised values for the assets. State 
officials said that the properties 
were worth more than $200 million. 

The deal agreed to in September I 

calls for the Federal government to . 
acquire 7,500 acres of redwood 
groves in the Headwaters and Elk 
Springs forests. about 15 miles east 
of Eureka in Humboldt County. By · 
the end of July, Maxxam's subsid· . 
iary, the Pacific Lumber Company, ! 
must also agree with the authorities \ 

on a habitat conservation plan for 
207,000 more acres of timberlands 
the company owns elsewhere in 
Humboldt. • 

The Federal official in charge of 
implementing the agreement, E. 
Thomas Tuchmann, said this after­
noon that as a secondary part of the 
deal, the Government had identified 
about 17,000 acres of available tim­
berlands in four forests in Northern 
California, from which it hopes to 
take about 10,0.00 more acres. Those 
lands are to be swapped for 9,600 
privately owned acres adjacent to 
the Headwaters. These redwoods 
must also be turned over to Pacific 

Lumber under the accord. 
Neither Mr. Tuchmann nor Mr. 

Garamendl would specify the public 
lands in the proposed exchange. ; 

All of the government-owned prop- I 

erties involved in the accord would 
have to be cleared for trade as part 
of an environmental-impact assess­
ment that is another condition of the 
deal. But national and local environ­
mental groups, which have criticized 
the arrangement since it was an­
nounced, joined Maxxam this after­
noon in taking the Government to 
task for failing to provide specifics. 

"The fact of the matter is, nobody 
yet knows just what it is that they're 
putting up for trade, or where it is, or 
what impact it will have," said Cece­
lia A. Lanman, the program director 

for the Environmental Protection In­
formation Center in Garberville, 
Calif. "It's a pretty fragile deal to 
start with, and it's hard now to kno.w 
where it is going." 

Two Federal officials said that just 
before Mr. Garamendi issued his of­
fer to Maxxam, he scratched one of 
the more enticing items off his list of 
offerings, a pair of proposed hotel 
sites on Treasure Island in Sari 
Francisco Bay. :;. 

One of the officials said the sites, 
which were thrown into the mix ;~t 
the suggestion of Mayor Willie .f;.. 
Brown of San Francisco, Jr., were ·i 
ruled out after objections from offi­
cials of the Navy, which ·is to give ~p 
its base on the island next Septe"1• 
~~ ~ 

' ) 

•_JJ 
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.. . * NATIONAL COUNCIL ON DISABILITY (To dd h<?>-o ~) 
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n zn ependent federal agency working with the President ~ U) 

inclusion, independence, and empowerment of all Americar. lf, ~ C 

November 15, 1996 

William J. Clinton 
The President of the United States 
The White House 
1600 Pennsylvania Avenue. NW 
_Washington, DC 20500 

Dear President Clinton: 

~ 
~ 

/ 

We are writing as your team of senior appointees with disabilities to congratulate you on your 
reelection and to thank you for allowing us to carry forward your vision of inclusion, 
independence and empowerment for all people with disabilities for the last four years. We have 
begun to make progress in realizing your vision and in moving federal disability policy forward 
because you picked a Cab.inet that shares your commitment to civil rights and expanding 
opportunities for the 49 million Americans with disabilities. 

We believe that we have laid a foundation for progress in the first tenn, but in order to build upon 
that foundation we must have a Cabinet that will continue to integrate the needs of people with 
disabilities into its•policies and-programs. With this in mind, we respectfully urge you to direct 
your staff to ensure that new Cabinet positions are filled with individuals who share your vision 
for disability policy. By assessing the disability policy perspectives of potential candidates prior to 
announcing their candidacies, your staff can safeguard the progress we hope to continue to make 
in disability policy in the second tenn. With a new team committed to independence. 
empowerment -and inclusion for all people with disabilities. we will be able to work together to 
ensure that the bridge to the 21st century is accessible! 

Thank you again for the confidence you have shown in us, and for the leadership you have 
demonstrated in building an inclusive administration and society. • 

Sincerely yours, 
,/) 

_/0 _,_/ ,,,. t~ : ...I--
/ ( v- ~&-: k 

Marca Bristo, Chairperson 
National Council on Disability 

---r-f'"Uq_~./l~--:r;> 

Thea Spires ~ 1 

Special Assistant to the Secretary on . 
Disability Policy 
Department of Housing and Urban 
Development 

1331 F Street, N.W. ■ Suite 1050 ■ Washington, D.C. 20004-1107 
('.)()?) ?7?-?n<l4 Vn;,....,, ■ f?n'>\ '>7?_?n7.t1 TT • 1-,n-,, ..,,.,.., ..,r,..,,.., r. __ _ 
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~& A Lancaster <-9 
Executive Director 
Presidential Committee on Employment of 
People with Disabilities 

L----- O<.,,. d ~ 
Susan Daniels ~ ..... 
Associate Commissioner 
Office ofDisability 
Social Security Administration 

( ~ .,J).. .. ('• I? 
,Si,%;,(~ ,.,,,...,.,_[) ...--.c- J(~ 

Katherine D. Scelman ~ 
Director 
National Institute on Disability and ·· 
Rehabilitation Research 
Department of Education 

1r-eL_,· 
Tom Hehir 
Director 
Office of Special Education Programs 
Department of Education 

~~{£~ Ju7'Heu' ,© 
Assistant Secretary for Special Education 
and Rehabilitative Services 
Department of Education 

~ I 

Bob Williams 
Commissioner 
Administration on Developmental Disabilities 
Department ofHealth an~ Human Services 

v~~✓ru~ 
.GD 

Michael Winter. 
Special Assistant 
Office of Intermodalism 
DepartmentofTransportation 

pJJi;:;_,?_. 1~1Jf)_-, 
Paul Steven Miller ~ 

Commissioner 
Equal Employment Opportunity Commission 

F• rJ r · ,.-1 .? 
~ cre,~(s. 

i"" 
Fred Schroeder • ~ 
Commissioner • • 
Rehabilitation Services Administration 
Department of Education 
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President Bill Clinton 
Office of the President 
Attention: Betty Curry 
The White House 
Washington, D. C. 20500-2()()( 

Dear Mr. President: 

<..o I (_)._, s 1 
'-(_;__,,., - ·­
~ 

stasia Island 
. Box 5190 
Augustine, FL 32085 
) 829-3140 

ecember 4, 1996 

)6 DEC 9 AMll:42 

, I have just returned from several seminars at the European Commission and a Conference 
on the effects of globalization, hosted by four Gennan scientific institutes and President Johannes 
Rau of the Lander of Rhine Westphalia. 

I gave out several hundred copies of the enclosed full-page advertisment in the New York 
Times, paid for by the Global Commission to Fund the United Nations. I serve as a Comajissioner 
and President of its Board and co-edited its report, The United Nations: Policy and Financing 
Alternatives, Elsevier Science UK, London, 1995 (see U.S. edition enclosed). I listened to the 
dismay of many of these Europeans at the new "crazy uncle" role the U.S. is now seen to be 
playing in the world. 

I know you understand how the recent election exacerbated the many distortions of the 
Republicans about foreign policy and the United Nations. The election is over now. You have your 
four more years to correct the misrepresentations of Bob Dole and Jesse Helms and the idiocy of 
the Helms-Burton Act--all major concerns in Europe. 

You could still end the vendetta against United Nations Secretary General Boutros-Boutros 
Ghali and thus mitigate the embarrassment o.ver the U.S. recent veto cast by Ambassador Albright 
in the Security Council against his reappointment--which further isolated us from our allies. 

The U.S. is playing with fire in its mindless recalcitrance vis-a-vis the U.N. The outcome 
may be that our allies and most of the other 184 countries could simply call our bluff. If the U.S. 
pulls out, let us make no mistake, the U.N. will continue without us. This is clear to me 
from the position of the 16-nation Carlson Group, as well as from the anger and outrage I heard in 
Europe last week. 

The "lose-lose" game the U.S. is playing with the U.N. is unthinkably dangerous and self­
def eating. Please don't allow it to continue. Please demand that your State Department compromise 
on giving Boutros-Boutros Ghali an additional year or two in order to avoid a much worse 
outcome. And please face down the Republicans in Congress by reaching out to most of the 
American people who still don't want the U.S. to end up in isolation as the world's policeman. 

With warmest wishes to you and Mrs. Clinton from your loyal friend and supporter, 

1\ . ' ~ 
kazel Hen erson 
Author, Futurist, and Commissioner, 
Global Commission to Fund the United Nations 
1511 K St., NW, Washington, DC 20005 

Enclosures: 1) Full-page advertisement, "Who Should be the World's Policeman?" New York 
Times (Sept. 26, 1996). 

2) The United Nations Financing AlternaJives, eds. Harlan Cleveland and 
Hazel Henderson, et al .Global Commission to Fund the U.N. 

.,:· 
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United States Department of State 

A&&i.1tant Secretary of State for 
Near E<Utern Affair& 

Wmhington, D.C. 20520-6258 

December 5, 1996 

'96 DEC 9 PM3:34 •·- ----~ ............ _._ .. _. _ ____ __ 

Dear Mr. President: 

I hereby offer my letter of resignation as Assistant Secretary of State for Near Eastern ·' 
'· 

Affairs. 

-- . 

It has been an honor to setve in this challenging position during the past three years. I am 
especially grateful to have had the opportunity to work with you and with Secretary Christopher 
in the search for peace and stability in the Middle East. Our goals have been clear and our 
leadership and influence respected throughout the region. Our nation has promoted peace, 

._ presetved stability, fought back against terrorism and steadily improved the ground for U.S. 
business. In my 3 5 years in the Foreign Service of our nation, no period has seen more 
achievement. I know that under your leadership and inspiration this progress will continue. 

Thank you, Mr. President, for all your support during this very rewarding assignment. It 
has been a rich and memorable experience. 

Robert H. Pelletreau 

The President, 
The White House. 
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THE WHITE HOUSE 

WASHING TON 

December 9, 1996 

MR. PRESIDENT, 

A response is being prepared 
for the attached letter to 
Martin Kamarck. 

Todd Stern 

: · . . · 



PR.F.SIDENT AND CHAIRMAN 

The President William J. Clinton 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

ExPORT-lMPORT BANK 
OF THE UNITED STATES 

December 3, 1996 

I am writing to respectfully request that you not consider me as a candidate for 
reappointment as President and Chairman of the Export-Import Bank of the United States. 
As the Congress prepares to review the Ex-Im Bank' s charter next year, it is important that no 
tangential issue distract from our important work in creating American jobs and economic 
opportunities. 

It has been a great personal honor to serve in your Administration, and in this agency 
which has been critical to the success of the National Export Strategy. The goal which you set 
four years ago of aggressively promoting export opportunities for U.S . workers and businesses ~ 

has resulted in the creation of hundreds of thousands of new, high wage jobs and vast new 
markets for our products and services. The Ex-Im Bank has set an unprecedented level of 
performance during the past few years, and you can be confident that we have forged a team that 
can and will continue this momentum. 

I have been proud to work with my superb colleagues on Ex-Im' s Board of Directors and 
the many fine individuals who make up the Bank's career staff They embody the best traits of 
public service: commitment to service, excellence in job performance, and a work ethic that 
puts the interests of the people they serve first. 

Thank you for this extraordinary opportunity to serve the country and lead the Ex-Im 
Bank during this period of redirection and growth. With your continuing support, I will work to 
ensure that our crucial efforts to sustain and increase U.S . jobs continues, and I look forward to 
assisting in the recruitment of the best possible candidates for nomination as Chairman and Vice 
Chairman. 

With best personal regards. 

Sincerely, 

Martin A. Kamarck 

811 VERMONT AVENUE, N.W. WASHINGTON, 0.C. 20571 
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PREFACE 

Four years ago, President Clinton and Vice President Gore outlined a new t'ision 

of urban rc1.'itali~ation through empowerment and job creation. Today, the econo­

my has exceeded expectation s b:-· generating ten million new jobs, and interest 
rates and unemployment arc at one of their lowest points in the past 25 years. 
HUD has been u·orking to help our nation's cities participate in this economic 

growth and make the transition to the new global. information-based economy. 

During this period. HUD's Office or" Community Planning and Development 
(CPD) developed a new economic development thrust that works to catalyze pri­
vate sector growth in distressed communities all across the country. CPD has 
focused on a range of economic actit•ities from commercial revitalization. small 
business loans and waterfront dei•elopment to community development banks. 

Rather than just spending more federal dollars , CPD took a series of seeps co use 
federal loans and grants as seed money co leverage billions of dollars in private 
economic activity and im.'estmenc. .-\ key element of chis strategy was che creation 
of a new economic development program, the Economic Dei•elopment Initiative 

(EDI), that used $369 million in grants co leverage both public and private invest­

ments. These grants were used in conjunction with a "rcim.'enced" Economic 

Development Loan Fund (Section 108 Loan Guarantee Program) that generated 
$3.2 billion in guaranteed loans and an even larger amount in private economic 

activity. Grants and loan guarantees from CPD programs financed a dramatic 
expansion of job crea tion and small business activity through a series of innova­

tive small business loan funds and community development banks in communities 

throughout the Cniced Scates. 

In addition, 72 urban Empowerment Zones and Enterprise Communities receit•ed 

tax incencii•es and federal grants for integrated economic. human, and ph:-·sical 
revitalizacion of distressed areas . .-\lso, regulations for existing progra ms u·ere 
streamlined to focus on crea ting more economic dei,elopm enc and job creation 
opportunities. 

The results of this activity are impressive: when thousands of CPD-{unded pro­
jects across a wide range of programs are completed, approximately 1.4 million 

jobs will have been created. What is striking about these data is that the econom­

ic development jobs created from 1993 to 1996 exceed b:-· 2-40,000 the number of 
jobs created by these programs ot•er the previous four-year period (1989 to 1992). 
These jobs were created at a lower cost per job co the taxpayer. Many were created 
at almost no cos t to taxpayers because of the dramatic expansion of che loan guar­
antee program. 

This formula of doing more with less points che way for innovative means of 
using scarce government resources in leveraging private im·estment co build strong 

urban economies. 

Andrew Cuomo 
Assistant Secretary 

.,-., \.,,._,:,,H. :,07 • 1 I 

-·· 
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EXECL'TIVE SLiMMARY 

During rhe past tour years, the economy as a whole has grown steadily; inflation 

and unemplo~menr have remained low; poverty has dropped for two years in a 

row: rhe number ot' persons dependent upon welfare has dropped: and over I 0 

million new jobs ha\'e been created. However, even in this growing economy, 

many ot' our cente r cities and old industrial suburbs face enormous challenges . 

The urhan eclinomv is undergoing a radical transformation, from the old manu­

facturing, industrial hase ro the new information services, high technology econo­

mv. These massi,·e chan_ges have resulted in increased disparities in average family 

incomes: rhe l,t,t[()m 6CI rerccnt ot rhe families saw their real incomes tall frnm 

1979 to 1093: the rur 5 rerccnt h,l\'e increased their incomes substantially . 

CPD Economic Development 
1,406,000 Jobi Created or Retained 
FY 1993 - FY 1996 

. -\, ,1 re,f't ,nse t<' these cha llen!!es . 

President Clinwn stressed jobs as 

rhe foundation rt1 r urban rc,·itali:a­

tion. Vice President Gore and 

Sccretar\' C isneros hm·e adnicaced 

empowerment through economic 

independence. following these 

themes. o,·er the past three years. 

HUD's Office ot Community 

, iCB EDI 
: -; ecc 

C .:00 

~:OG Ee-= "" ·t--· 
25 4 000 

Planning and Development (CPD) has made great strides in 

promoting economic development as a central component ot 

community rlanning and development. 

The new aprroach is working. Between 1993 and 1996. CPD 

fu nded projects that will create or retain an estimated 1.4 
million jobs. 1 (See Exhibit I.) A substantial portion of these 

jobs has been created in distressed cities and are for low- and 

moderate-income residents of these cities. Of the total jobs 

- : ·:: createJ or retaineJ. an estimated 775.000 \vill ha\'e been ere-

.1reJ or retained through CPD's economic Je,·dormenc pm-

The new approach 

is working. Betu:een 

1993 and 1996, 

CPD funded 

projects that will 

create or retain 

an estimated 

l .4 million jobs. 

Providing job opportunities is 
one of CPD's most important 
missions. 

1 



From 1978 to 1995, 

CP~.uaranteed 

$4 billion in loans 

for economic devel-

opment activities. 

Sot one of the 

loans has defaulted. 

Not one dollar in 

public funds has 

been spent to cover 

the loans. 

2 

;.:rams. This rerresents an alnmst 50 percent increase 111 the number o t' jobs created 

by the economic Je,·dupment pro!.!ram, durin!.! the precedin!.! period (1989-1992). 

This result has h:en hir!.!ek achie,·ed h- an L1, ·erhaul ut' the C PD approach to eCll· 

nomic ,levdopment. C PD reim·ented existing rm.grams. streamlined regulations. 

-: reared new initiath·es. and pioneered creation ut new empowerment initiatives. 

The etforts indu,le uw r S2 hlliun in lt,an !.!llarantees 111 FY 1994 and FY 

1995 under the reinvented Economic Development Loan Fund (Section I 08), 

with $369 million in grants frnm the newly created Economic Development 

Initiative (EDI). This $2.3 hllion has leveraged an estimated $4.7 billion in 

private sector tunding. A sample of 40 hm !.!Uarantee projects leveraged an 

average of 2.5 dollars for everv tederal dollar in grants or loan guarantees. 

A striking feature ot· the ED!/Econom1c Development Loan Fund initiative 

is its support of communit\' loan funds: in 1994 and 1995, 48 percent of all 

ED!/Loan Fund awards supported a range ot' communit,· development loan 

tunds and 1:iro!.! rams. induJing communitv ,levelopmem banks and revolv­

ing loan tunds. 

From 1978 to 1995. CPD ).! uarameed :54 billion in loans for economic devel­

opment activities. Not one ot' the loans has defaulted . Not one dollar in public 

t'unds has been spent co cover the loans. 

CPD has also made the :£4.6 billion Cl immunity Development Block Gram program 

(CDBG) and the Sl.5 billion HOME lnn:scment Partnerships program more effec­

tive as job generators. In addition co these efforts. future impacts should be tdc by 

newly created C,mmunic,· and Individual lm·estmem Corporations (CIICs). which 

will pronde u1H!oin).! credit tl1r small bu,iness Jevdupmem chat will be tunJed in a 

1996 EDI funding round . :\lsll. Empowerment Zones and Enterprise Communities 

(EZ/ECs) are be!.!inning tu ,.:t' results in tht' tcirm ot new and t'xpanded businesst's 

and jobs. 

The Uni\'ersity lit° Louisvillt' e\'aluared the core C PD economic development pro­

grams - the Economic De,·ekipment Luan Fund (Section I 08) and EDI grams -

and determined chat they are working. The study concludes chat the program has 

produced real results over the past four wars: "(T)his analysis suggests chat the EDI 

gram program has not only enabled many more communities co cake advantage of 
the long-term flexible funding available through the Economic Development Loan 

Fund (Section I 08) guaranteed loan program. but also that the two programs have 

performed well in generating jobs and boosting the economies of hard hit urban 

areas. The EDI/Loan Fund program is an outstanding illustration of the efficient, 

producti\'e use of federal funJs ." 

!. INTRODL' C TION 

Historicallv. American socit' tv has heen based on an implicit and simple social 

contract: "If you work hard. \'\lU will gee ahead." L'ndergirding this contract was 

the belief that economic !.!rowth benefits all groups: "A risi ng tide lifts all boats." 

CPD luu helped create jobs b~· 
providing financial ,mistance 
to inne,- city entTepeneurs. 



In fact, between 1950 anJ 1978, even· income dass or" 

Americans benefited hoaJlv from the nation's overall eco­

nomic growth. Those in the bottom 20 percent of waize earn­

ers actually saw their incomes rise faster than those in the 

top 20 percent during that period. 

But there was a sudden chanize in direction on the long road 

of constantly improving material conditions for most citizens. 

Between 1 979 and l 99 3 the real incomes for the bottom 60 

percent of families actually fell in constant dollars, with those at the bottom suf. 

fering the steepest decline. On the ocher hand. the top 40 percent experienced ris­

ing incomes. Between 1977 and 1989 the top 5 percent increased their annual 

incomes by 29.l percent. while the top one percent saw their incomes increase by 

102.2 percent. 

A number of Administration initiatives are aimed at addressing these problems. 

They include the Earned Income Tax Credit for chose employed in low-wage jobs, 

as well as a boost in the minimum wage. For those affected by lay­

offs and increased job insecurity there are many programs designed 

to provide education, training and retraining of both the chronically 

unemployed and workers laid off by companies. 

The biggest impact on community revitalization should be achieved 

through an integration of job creation activities with the develop­

ment of affordable housing, manpower training, and transportation. 

The creation of jobs integrated into a comprehensive strategy is 

important because jobs are the engine of community revicali:ation. 

Putting people co work is the first step toward restoring Jignitv. 

Even excellent job training will not compensate for lack of access to 

suitable jobs. With the recent welfare reform le~islation. the need for 

jobs is greater than e,·er before in distressed areas. 

CPD's programs have begun to realize their enormous potential for directly creat­

ing jobs, providing assistance to for-profit businesses, rehabilitating commercial 

buildings, and building the infrastructure required to promote business develop­

ment They are designed to exploit the newly-recognized "competitive advantage" 

or "location efficiency" of the inner city. This advantage can be a key weapon in 

reducing wage disparities and boosting local economies. Cities are particularly 

well positioned to take advantage of the emergence of "cluster" economies, which 

rely on the close proximity of businesses and supporting institutions and on tight­

knit social networks to succeed. Another approach is to integrate center city eco­

nomic development activities more closely with regional metropolitan economies. 

Jobs Created 

Between 1993 and 1996. CPD made possible economic development projects to 

create or retain an estimated 1.4 million jobs. 1 Because of the time lag from allo­

cation of funding to actual construction and expenditure of funds, these jobs will 

be created over a number of years. Of the total jobs created or retained. an esti-

The EDI/Loon Fund 
/m)gTam is kllffllging 
primu and public 
funds co help citw 
across che covncry 
build shop/)ing centers, 
grocery scom, and 
otlic businesses. 

.. ,'i.~ :,. Ml:.:-.T ~ ll ', : 1• 

,·' 
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The growth of EDI/ 

Loan Fund jobs 

reflects a nine.fold 

increase in loan guar­

antee commitments 

during this period, 

from just S229 mil­

lion in 1993 to S350 

million in l 994, to 

S 1.85 billion in 1995. 

Assistant Secretary Andrew 
C uomo, Boston ,\(uyor Thomas 

.\ (enino. und other dignitaries 

hreak ~round on an Economic 
Det•elopment Loan Fund 

project in Boston. 

A. 

maced ii5.000 will h;l\'e been created or retained through CPD's econom-

il.: de\'elopment pro!.!rams. This i~ .1lmost a 50 p~rcenr increase. or an esti­

mated 240.000 jobs, ()\'er the economic development pm!.!rams' perfor­

mance Jurin.!.! the preceJin!.! period ( I 989-1992). 

II. OVERVIEW OF CP D INITIATIVES: 

RETOOLl!\G THE SYSTEM 

CPD's new approach to economic developmenr has bet::n built around five 

key initiatives: 

l. The Economic Development Loan Fund (Section 108) 

In 1993. CPD began strongly promoting its Economic Development Loan Fund 

(Section I 08) as a tool for communttv revitalization. In FY 1994 and FY 1995. 
the Loan Fund had its most producti\'e years - guaranteeing more than $2.1 bil­

lion in loans co create jobs in large and small commu­

nities throughout the United States. The strength of 

the Loan Fund is that it permits communities to use 

foderallv-guaranteed loans, rather than Community 

Development Block Grant (CDBG) grant dollars. to 

leveragt: rri\'ate funds for the purpost:s of t:conomic 

Jevelopmenc and community rt:vicalizarion. This 

enablt:s .:ommunities to use their scarce CDBG grant 

,lollars t\1r ocher acti\'itit::s. Since the program was creat­

ed. it has ne\·er haJ to .:all lm the Treasurv to pay back 

defaulted loans. 

2. The Economic Development Initiative 

EDI is a new initiati\·e that provides !(rant funds to t:nhance the security of 

Economic Dc\'elopmt::nr Loan Fund (Section I 08) loan guarantees and/ or 

strengthen the l!conomic feasibilit\· of Loan Fund-assisted 

projects. Enacted and implt:mt::ntt:d for the first time in E.11h1b1r 2 
htimONd Jobs Created 

HUD Secretary Henry 
Ci.snenn has made job 

creation a cop prioriry 
at HUD. 

1994. the EDI l!nables localities tl\ .:arry our economic Je\'d­

opment acti\'itil!s where public and pri\'ate dollars can be 

leveraged tn create jobs and ocher benefits, especially for 

Ec-mic Development Loan fund (Section I 08)/EDI 
FY 1993 - FY 1995 

low- and moJl!rate-i ncome persons. and reduce the risk of 

potential future defaults on Loan Fund-supported projects. 

The EDI grams greatly expanded the role of guaranteed 

loans as a catalyst for economic de\·elopment. The estimated 

jobs created by EDI and the Loan Fund increased from 

16.900 in 1993 to over 201,000 jobs in 1995 and 43,000 
jobs in 1996. (See Exhibit 2.) 

The growth of Loan Fund/ EDI jobs reflects a nine-fold 

increase in loan guarantee commitments during this period. 

from $229 million in 1993 to :£350 million in 1994. to 

$1 .847 
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Almost 50 percent 

off unds are used 

to support or capi­

talize community 

development loan 

funds or programs, 

including communi­

ty development 

banks and revolving 

loan funds. 

~,'l1b,r J 
1-11 Guara- Lewie 
lc--,ic O.,e...,,.,_ 1-11 fund (~ IOI) 
Dollars ,n m,11,ons 

$1.85 billion in 1995. \See Exhibit 3.) A signitkant rurtion 

nt chit 1995 figure i~ Jirecdy atmbucable to commitments 2000 

extended to Suprlemental Emrmwrment Zunes and 1800 

Enhanced Enterprise Communines . 1500 

Capital access i, a ke\' component 0f the iol, growth strateL'Y 

employed by The Ern nomic De,·elopment Loan Fund/ EDI. 

Almost 50 percent ot fu nds are used to support or capitalize 

community development loan funds or programs. including 

community development banks and revolving loan funds. 

1400 

1200 

1000 

800 
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400 

200 
(See Exhibit 4.) Fourteen percent were used for hotels, con• 

ventions or downtown development. 1 7 percent for retail 

centers, and 10 rercent tor industrial parks or plants. The 

balance of the funds supported medical facilities. office build­

ing and distribution centers, and public construction. 

0 _____ __._..._...., __ ...., __ ....._ __ ,.. 

Exh, b,1 4 
Typetoflln,jechlunde,I 

3. Enhancing Access to Capital: lc--,ic 0.,■1.,_.lt &.an IUM (~ 101)/1D1 
,V 1994 • ,v 1995 

The Community and Individual 
Investment Corporation 

A new round of (1996) EDI funds will support the creation 

of Community and Individual Investment Corporations 

(CIICs). The CIIC will provide continuin!! credit for small 

business development in Empowerment Zones, Enterprise 

Communities. and other CDBG- eligible communities. CIICs 

are intended to complement the ongoing activity of existing 

Community Develorment Financial lnsticutions (CDFls). 

They provide a new orportunity for local governments. 

Rera11 ... ::,eVConven,,on, 

1 7°~1 : ,:.,,eloomef'I, t 14%1 

workini,: in partnership with communitv residents. to stimulate asset-building 

among low- and moderate-income persons and to return these assets to the com­

munity in the form of investments in housing and community and economic 

development. L:nique co the CIIC is that community residents are expected to 

have an economic stake in the venture by purchasing shares in the corporation. 

4. Implementing a Coordinated Approach to Community 
Economic Development: The Empowerment Zone and 
Enterprise Community Initiative. 

The Empowerment Zone/Enterprise Community initiative combines tax incen• 

rives for business development and job creation with a comprehensive approach to 

community revitalization through performance-oriented grants. The initiative, led 

by Vice President Gore. has begun to change the face of economic and communi­

ty development in i2 urban and 33 rural distressed areas across the country. The 

Nelson A. Rockefeller Institute of Government indicated that "(t)his initiative is 

the most significant etfort launched by the federal government in decades on 

behalf of the nation's distressed inner cities."2 

Economic/ Commun1"v 
DevekJpmer,1 fun as t 
'•ogrom 148%1 

',ledicol 
focililies 13%1 

Office Build,ngs, 
Distribufion Cenie,s I J :;, , 

Pu~ic Consrrucr,cn . .S 'o 

1"Cusmol Plants . 
Peru 110%1 
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In 1994 and 1995, over 

$2.3 .billion in Economic 

Deve_lppment Loan Fund 
loan ~rantees and EDI 

grants will leverage an 

estimated S4. 7 billion in 

udditional funds. Asam­

ple of 40 loan guarancee 
projects le,·eral(ed an m·er­

uge of 2.5 dollars for 
e,·er~ federal dollar in 

(!rancs or loan ~uuranlees. 

;, Revising Regulations and Streamlining Programs: 
CDBG and UDAG as Economic Development Tools 

CPD signit'icancly increaseJ its job creation capacity by streamlining and revising 

rules anJ regulations for its programs. This included a makeover of the CDBG 

rrogram. involving comprehensi\'e revisions of once-restrictive regulations. 

The regulations for the Urban Development Action Grant (UDAG) program 

were also amended to optimize the use of the grant funds remaining under this 

discontinued program. 

Leveraging Funds 

These economic development initiatives have leveraged 

substantial additional funds from other sources. In 

1994 and 1995, over $2.3 billion in Economic 

Development Loan Fund loan guarantees and EDI 

grants will leverage an estimated $4. 7 billion in addi­

tional funds. A sample of 40 loan guarantee projects 

leveraged an average of 2.5 dollars for every federal 

Juliar in grants or loan guarantees. 

Assessing the Results: University of Louisville Evaluation 

The University of Louisville evaluated the core CPD economic development pro­

grams - the Economic Development Loan Fund and EDI grants - and deter­

mined chat they are working. The study concludes that the program has produced 

real results over the past four years. 

"This analysis suggests chat the EDI gram program has not only enabled manv 

more communities to rake advantage of the long-term flexible funding available 

rhrough the Economic Development Loan Fund (Section l 08) guaranteed loan 

rrogram, but also that the two programs have performed well in generating jobs 

and boosting the economies of hard hit urban areas. The Economic Development 

Loan Fund/EDI program is an outstanding illustration of the efficient, productive 

use of federal funds ." 1 

"EDI allows participating communities to write down interest costs, maintain a 

loan loss reserve, and have more up-front capital to work with. Through the infu­

,;ion of a relatively small amount of EDI grant funds, communities around the 

country have been able to enhance the security of loans from the Economic 

Development Loan Fund. EDI grants have strengthened the economic feasibility 

of the projects, while making it more likely that they will generate enough cash to 

repay the guaranteed loan." 

The University of Louisville's study also points our chat the program is particular­

h- productive in that the great majority of federal resources involved are in the 

torm of loans, which will be paid back to rhe federal treasury O\'er a number of 

Years. Since there have been no defaults. the cost to taxpayers is limited to the 

direct outlay of EDI grants - a small portion of the total project cost. 
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Ill. PUTTING THE TOOLS TO WORK 

As mecrorolican-base,l large manutacturinl! facilities !.!ive way to smaller hi~h-tech 

tirms l()caceJ on city ed,1.;es, initiatives that can create a variety of permanent job 

options for unemployeJ or underemployed residents are critical to stabilizing both 

che central ci ty as well as the re!.!ion . 

Community Development Lending 

A number of cities are working co create new lending institutions chat will sup­

port community economic development, using the Economic Development Loan 

Fund and EDI. 

■ Community Development Bank 

Los Angeles, California 

The City of Los Angeles has received $300 million from the 

Economic Development Luan Fund (Section I 08). Ac lease $ I 00 
million of this assistance is to be used in conjunction with $100 
million of Economic Development Initiative funds awarded to 

the City. The EDI award was made pursuant to the City's desig· 

nation as a Supplemental Empowerment Zone. Los Angeles 

County also received a $15 million EDI grant and a $15 mil­

lion loan guarantee. 

The entire :54 30 million of Economic Development Loan Fund 

and EDI assistance will be used to establish anJ fund the Los 

Angeles Cummunity Development Bank. The Bank's mission is 

to stimulate economic development which will create and/ or 

retain jobs for Los Angeles' low- anJ moderate-income population. The Bank will 

achieve this Phjecti\·e lw rro\'iJing horrowers with loans, k1an guarantees. \'enture 

capital im·estmenrs. grants. and technical assistance. 

Revolving Loan Funds 

Small neighb0rhood businesses are the cornerstone of any viable community. 

Lacking the resources traditionally available to larger, more mainstream compa­

nies, small business owners often need financial backing, technical assistance, and 

start-up resources. 

Under the CDBG program, local governments leverage significant amounts of 
private funds for economic development and other activities. Revolving loan funds 

provide an on-going stream of funding for small businesses and micro-enterprise 

development. Many communities have small business loan and technical assis• 

ranee programs that can jump-start an infant business or provide assistance to 

growing businesses seeking to expand. 

Microloans are a relatively new approach to economic development. They target 

the smallest of businesses. Most micro-loan recipients are low-income home-based 

husiness owners. who provide neighborhood services. such as hair care. clothing 

Trinity Knitworks in Los 

An,ew did not ha11e 10 

ta, off any of its workm 
thanks to a loan make 
posribk lry CPD's 
Economic Dewlop,mnt 
Loan Fund (S«tion 108) 

,, ,~9,. ~)lll!\ T .: \I 
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repair, deaning services. an,! similar ,,ne-person operations . l'sing CDBG anJ/ or 

a combination L1t ocher local and rrinte resources. microloan programs ntfer 

small loans. generallv not more than :32 3.000. at no or very low interest rates. 

Commercial Revitalization 

Whether a small-scale mini-mall or comprehensive Jevelopment of a downtown 

business Jiscrict. commercial revitalization is a key component of neighborhooJ 

revitalization. Commercial redevelopment is a useful economic development tool 

in communities where once-thriving business districts now suffer because of disin• 

vestment and neglect. Not only does rehabilitation of existing lots and construe• 

tion remove blight, but redevelopment in commercial districts promotes economic 

growth through job creation and small business development. An increasing 

number of communities are using Economic Development Loan Fund loan guar• 

antees to finance commercial development projects. 

■ Martin Luther King Jr. Drive Commercial Revitalization Project 

Atlanta, Georgia. 

The Martin Luther King, Jr. Drive/ Ashby Street Commercial Revitalization pro­

ject will use EDI and the Economic Development Loan Fund to provide interest 

rate reductions to a neighborhood retail shopping center with anchor stores of a 

supermarket and drugstore. EDI and Economic Development Loan Fund guaran­

tees will also be used as a loan loss reserve for small start-up business loans in the 

retail facility. The neighborhood has an overall poverty rate of 4 7 percent. It is 

estimated that the project will create 323 new jobs anJ will provide employment 

for the residents ot the Eagan Homes rublic housing project located immeJiately 

adjacent to the proposed retail center. The project will be implemented by the 

Atlanta Economic De\·elopment Corporation. a certified Local Development 

Corporation. 

■ Promenade 23 Neighborhood Shopping Center Project 

Seattle, Washington 

The City of Seattle. Washington has been approved for $2.4 million in Economic 

Development Loan Fund guarantees to assist in the financing of the expansion 

and stabilization of the Promenade 23 neighborhood shopping center. The City 

will loan the Economic Development Loan Fund loan proceeds to Promenade 23 

Associated Limited Partnership to develop a 

13,900 square foot drug store, a 2,000 square-foot 

retail building for restaurant and retail space, 

expanded parking facilities, site and existing build­

ing improvements, anJ refinancing of existing 

debt on the center. Total development costs for 

the project are budgeted at $6.2 million. The City 

was previously awarded a $350,000 Economic 

Development Initiative i,?rant to offset the interest 

costs of the Economic Development Loan Fund 

The Promenade Shopping 
CenUT, an EDI/Loan Fund 

project in Seattle, WA. 
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guarantee and to finance design cosrs for rhe center. The area rhar will be served 

bv rhis neighborhood rerail center has a rorularion which is 68 rercenr low• and 

moderate•income rersons. 

■ Five-Points West Shopping Center Project 

Birmingham, Alabama 

The City of Birmingham. Alabama has received a loan guarantee from the 

Economic Development Loan Fund (Section I 08) to provide assistance co a devel• 

oper to acquire the south parcel of the Fi\'e Points West Shopping Center. The 

developer is renovating the entire shopping center which serves the West End area 

of the City. Total project costs are expected to exceed $4.5 million. Over 400 jobs 

will be available to low• and moderate•income persons. 

Job Training 

Critical to job development is a properly trained work force. 

Job training can take many forms . for some, it means skills 

development; for ochers it means job search assistance and 

techniques. These programs give participants the knowl• 

edge, special skills, and self-esteem they need to enter the 

work force as strong competitors. Communities can use 

CDBG funds with other federal, state, and local funding, 

such as the Job Training Partnership Ai:r. co provide train· 

ing to unemployed residents. 

Industrial Retention and Manufacturing 

Manv cities are working to retain or attract firms in older industrial corridors or 

traditional manufacturin!.! sectors such as steel. automobile or ocher types of 

industrial production. In older cities. the industrial corridors ofren included 

smaller shops that were the backbone of neighborhood economies. in such sectors 

as metal finishing, print shops, tllod processing, and electroplating. With foreign 

competition and structural changes in the economy, many of these smaller shops 

were forced to close. Cities are using CDBG. Section 108 and ocher resources to 

support existing firms in these corridors or co retool these areas for new, higher 

technology production. 

■ Regional Cooperation Gave a Boost to Steel Town's Economy 

Johnstown and Cambria County, Pennsylvania 

A multi•jurisdictional agreement in Pennsylvania gave a boost to the steel region's 

economy by retaining hundreds of jobs in a community the State had once 

declared distressed. The City of Johnstown and Cambria County agreed, in coop• 

eration with the Commonwealth of Pennsylvania, to finance the opening of BRW 

Steel Corporation, a once•defunct division of Bethlehem Steel. 

The endeavor revived the Bar, Rod, and Wire Division, which in the late 1980s had 

begun to suffer operating losses. Early in 1992. Bethlehem Steel opted not to proceed 

with its planned modernization program. but rather sell the di\'ision and concentrate 

Community Development Bank 
Grant fund.s not only help create 
jobs, but support job crainin~ 
efforts as well. 



Thompson's Pee Food, Inc. is 

hiring 128 Kansas City, KS 
residents for its new dog food 

manufacturing facility. 
The company received S4.2 
million in EDI/ Loan Fund 

assistance. 

1 " 

,,n core steel orerations. which were more competiti,·e anJ profitable. Operations 

,hut Jown. ;mJ the same vear rhe State JedareJ the Cit\' a JistresseJ communit\'. 

\ 'eritas. Inc .. an inn:stment gwup. re\'iewed the Di,·ision. anJ conduJeJ that if a 

new union agreement coulJ be reacheJ. the BRW Jivision could be an attracti\'e 

investment opporrunitv. In 1994. Johnstown anJ Cambria counties jointly 

,1pplieJ for anJ recei\'eJ Economic Development Loan FunJ authorization tor 
:38.5 million ($5.5 million anJ $3 million, respectively) for the acquisition. moJ­

ernization. start-up anJ operation of the Ji\'ision as a new corporation, induJing 

production faci lities in the Johnstown area (as well as in Hamburg, NY). 

The project will allow the idle bar. rod and wire facility to n::open and provide 

significant economic stimulus to the City of Johnstown and surrounding commu­

nities by providing an initial payroll of $5.4 million for 180 jobs; a mid-term 

payroll of $24 million for 800 jobs; and a maximum payroll of $55 million for 

1,200 jobs created and/ or retained once the steel facility is fully operational. The 

project will stabilize the local tax base by generatin_g estimated annual tax rev­

enues totaling $553,600. 

■ Model Industrial Corridors 

Chicago, Illinois. 

$1 million in EDI grant funds anJ Economic Development Loan Fund guarantees 

will be used for economic Jevelopmenr projects as interest rate reductions. loan 

loss reserves, and credit enhancements. The city proposes to use funds for its 

Retail Chicago project that will be set:d money for retail and job development. a 

Brownfields project to help aJJrt:ss environmental hazards on unutilized inJustri­

al sites, and the Modd Industrial Corridors program. These programs are needed 

to add ress the city's manufacturing job loss in inJustrial areas. 

■ Thompson's Pet Food Project 

Kansas City, Kansas 

The City of Kansas City, Kansas was 

awarded Economic Development Loan 

Fund and Economic Development 

Initiative funds to carry out economic 

development projects in the Enhanced 

Enterprise Community area. The first pro­

ject involved financing for a pet food man­

ufacturer (Thompson's Pet Food) to acquire 

land and new equipment for expansion of 

its production capabilities. 

This economic development project is cen­

tral to the revitalization strategy for the 

Enhanced Enterprise Community. The 

City estimates that this financing will 

t:nablc the company to generate 128 new 

high wage jobs over the next four vears. 
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IV. TOOLS FO R ECONOMIC DEVELOPMENT: 

THE PROGRAMS 

1. The Economic Development Loan Fund (Section 108) 

Through the Ecomm1ic De\'elopment Loan FunJ (Section 

108), CPD provides a guarantee of payment to private 

investors who purchase Jebt obligations issueJ by local 

governments. The guarantee represents the full faith anJ 

credit of the United States Government, enabling local 

governments to borrow funds at rates comparable to 

federal borrowings through the U.S. Treasury. 

Guaranteed loans may be usd to finance the following 

activities: 

• 
• 
• 
• 

• 
• 
• 

Economic development 

Housing rehabilitation 

Real property acquisition 

Rehabilitation of publicly owned real property and related demolition, 

clearance, and site improvements 

Construction, reconstruction, or installation of public facilities 

Public works and site improvements in colonias 

Interest payments on the guaranteed loan and issuance costs of 

public offerings, and 

■ Debt service reser\'es. 

Who is eligible? 

Eligible applicants ti)r the loan _guarantee include both metropolitan cities and 

urban counties as well as small non-metropolitan communities that are assisted in 

submitting applications by States administerin~ the CDBG Program. Small commu­

nities and States have slowly begun to increase their use of the Economic 

Development Loan Fund (Section 108) program as evidenced by CPD's approval of 

38 small town applications as of July 1, 1996. Beginning in 1995, New York State 

and Hawaii small cities were also made eligible for the program. l Applicants may 

receive loan guarantees directly or through a designated public agency. 

As of February 1995. CPD required additional security over and above the pledge 

of CDBG funds for each loan. This was caused, in part, by the extension of 

requirements of the Federal Credit Reform Act of 1990 to the program. The 

Credit Reform Act requires HUD to estimate future losses and defaults under the 

program and request appropriations to cover the net present value of those esti• 

mated losses (the "subsidy cost"). These funds will be set aside in special accounts 

with the Treasury until such time as it may be necessary to draw upon chem. The 

subsidy cost rate for the program for FY 1996 was established at 2.1 percent and 

HUD received a credit subsidy appropriation totalling $31.5 million to address 

future defaults. 

Guamntted loans stimulate 
neighbomood economies. 
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Annual Limits 

The total amount of loan guarantees is limiteJ each year by language in the 

Congressional appropriation. The annual limit from FY 1993 through FY 1995 

was approximately $2 billion. Generally. the statute limits Economic Development 

Loan FunJ activities en CDBG-di!!ible acm·ities generating sufficient cash flow tl, 

support loan payments. 1994 amenJments expandeJ the list of eligible activities 

to include public facilities. which generally do not produce a cash flow to repay 

the debt. 

Streamlining the Program 

In 1994. CPD added the EDI program to help reduce the risk to local govern­

ments using guarantees, expanded the list of eligible activities to include public 

facilities. and altered the permanent financing process for Loan Fund guarantees 

to reduce costs and paperwork. 

2. The Economic Development Initiative 

The Economic Development Initiative is a new initiative that 

provides grant funds to strengthen the economic feasibility 

of economic development projects. EDI's are cash grants 

used in conjunction with Economic Development Loan 

Fund (Section I 08) loan guarantees. Enacted and imple­

mented for the first time in 1994. EDI enables localities to 

carry out economic development activities where public and 

private Jollars can be leveraged to create _ilibs and other hen­

efits. especially for low- and moderate-income persons. It 

also reduces the risk of potential future defaults on 

Economic Development Loan Fund-supported projects. 

The central premise upon which the initiative rests is chat the funds can serve as 

the basis for subsidizing loan guarantee funds . They can reduce the risks co local 

government Community Development Block Grant funds which serve as the first 

line of security for paying the guaranteed loan. As a result. EDI has energized 

local governments to plan a new range of economic development activities. 

Funding 

Since the passage of legislation, three EDI funding rounds have been completed. 

The first funding round in FY 1994 awarded $18.9 million in grants to 40 com­

munities for 44 commercial. industrial and neighborhood development activities. 

In FY 1995, a second funding round awarded $300 million targeted to urban 

Empowerment Zone applicants and designees. In 1995, $50 million was awarded 

to 64 cities. A fourth round is underway at the time of chis report (October, 

1996) in the amount of $50 million. 

Communities are using 
Economic Development 
Initiative funds to establish 
und expand small businesses in 

disadvanta.ired neighborhoods. 



Selection Criteria 

EDI proJects have the fr1llowinl! statutory selection criteria: 

■ Level of distress in the community to be served and in the jurisdiction 

applying for assistance 

■ The extent of the financial need tor assistance 

■ The quality of the plan proposed and the capacity or potential capacity of 

the applicant to successfully carry out the plan 

■ Such other factors as rhe Secretary determines to be appropriate. 

3. The Community and Individual 
Investment Corporation 

CPD is capitalizing innovative financial institutions -

Community and Individual Investment Corporations 

- which provide residents with a financial stake in 

their community. These corporations are new com• 

munity-oriented financial institutions dedicated to 

economic development of their communities. 
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The basic premise of the CIIC is chat local economies and social systems 

interconnect. The essence of economic empowerment is ownership. The CIIC learns 

• ♦ ... .-&. 

from the limitations of past experience by involving residents directly in the commu• 

nity reinvestment process through ownership, responsibility and opportunity. 

Community in\'estment must be linked co social networks that promote mutual sup­

port and interdependence. There is strong evidence to suggest that the concepts of 
ownership, pmiit and loss that underpin the CllC model have a powert'ul influence 

on personal n:sponsibilin· and .:ommunin· cohesion. 

This principle has been applied. with some success, in developing economies 

around the world. for example. the Grameen ("Village") Bank extends small self 

employment loans to w0men in Bangladesh. Ir operates on the principle of mutu· 

al accountability and shared risk. Grameen is not the only example. Accion 

International. a private. not-for.profit organization which provides micro•credit to 

entrepreneurs in 14 Larin American countries, cakes a similar approach. and 

enjoys a payback rate of 98 percent. 

CIIC's provide a new opportunity for local governments, working in partnership 

with community residents, to stimulate assec,building among low- and moderate• 

income persons - and return these assets to the community in the form of invest• 

ments in housing, community and economic development. The goal of this initia­

tive is to create self.sufficient institutions dedicated to the economic development 

of their communities. 
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A Real Stake for Residents 

Economic progress depends. to a great degree, on a community's willingness to 

use its own assets to build jobs and wealth. As a unique form of collaboration 

between community residents , city government and the private sector, the CIIC 

has several potential benefits for low and moderate income communities. 

■ Resident ownership means residents will become shareholders, providing an 

opportunity for residents to participate in building their own community, 

supporting and nurturing local businesses, and planning for their own 

futures. They will have a direct economic stake in local economic develop• 

ment and the success or failure of locally-owned businesses and other devel­

opment efforts. Those owning voting shares must be residents of the com­

munity or must own community-based businesses. 

By owning shares in the CllC, residents are able to play a role in its gover­

nance and in the process gain a genuine economic stake in their community. 

As board members and shareholders with a direct financial interest in the 

performance of the Corporation's investments, residents have a strong incen­

tive to help it succeed. 

■ The CllC will ensure that technical assistance is provided to entrepreneurs 

seeking loans. not just from its own programs, but from CDFls, neighbor­

hood loan funds and conventional banks. 

■ The CllC may be created with resources provided through the 

Empowerment Zone or Enterprise Community program, Community 

Development Block Grants, Economic Development Initiative and Economic 

Development Loan Fund guarantees . federal. state and city dollars. These 

resources can leverage substantial revenues which would allow the CllC to 

achieve a scale necessary to ensure long-term vitality. 

The CllC's role will vary from community to community. In some communities, 

the CIIC might make direct loans as a "retail" lender. More often, it will function 

as a "wholesale" lender carrying out its financing activities (loan guarantees, pur­

chase of loans, "patient" capital provider) through existing institutions. The CIIC 

could also be a packager of investment products organized around Empowerment 

Zone wage tax credits, state tax credits, CDC tax credits, pollution abatement tax 

credits and, potentially, future commercial real estate tax credits. 

As CllCs are intended to complement and support existing institutions, the spe• 

cific services and products offered by a CIIC in a particdar community should be 

informed by an analysis of the ongoing activities of existing institutions. This will 

help determine what functional gaps are present and facilitate the design of a pro­

gram of activities that close those gaps. 

The CllC will engage in a number of activities beyond making business loans. 

These might include. for example. creating an endowment fund to provide soft 

loans and grants for capacity building and management assistance to local 



entrepreneurs. as well as workforce devdorment etforts. CIICs mil?ht also rake the 

lead in (1 ri!.!inating anJ underwriting loans and prm·iding technical assistance 

while co-lending with conventional lending institutions. This reduces transaction 

costs and lender liabilitv exrosure for these institutions. 

4. Empowerment Zones and Enterprise Communities 

The Empowerment Zone/ Enterprise Community 

initiative wmbines tax incentives for business 

development and job creation with a comprehen• 

sive approach to community revitalization. The 

six Urban Empowerment Zones receive $100 mil­

lion each and the sixty Enterprise Communities 

receive $3 million each of Title XX funds from 

the Department of health and Human Services 

through a social services block grant.4 The two 

Supplementary Empowerment Zones and four enhanced Enterprise 

Communities were aware.led $300 million in Economic 

Development Initiative grants. 5 

There are two major tax incentives available to Empowerment 

Zones. Wage tax credits are directed at any employer in trade or 

business in the Zunes. for each resident employee or new hire, the 

business is eligible for ur to $3,000 each year in tax credits. The 

second incentive is Section 179 "expensing", permitting businesses in the Zones 

to "write off" expenses. the cost of the depreciable tangible personal property 

they purchase up to $37,500. This depreciation provides them with a deduction 

that is $20,000 more than the normal $17,500 first-year write off that this section 

permits for ocher businesses not in Empowerment Zunes. 

Another tax incentive, tax-exempt bond financing, is available to all 

Empowerment Zones and Enterprise Communities. Qualified businesses may be 

eligible for a new category of private activity bonds chat offer lower rates than 

conventional financing and permit businesses to finance business property and 

land. In addition to offering them lower rates than conventional financing, tax­

exempt bond status provides access to non-traditional lenders, such as insurance 

companies and individual investors. 

The program is also significant in that it refines how Federal agencies provide 

access to communities and to State and local governments. The interagency 

Community Empowerment Board (CEB), headed by Vice President Gore, is the 

key to government "reinvention" in the EZ/EC communities. 

The Board represents the major domestic federal agencies. It meets regularly to 

discuss coordination efforts, performance measures and federal funding prefer­

ences. All federal funding, technical assistance, and regulatory issues are coordi­

nated through the CEB. Federal agency Board members have already granted 

more than 250 requests ti.ir programmatic and regularorv flexibility needed to 

implement the economic development activities in the Zones and Communities. 
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Examples or" economic Je\'elupmem projects in the Zones incluJe: 

■ In Philadelphia. at bst 50 

businesses have taken 

advama.ge of the tax incen­

tives in the Zone hdrinl! 

co create or retain more 

than 900 jobs. 

■ In Detroit, a consortium 

of banks and financial 

intermediaries pledged to 

loan $1 billion to Zone 

residents and businesses 

in l O years. The consor­

tium exceeded its first year 

goal with $286 million in 

loans. 

■ Cleveland loaned $1 mil­

lion to l O businesses in 

the first year of its 

Empowerment Zone effort. These 

loans will create 77 jobs, retain 452 
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Banks putting money behind 
empowerment zone bu.sin~ 

jobs, anJ develor 65 new housing units. 

■ In Atlanta, a recycling company renovated a 

vacant plant and is hiring 200 Zone residents and 

students. 

Activitv in Emrowermenc Ztmes is not limited w phvsical development projects. 

They are preparing community residents co enter the workforce. 

5. Revising Regulations and Streamlining Programs 

Community Development Block Grant Program 

CDBG funds continue co play a significant role in economic development particu­

larly with the streamlined regulations. CDBG economic development activities 

contributed an estimated 471,800 jobs (254,000 through the entitlement commu­

nities program, and another 217,800 jobs through the State CDBG program) 

from 1993 to 1996 . Other CDBG activities (housing rehabilitation. public ser­

vices, etc.) contributed 472.200 permanent and temporary non-administrative jobs. 

Metropolitan cities, urban counties, and states may use block grant funds for a 

wide variety of activities, including economic development. Economic develop­

ment activities may include direct assistance to for-profit businesses, commercial 

and industrial infrastructure improvements, and facade improvements in commer­

cial business districts. While it is generally not specifically classified as an eco­

nomic development activit,·. CDBG funds may also be used for job training. 



Specific uses of funds of CDBG grantees included: 

■ CDBG Entitlement grantees provided some $129 million per year in direct 

financial assistance and $24 million in technical assistance to all types of 

for-profit businesses in FY 1992 and 1993. They also provided $13 million 

in FY 1992 and $24 million in FY 1993 for technical assistance to for-profit 

businesses . The Seate CDBG program provided approximately $109 million 

in direct financial assistance to for-profit businesses in FY 1992, $114 mil­

lion for FY 1993, and $130 million in FY 1994. 

■ The CDBG Entitlement program provided $40 

million in FY 1992 and $20 million in FY 1993 

for a range of commercial revitalization or indus­

trial retention projects. These typically included 

land acquisition, infrastructure improvements, 

building construction or rehabilitation (including 

facade improvements), and other capital 

improvements. In add'ition, $18 million in both 

FY 1992 and FY 1993 was used for minor reha­

bilitation of commerciaVindustrial structures, 

including facade improvements. Under the Scace 

CDBG program, approximately $28 million in 

FY 1992, $40 million in FY 1993, and $39 million in FY 1994 were used 

for commercial/industrial infrastructure improvements. 

■ In FY 1993, the most recent year for which Entitlement data are available, 

grantees reported providing job training fo r more than 118,000 people. In 

FY 1992 and FY 1993, $15 million in CDBG funds were used by local 

grantees for a range of job training programs. 

Under the State CDBG program, economic development activities account for near­

ly 19 percent of the total funding awarded by states for FY 1992-94. Most of these 

activities involved loans to for-profit businesses or infrastructure projects. State 

CDBG funding amounts for economic development totaled approximately $137 

million for FY 1992, $154 million for FY 1993, and $168 million for FY 1994. 

Urban Development Action Grant Program 

Revisions to the Urban Development Action Grant program. which originally ran 

from 1978 through 1989, have further helped spur economic development This 

competitive loan and grant program was created as gap financing to stimulate eco­

nomic development and employment in distressed urban communities. Although 

Congress has appropriated no new funds for the program since FY year 1989, 

amended grants for altered and new projects for those cities with UDAG awards 

have continued. These amended grants have come from funds previously awarded 

for projects chat failed to move to fruition . 

In addition co assisting smal 
businesses, communities are 
building large-scale dewlap. 
menu with CDBG funds . 
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Since the program ended in 1989. rather than terminating awards co cities \\'ith 

failed projects and returning the funds to the Federal Treasury, new Federal 

statutes and more flexible regulations allowed cities to receive these fonds for 

other economic development activities. In addition. communities with completed 

projects continue to receive income from UD:\G project repayments. Local juris­

dictions use these repayment funds for additional economic development and 

housing activities. 

In total, some $4.6 billion in Federal funds. leveraging $35 billion in private and 

other funds, generated 603,000 jobs and 109.000 units of housing. Many new 

jobs will be created through the new initiati\"e permitting more flexibility on the 

use of old UDAG funds . 

6. Youthbuild 

The Youthbuild program6 provides disadvan­

taged young adults with education, employment 

and leadership skills and expands the supply of 

affordable housing by building and rehabilitating 

housing for low-income and homeless persons. 

Youthbuild provides on-site construction work 

experience and academic and job skills training 

primarily for high-school dropouts (ages 16 co 

24) in very low-income communities. While receiving training, participants are 

rehabilitating or constructing affordable housing. Partnerships are formed among 

local service providers co provide educational and leadership training and hands­

on construction skills. 

Use of Funds 

CPD's Youthbuild program made its first awards in July 1994. Youthbuild award­

ed $38 million dollars in FY 1993 funds co 136 public and private non-profit 

agencies across the country. Those funds provided education, training and work 

experience for 1,327 participants and resulted in the rehabilitation or new con­

struction of over 900 units of affordable housing. 

Following a rescission of $10 million, FY 1994-95 Youthbuild funds totalling $64 

million were awarded to 128 non-profit organizations. These programs will pro­

vide education, employment training, and meaningful construction work experi­

ence to more than 3,007 young adults who are very low-income high school 

dropouts. More than 1,5 12 units of affordable housing, new construction and 

rehabilitation will be added to the housing stock in the neediest communities. 

In FY 1996, $20 million in Youthbuild funds were awarded which will provide 

1,200 young people with skills they need to gee good jobs, and will provide 420 

families with homes in 26 distressed communities. 

Stcrttary Henry 
Cisntros talks to 
job trainets in 
the Washington, 
D.C. Youthbuild 
program. 



..... 

V. ECONOMIC DEVELOPMENT BEST PRACTICES 

The jobs created all over the United Scates through CPD programs can best be 

illustrated by some case studies of "best practices" chat illustrate many different 

innovative local approaches to economic revicalizacion. 

BEST PRACTICE 

INCUBATORS NURTL! RE INFANT Bl'SINESSES 
Omaha, Nebraska 

Opportunity knocks only so often, and 
those who open the door let in an array of 
new options that can lead to success. 
Donna Cobalt, whose colorful name 
matches her fashionable business, Window 
Visions, found her opportunity in the busi­
ness of designing and fabricating window 
dressings. Cobalt put herself through a 4-
year degree program in Home Economics. 
As a single mother, she wanted to open her 
own business so that she could work while 
staying home with her child. 

What's unique about Cobalt's work is that 
she does both the design and fabrication 
herself, whereas most designers contract 
out for the fabrication. "It improves the 
quality of the work because you can do 
exactly what your clients envision," she 
says. "This way they're not disappointed." 

When Cobalt started her business she 
farmed out the fabrications of her designs 
to wholesalers who actually did the sewing. 
After one year, she decided that to serve 
her customers better, she could do the fab­
rications herself. Visits to several banks for 
financial assistance to strike out on her 
own came up dry, as banks were not will­
ing to take the risk on a small start-up 
business. One bank referred her to the 
Omaha Small Business Network (OSBN), 
just as that organization was starting it's 
"Fast Track" program of entrepreneurial 
training and technical assistance for small 
business owners. 

"What I liked best about them was that 
they had true expertise," Cobalt says. She 
cited examples, such as lawyers and accoun­
tants who were cops in their field in the 
Omaha area. She took advantage of a flexi­
ble $14.000 loan, which she could use for 
any number of expensi:s. In addition to the 
loan, howi:ver, she notes that the staff 
hdped h.:r to establish a working relation­
ship with a local bank. "Whi:n banks are 
familiar with you and thi: financial n.:i:ds 

of your business," she notes, "they're more 
flexible and willing to give you the cash 
flow you need." 

Whether it is an emerging small business 
on the fast track to success or just a pi:rson 
with a good idea, there's a spot in the incu­
bator for nurturing small business and 
potential business owners. It's the Omaha 
Small Business Network, which operates a 
Business and Technology Incubator and 
manages a loan fund for small businesses. 

Incubators are an innovative economic 
development concept Emerging businesses 
share resources, such as secretarial staff 
and copying services. The shared overhead 
helps to reduce start-up and maintenance 
costs to resident businesses. According to 
the National Business Incubator 
Association. there are some 350 incubators 
in 41 states. Research by the NBIA shows 
that 80 percent of companies nurtured in 
an incubator survive, as opposed to the 
Small Business Administration's well-publi­
cized statement that 80 percent of all small 
businesses fail after five years. Given that 
small business is the fastest growing sector 
of the U.S. economy, an incubator type 
project fits in well with the city's communi­
ty development objective of promoting 
industrial and commercial development. 

The Business and Technology incubator 
runs out of what used to be a Safeway gro­
cery store in South Omaha, one of the 
most blighted areas of the State. The 
Network used HUD's Community 
Development Block Grant (CDBG) funds 
to renovate the structure and to replace the 
aging heating and cooling system. A total 
of 32 businesses lease space in the incuba­
tor, each employing anywhere from two to 
eight employees. Types of businesses in the 
incubator include construction, screen 
printing, and service businesses. Ri:tail 
businesses art: located in recently- ri:novat­
.:J buildings across thi: street. 
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But there was more to those block grant 
funds than renovations. They are being 
stretched and leveraged with each loan that 
passes through the Network's revolving 
loan fund, capitalized with $300,000 in 
CDBG funds. Loans are offered to busi­
ness owners who complete one of two 
"Fast Track" training courses with a com­
pleted business plan. 

More than 200 people have gone through 
training, with a 70 percent graduation rate. 
Since 1993, the fund has loaned $1 mil­
lion, leveraging some $3.8 million from 
other lending institutions. "We always try 
to take deals that banks wouldn't ordinarily 
make" , says the Network's President and 
loan fund manager Kevin Clingman. "We 
don't want to compete with financial insti· 
tutions." A start-up business can get a loan 

for a maximum of $25,000, while existing 
businesses can get up to $200,000 at or 
below market rate. The loan portfolio 
totals $7 million, and 120 new jobs have 
been created by businesses who have gone 
through the training program. 

The Network, which also operates a loan 
fund capitalized with State funding, often 
uses the two in combination, with further 
support from financial institutions. 
Focusing on minority lending, more than 
50 percent of the loans since 1993 were to 
minority business owners and 25 percent 
went to women-owned businesses. The 
Omaha Business and Technology Center 
was recognized as the Microenterprise 
Incubator of the Year by the National 
Business Incubator Association in 1995. 

BEST PRACTICE 
WORKING SMART 

Nashville, TN 

The African tradition of hair braiding passes 
from mother to daughter each generation. 
With five daughters of her own, Nella 
Frierson, is spreading the tradition far and 
wide. A licensed beautician, Frierson 
recently opened a hair braiding gallery, 
Pearls, Pearls, and Braids, across the street 
from the public housing development 
where she lives. 
She received a $4,000 microloan from 
Working Smart to start her business. She'd 
already been braiding hair for 30 years. 
She used the loan to purchase office 
supplies, equipment, for remodeling, and 
for advertising. 

With some I 00 to 150 regular clients who 
return about once every three months, 
Frierson also employs her daughters in the 
business. "All of my daughters work in the 
shop in some capacity," she says. One is 
planning to start her own business as well, 
specializing in a braiding technique called 
"latching," which can be done much faster 
than traditional braids while achieving the 
same look. She adds another 50 to 7 5 cus­
tomers each month. She is putting two 
daughters through college, and raising 
three more at home on her modest income. 

To further spread the tradition, and to 

earn additional income, she also reaches 
evening adult classes for pay through the 
Metropolitan Education System. She plans 
next to purchase a home. She frequently 

attends homeownership counseling classes 
offered by the Metropolitan Development 
and Housing Agency. She is currently 
enrolled in a lease-purchase program, and 
expects to be moving toward homeowner• 
ship within the next year. 

Public housing residents with good ideas 
and some initiative are investing in their 
own futures by starting their own busi­
nesses. Home-based businesses in hair care, 
clothing maintenance, food service, record 
keeping, and other simply-managed busi­
nesses are providing hope, self-esteem, and 
most important, income to low-income 
public housing residents in Nashville. 

"Working Smart," a microloan program, 
was developed by the Metropolitan 
Development Housing Agency, the local 
public housing authority, which also 
administers the city's economic develop­
ment programs. 

The program, funded in part with 
Community Development Block Grant 
(COBO) funds assists public housing resi­
dents, and provides intensive training in 
entrepreneurship, business development 
and management, and personal develop• 
ment. Working Smart received its first 
COBO grant from the City for $87,000 in 
1992. Subsequent grants were for $60,000 
in 1993, and $92,000 in 1994. 



The training comes with an option for partic­
ipants to obtain a loan for up to $6,000, 
which can l"lt! used for any number oi busin.:ss 
Jevelopment costs, including working capital, 
start-up costs, and real estate acquisition. 

Loans are offered at an interest rate of 
prime plus 2, rather than at low- Llr no­
interest, "because we want to rrear resi­
dents like they' re in the real world; and it 
is the real world," says Phil Ryan, director 
of MDHA. The loan fund is capitalized 
with $197,500 from participating banks. 
Some of the microbusinesses assisted are in 
hair care, clothing, jewelry, food service, 
record keeping, baking, and desk-top pub­
lishing. 

A private non-profit organization, Total 
Rededication and Commitment, works 
under contract from MHDA to provide 
160 hours or 8 weeks of training, which is 
funded with COBO. Many of the business 
owners are single mothers, and training 
can be designed to fit the special needs of 
these small classes. Each class is given an 
academic assessment at the beginning of 
the session to determine it's specific needs, 
as well as level of experience and knowl­
edge. Trainer Bonita Harris says they try to 

keep classes small-about 8 to IO students­
and generally lose about two students each 
session. 

A key to making the training work is the 
session on personal development. It 

includes basic liie skills. which can be use­
ful for the participant's day to day living. 
Students learn about proper health care 
and maintenance. managing stress, conflict 
resolution, developing a personal image, 
maintaining their personal finances, and 
maintaining a good credit history. 

In addition, iinancial institutions provide 
other services. First Union of Middle 
Tennessee. for example, provides financial 
advice to program participants. 
NationsBank invites participants to visit 
their small business resource center, devel­
oped in conjunction with the federal Small 
Business Administration and the area 
Minority Business Development Center. 
The resource center provides written mate­
rial and reference books, videotapes, busi­
ness magazines, and a host of other 
resources that could be useful to a new or 
potential business owner. SunTrust, First 
American National Bank, and Union 
Planters also capitalize the fund and have 
representatives who sit on the board. 

Participants attend an informal, yet impor­
tant, monthly borrowers meeting to discuss 
their ventures, share experiences and sup­
port one another. Some have pursued 
homeownership, opened businesses outside 
their homes, or moved on to full-time 
employment while maintaining their busi­
ness part-time. 

.:,.,o'l""aHNT'S \1
1

0 -,t-, . ..,-: 

23 



.... 

24 

ADDITIONAL CASE STUDIES 

ENTERPRISE INVESTMENT PROGRAM REUSES 
DINOSAUR BUILD I NGS 

Toledo, Ohio 

The City of Toldu plans tu combine 
:3164,000 in EDI grant tun,b along with 
:36;0,000 in Economic Development Loan 
Fund (Section 108) loan guarantees to capi­
talize the city"s Enterprise Investment 
Program, a multi-year strategy to stimulate 
job creation and economic revitalization. 
The city proposes to use the I O8/ EDI 
tunds to establish a business loan program 
chat will create a level playing tield for busi­
nesses in its Enterprise Community, create 
jobs, and reverse blight. 

The citv also expects co use some of the 
tunds tu provide a cost-effective mecha­
nism to reuse \linosaur buildings" and 
mitiJrnte the risks of new plant construc­
tion on urban sites. EDI grant funds will 
.:nable the city to reduce the debt service 
requirements of loans made to businesses 
thus making projects in these areas more 
.:conomically feasible and to provide addi­
tional collateral against loan losses. 

SHOPPING CENTER BRINGS HOPE TO 
DISTRICT COMMUNITY 

Washington, D.C. 

The Anacostia Ewnumic De,·elopment 
Corpornti(ins (AEDCl, working with HUD 

funding is in the process of constructing a 
Safeway grocery store . The AEDC is a non­
profit community de,·dorment cor~,oration 
that was established in nr,ler ro address the 
housing ,md .:conomic development needs lit 
the Anacostia/ Far Snutheast area of 
Washingwn . D.C. Its l!l>al is t,, focilitatt'. the 
t' hysical an,I socia l change of rhe Anawsria 
c,,mmunit,· ,luring rht· rransiri,,n fr,,m che 

~0th cenrur\' n, rhc 21 -r cenrur\'. 

A new n :nture fr,r the AEDC is Goud Hope 
Marketplace shopping center. Where there 
now stands a vacant Sears store, there will 
soon be a new shopping center. The Satewav 
comrany will develop the site in Anawstia 
,md tht!n AEDC will acquire and manal(t! tht! 
center. In this shllpping center will be a 
55,000 square foot Sateway Food and Drug 
Store. a bank, a family restaurant, and ocher 
retail Stllres. The total center \\'ill cncllmpass 
'16.l°'IX' square tl'ct ,if space. 



Instead uf losing customers w rhe suburbs. 

Sat'eway JecideJ ro im·esr in a rwrercy 1war­
lw another ,,r' its smaller srores. The 

Marketplace store will he more m,,Jern anJ 

attractive. Safeway gmccn· srllre will be able 

m maintain its presence in rhis cummunit\' 

while ar rhe same rime keeping desperate!\' 

needed revenue within rhe District of 

Columbia. Saieway approached rhe AEOC w 

cletermine whether there w,1s enough interest 

in the community for rhis rype of venture 

and AEOC in return sought out iinancial 
assistance by working wirh rhe District oi 

Columbia government. Wnrking with the 

District of Columbia, AEOC was able to 

obtain a $1 million gram from HUD under 

its Economic Develop,ment Initiative (EDI) 
program. AEOC received a $11.5 million 

loan guarantee from the Economic 

Develormenr L<1an Fund (Sccrilln 108). 

hmd in!.! has al:-u h '.en !,!enerared from orher 

soun:~s. 

Once rhe c<1111plex is huilt, AEOC will 

acquire ancl mana11er it. Its completion is 

expected in rhe fall "f 1996. The Anacoscia 

cummunin· t'eds rhac this new shopping cen­

ter will hdp spur economic development and 

revitalization L>f chis area. Ir will help keep 
revenue within the ..:icy as wdl as provide a 

revenue suun:e for the citizens through the 
hiring of local residents. The center will hdp 

alleviate some of the blight associated with 

chis area. GuLid Hope Marketplace is a key 

ingredient to the rebirth of the Anacustia 

wmmuniry. le is also a critical factor in the 
revitalization ot' rhe nation's capital -
America's Capitol City. 

WHAT GOES AROUND COMES AROUND 
Memphis, Tennessee 

Sedrick Turner, a 22-year-old entrepreneur. 
received $31,487 in start up funds through 

the City of Memphis Housing and 
Community Development Office's 
Revolving Loan Program for a Subway 

Shop franchise. Union Planters and Free 
the Children provided the balance of the 
5100,000 in ,·enture capital. The business 
has since created six new j,,bs, four of 

which went co low and muderate income 
individuals. 

The £5 million loan iund, operated in pare 

with CDBG funds, leverages iunds from 
Housing and Communitv Development 
and the Memphis lending community t(> 
increase the loan pool for small businesses . 
Completed applications are processed with­
in 4 to 6 weeks, and the short time frame 

ior approval benefits the small business 
owner. Loans range in si:e from $5,000 ru 

$250,000. 

Jobs created from small businesses rhac 
receive loans are intended to go to low-and 

moderate-income citizens. The initial loan 
fund was comprised of $4 million provid­
ed by private leaders and $1 million from 
City community dc:,·elopmenc funds. As ot 

May 31 . I 996, 48 loans ha\'e been made. 
mealing :34.9 million in principal. This 

activity has resulcc:d in the: creation of 3 5 3 
jobs. 293 nf which are held by low- and 
moderate-in.:ome \\'orkers . 

The loans made during the current t'i s.:a l 

yi:a r have a prindpal balance of 
S1.479,000. Bank rarcicipacion in rhi: 
loans amounted to SI, 170,000, with the 
remaining :5309.000 being provided from 
dty fund s. This is a lc:verage of nearly 

S 3. 79 in rri,·ate funding for each $1 .00 of 

public monc:y. The C DBG funds were usc:d 
to support dry stafr costs for administering 
rhe program. 



ENDNOTES 

I . Job estimates are JeriveJ fwm a number of sources. Figures for CDBG program eco­
nomic Jevelopment activities are baseJ on actual jobs rerortcd by grantees for FY 
1993 entitlement fonds and State CDBG fonJing allocations in FY 1993-94. anJ a 
sample of Economic Development loan FunJ (Section 108) awards from 1995. 

HOME, Youthbuild, and other CDBG estimates for non-economic development jobs 
(construction, service and administrative) for FY 1993-1996 are based upon 1992 
U.S. Department of Commerce output estimates oi how many jobs would be created 
by a million dollars of expenditures in different industries. The HOME program 
generated $1.80 in private and other investment for every Federal dollar. According 
to the Urban Institute, the housing investment multiplier for CDBG is $2.31 for 
every Federal dollar spent. For some jobs the same person may hold a job for more 
than one year. 

Estimates for the Economic Development Loan Fund (Section I 08) and the 
Economic Development Initiative (EDI) were based on estimated jobs contained in 
applications for the 1995 EDI grant awards. The average total cost per job was 
approximately $40,000, including leverageJ private contribution; the foderal cost per 
job was $8,900. 

2. The Nelson Rockefeller Institute of Government, BuilJing a Community Plan for 
Strategic Change, July 1996. 

3. CPD, rather than the State, administers the small cities program for both New York 
and Hawaii. 

4. These special funds were authorizeJ by Title Xlll of the Omnibus Budget 
Reconciliation Act of 1993, enacted August 10, 1993. 

5. As Supplementary Empowerment Zones, Los Angeles, CA, received $325 million in 
Economic Development Loan Fund (Section I 08) guarantees and Cleveland, OH, 
received $87 million. As EnhanceJ Enterprise Communities, Boston, MA, receiveJ 
$22 million in loan guarantees; Kansas City, KS, received $14.2 million; Oakland. 
CA received $27 million; and Houston . TX received :5 I 75 million. 

6. Youthbuild is authorized under section 164 of the Housing am.I Community 
Development act of 1992 . 
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December 9, 1996 

Richard H. Mason 
President 

WHITE HOUSE 

VASHINOTON 

Gibraltar Energy Company 
200 North Washington Street 
El Dorado, Arkansas 71730 

Dear Richard: 

Thanks for your kind letter of November 20 and for 
suggesting that Ken Smith be made Director of the 
Fish and Wildlife Service. As you well know, I'm 
a..ery grateful to him for his fine, dedicated service 
over the years, and I appreciate the recommendation. 

My best to Vertis. We · hope you have a wonderful 
holiday season. 

Sincerely, 

Vl"~/V 
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Richard H. Mason 

Richard H. Mason - President, 501 /862-5155 
e-mail : http://www.gibraltarenergy.com 

President 

Fax 501 /862-5251 
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Gibraltar Energy Company 
Natural Gas Exploration 

200 North Washington Street 
El Dorado. Arkansas 71730 

President Bill Clinton 
The White House 
1600 Pennsylvania Avenue, NW 
Washington, D.C. 20500-2000 

Dear Bill: 

November 20, 1996 

It was great to see you again in Little Rock at the 
election night events. I know you are glad the election is 
over and you can get back to work filling the cabinet and other 
top administrative jobs. In that regard, let me suggest an 
individual we both know and respect, Ken Smith. I know I don't 
need to tell you of Ken's abilities ·and loyal ties. I have 
watched Ken work and represent your interests for over ten 
years. During that time I have grown to respect and admire Ken 
for his dedication, work ethic, and love for the environment. 
I would like to recommend Ken for the job of Director of the 
Fish and Wildlife Service. He will be a wonderful asset to 
your administration in this job . 

. Vertis and I are looking forward to your Inauguration. If 
I don't have the opportunity to tell you in person, let me tell 
you now. Thanks for standing in the gap and preventing the 
Republican dominated Congress from rolling back environmental 
regulations 25 years. 

Keep up the good work. I'm proud of the job you have done 
and the way you represent our nation abroad. 

Hope to see you in Washington during the Inauguration 
events. 

Richard H. Mason - President, 501 /862-5155 
e-mail : http: //www.gibraltarenergy.com 

Richard H. Mason 
President 

Fax 501 /862-5251 
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