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THE PRESIDENT: Thank you very much. Well, the Governor always told me if |
would only come to Appalachia | would get a very warm welcome. (Applause.) | want
to thank the good people of Hazard and Perry County for giving me that warm welcome.
I want to thank all the people of Eastern Kentucky who have made me and my party feel
so welcome today -- Paul and Judy Patton. | thank Mayor Gorman and Judge Noble. |
thank those who have come with me today -- our Agriculture Secretary -- you heard
from Secretary Glickman -- our HUD Secretary, Secretary Cuomo; SBA Administrator
Alvarez. We have two Congressmen here -- Jim Clyburn from South Carolina and Paul
Kanjorski, who came all the way from Pennsylvania, because they have places like
Appalachia there, and they wanted to come down here to be with you. (Applause.)

I want to thank Duane Ackerman and the other CEOs who are here, including
Dick Huber of Aetna; the One Central Bank Kentucky CEO, Kip Stolen; Sarah Gould
from the MS Foundation; John Sykes from Sykes Enterprises -- I'll mention him in a
moment.

| want to thank the Reverend Jesse Jackson, who keeps hope alive. (Applause.)
And the others in our group, including Al From, the leader of the Democratic Leadership
Council; and David Wilhelm, who is from nearby in Ohio and was my first Democratic
National Committee Chairman. I'd like to thank the young people here in AmeriCorps --
(applause) -- and | would like to say a special word of thanks to Cawood Ledford. Boy,
he is -- (applause) -- | was thinking that if old Cawood had been a political announcer
instead of a basketball announcer and | could have kept him with me these last 25
years, I'd have never lost an election. (Applause.)

You know, Kentucky has been good to me and Hillary and to the Vice President.
It has been brought to my attention that, in addition to the economy, we've been pretty
good for Kentucky. Since I've been in office, UK basketball has had the most successful
six years since Adolph Rupp was the coach. (Applause.) And Tim Couch hasn't done
badly, either. (Applause.)

You know, yesterday we celebrated the last 4th of July of this century -- the last
4th of July of this century. Think of it -- 223 Independence Days. | want you all to drink
plenty of water and I'll make this quick, but you need to know why we came here. |



wanted to come to the heart of America and Appalachia to talk about whether we're all
going forward into the 21st century; whether we really can build a bridge over which we
can all walk together.

I'll bet you some of you here are actually the descendants of those people
Governor Patton talked about, the Revolutionary War heroes who helped to settle this
state. But, you know, whether our parents and their parents came here on the
Mayflower or slave ships, whether they landed on Ellis Island in the 1890s or came to
Los Angeles Airport in the 1990s, around the 4th of July we're supposed to celebrate
what we have in common as Americans, to reaffirm that what unites us is more
important than what divides us. Well, if we believe that, we have a shared stake in one
another's success.

| came here to say to you | believe at this time of prosperity, if we can't find a way
to give every single hardworking American family the chance to participate in the
future we're trying to build for our country, we'll never get around to do it. Now is the
time to move forward. (Applause.)

Our country is the world's leading force for peace and freedom and human rights.
We have the lowest crime rate in 25 years, the lowest welfare rolls in 30 years, 90
percent of our little children are immunized against serious childhood diseases for the
first time in history. We have the longest peacetime expansion we've ever had -- almost
19 million new jobs. Wages are rising for the first time in 20 years for ordinary people.
We have a million kids lifted out of poverty, the lowest minority unemployment rate ever
recorded.

And yet, even though this is a blessed time for America, not all Americans have
been blessed by it. And you know that as well as | do. (Applause.)

So | came here to show America who you are. (Applause.) And when | leave
here I'm going on to the Mississippi Delta, to my home country. Then I'm going up into
the Middle West, and then over to Phoenix, Arizona, and up to the Pine Ridge Indian
Reservation in South Dakota, and then ending this tour in East Los Angeles to make a
simple point -- that this is a time to bring more jobs and investment and hope to the
areas of our country that have not fully participated in this economic recovery. We have
an obligation to do it. (Applause.)

| started out the morning in the town of Tyner, a little village, with a wonderful
woman who took me to see her 69-year-old father that just lost his wife after 51 years of
marriage. And | saw four generations of that family. And | walked in the neighborhoods
and | listened to the people tell me they needed better housing and better
transportation.

And then | went on to Mid-South Electronics, a place that had 40 employees 10
years ago, and has 850 today and about to expand some more, to make the point that
any work that can be done by anybody in America can be done here in Appalachia --
and throughout the other places in this country where they're not fulfilling their promise.
(Applause.)
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| came here in the hope that with the help of the business leaders here, we could
say to every corporate leader in America: Take a look at investing in rural and inner-city
America. It's good for business, good for America's growth, and it's the right thing to do.
If we, with the most prosperous economy in our lifetimes, cannot make a commitment to
take every person along with us into the 21st century, we will have failed to meet a
moral obligation and we also will have failed to make the most of America's promise.

You know, these economists in Washington and New York used to tell me that if
the unemployment rate ever dropped below 6 percent in America we'd have inflation out
of control. Well, it's been under 5 percent for two years now and inflation is still low.
(Applause.) And I'm telling you, it can go lower. We can hire more people, we can have
more jobs -- (applause) -- but we've got to go to the places where there have not been
enough new jobs and there has not been enough new investments and we have to
provide incentives for people to go there. (Applause.)

| asked these business and political leaders to join me because we wanted to
send a signal to America that we know that government can't solve these problems
alone. But we know that we'll never get anywhere by leaving people alone, either --
you've tried it that way here in the hills and hollows of Kentucky and West Virginia and
Ohio and Virginia and Appalachia, for years; that didn't work out very well -- that what
works is when we go forward together.

[ came here to say that | believe the government's part is to create the conditions
of a strong economy, to give individuals the tools they need to succeed, including
education and training, and to give incentives to businesses to take a second look at the
places that they have overlooked. And then the job of the private sector is to give you a
chance to make the most of your God-given ability. That is what we are trying to
do. (Applause.)

With the help of Vice President Gore, we've had 135 empowerment zones and
enterprise communities -- | was in one earlier today. They've helped to create tens of
thousands of jobs. But we have to do better nationwide. We've worked with people like
the Kentucky Highlands Investment Corporation. But we have to do better nationwide.

So that's why I'm going around here. | want to do two things -- well, really three.
Number one, | want people to know a lot of good things are going on here now.
(Applause.) Number two, | want them to understand that more good things can go on,
and number three, | want us to do more. | want us to pass a law in Congress to create
new markets in America, to say we're going to give a businessperson the same
incentives to invest in new markets in America we give them today to invest in new
markets overseas. (Applause.)

Now, meanwhile, | want to thank the companies represented here -- companies
like Bell South, ready to help provide jobs and training for your people. The MS
Foundation. The Appalachian Regional Commission, with my friend, Jesse White,



here, will help Appalachian entrepreneurs create new small businesses. Sykes
Enterprises is making a major commitment -- listen to this -- to construct two information
technology centers in Eastern Kentucky that will bring hundreds of new jobs to Pike

and Perry Counties. Thank you, Mr. Sykes. (Applause.)

Across our nation, banks like Bank One, City Group, Bank of America, First
Union, will invest hundreds of millions of dollars to finance new small businesses and
other promising enterprises. | want to thank all these companies for their support.

But again, | say: Look here, America. We've got people working out here and
doing fine and doing marvelous things. Look here, business community. Take another
look. There are great opportunities here. But | also want to say to the Congress: Just
simply give me one more tool for them, give people the same incentives to invest in
Appalachia or the Native American reservations of the Mississippi Delta or the inner
cities we give them today to invest in poor countries overseas, and let the American
people show what they can do. (Applause.)

Ladies and gentlemen, it's been a hot day -- but when I'm gone, | hope you'll
remember more than that the President came and you were hot. | hope you will

remember that it was the beginning of a new sense of renewal for this region and for all
the people in our country to go forward together. (Applause.)

Thank you and God bless you. (Applause.)

END 4:21 P.M. EDT
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THE PRESIDENT: Thank you. Please be seated. Well, it's hot as a fire cracker
in here. (Laughter.) So | feel right at home. (Laughter.) | don't know whether Bob
Koerber and the people at Waterfield are insured against heat stroke by strangers
happening in along the way, but let me say that | am delighted to be here today. I've
had a good day already.

And I've got a large group with me, and | can't mention them all, but I'd like to
mention a few of them. First | want to thank Secretary Slater, who is, as all of you
know, also from Arkansas and worked with me on the Delta Commission. | want to
thank our Secretary of Agriculture, Dan Glickman; our Secretary of Labor, Alexis
Herman, who is here with me; our SBA Administrator Aida Alvarez. Reverend Jackson,
thank you for being here.

I'd like to thank David Brosczek from Fed Ex; Jack Hugsland from Greyhound.
We'll introduce our panelists later. I'd also like to say a special word of thanks to Lt.
Governor Ronnie Musgrove and his family. They're here -- (applause) -- and we thank
him for his interest in the development of the Delta. (Applause.)

Our Congressmen, Bennie Thompson, from this district -- (applause) -- thank you.
And | understand Congressman Ronnie Shows from Mississippi is also here -- Ronnie
is standing up there -- thank you. (Applause.) And we have two visitors who have
come from a long way away to be with us -- Congressman Jim Clyburn from South
Carolina, and Congressman Paul Kanjorski, all the way from Pennsylvania, down here.
Thank you very much. (Applause.)

And we thank Attorney General Mike Moore for being here, and all the other
people from Mississippi who are here. (Applause.)

Let me say again to Bob Koerber and all the folks here at Waterfield, we thank
you for giving us a chance to both tour this plant and to camp out in some of your
space.



And | would like to be very brief. I've learned to attenuate these remarks of mine.
Yesterday, it was 100 degrees in Hazard, Kentucky; we had 10,000 or 15,000 people
outside. And | said, | don't believe | better give this speech | was going to give.

Hello, Governor Mavis. It's nice to see you. Welcome. Thank you very much for
being here. (Applause.) And I think my friend, William Winter, is here. Governor
Winter, are you here somewhere? He met me at the airport. (Applause.) So, anyway, |
talked for about five minutes, and I'd like to do that.

I just want to tell you exactly why we're here. First of all, the people in the Delta
know better than anybody else that while this country has had an unbelievable run --
we've had the longest peacetime expansion in our history, nearly 19 million jobs since
the day | took the Oath of Office. (Applause.) We have the lowest recorded rates ever
of unemployment among African Americans and Hispanics. We have the highest rate
of home ownership ever. We have a million kids lifted out of poverty.

Now, having said all that, in the Delta, the poverty rate is much higher than the
country as a whole; in this county, it's over twice as high. The unemployment rate is
higher than the national average, and the investment rate is lower.

Now, a lot of you -- | remember when | was out on a barge in the Mississippi
River outside Rosedale with Ray Mavis back in the mid-'80s, and we signed this
agreement with the then-Governor of Louisiana about all the things we wanted to do
with the Delta. And then we worked on the Delta Commission for all those years. A lot
of good things have happened here, and | want to talk a littie about some of them. But |
want you to know, | am making this tour of America for one simple reason: | want
everybody in America to know that while our country has been blessed with this
economic recovery, not all Americans have been blessed by it, that it hasn't reached
everyplace. (Applause.)

| want our country to know that there are great opportunities out here for
investment for jobs in America. | want them to know what we have done already to
make it easier for people to make the most of those opportunities, and what we're still
trying to do.

Now, let me say, ever since | became President, | have done what | could to
increase investment in undeveloped areas through the empowerment zones, which give
tax credits and put tax money into distressed areas; through the enterprise
communities; through getting banks to more vigorously approach the Community
Reinvestment Act; and setting up community development financial institutions, or
supporting those that are already in business, like the Enterprise Corporation of the
Delta. It's a private, tax-exempt business group. It is a real success story. Just
since 1994, it's given financial or technical assistance to more than 600 companies,
including Delta Laundry and Computers here in Clarksdale.

Now, we set these operations up all over the country. Overall, the ECD here has
helped to generate more than 5,000 jobs and $200 million in annual sales. Bill Bynum,
the CEO and President of ECD is here. We thank him for being here today. (Applause.)
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Today corporations represented here with me are going to invest $14 million
more in the ECD, so they'll have more money to loan out to people here to create more
jobs. Today, around the country, there will be about $150 million more announced to
be invested in organizations like this.

In addition to that, I'm trying to get Congress to pass a bill which will give tax
incentives, tax credits and loan guarantees to people to invest in the Delta and other
poor areas of America, just like they get today to invest in poor areas around the world.
| think that it's a good thing that we encourage people to invest in Africa, Latin America
and the Caribbean, but they ought to have the same incentives to invest in the
Mississippi Delta and Appalachia and the Native American reservations and the inner
cities. (Applause.) Thatis what we're trying to do here. We're trying to close what
Reverend Jackson calls the "resource gap."

Now, let me say, we've got a lot of other challenges in the Delta. We have a
terrible crisis in American agriculture today. Last year we came up with billions of
dollars to try to keep our farmers going. This year we're going to have to do it
all over again. And we've got a lot of other problems. But, fundamentally, what | want
America to know is that every place in the country, and today this place, is full of good
people, capable of doing good work, who can be trained to do any kind of work. And we
are going to do everything we can in the government to give the financial incentives
necessary for people to invest here.

And | want to make the same point | made yesterday: Everybody in America has
a selfish interest now in developing the Delta. Why? Because most economists believe
that if we're going to keep our economic recovery going without inflation, the only
way we can possibly do it is to find more customers for our products and then add more
workers at home. If you come here, you get both in the same place. You get more
workers and more consumers. So it's good for the rest of America as well. (Applause.)

So, again, | say | am delighted to be here. | had a wonderful time in Memphis last
night, but | ate too much. I'm sorry it's so hot, but | hope nobody passes out. And |
want to give Secretary Slater now a chance to talk to our panelists, and then | want all
of you to think about when we leave here, what we can do to show people the
opportunity that's here now, and what you could do to help me pass on a bipartisan
basis the necessary tax incentives and loan guarantees to say to any investor,
anywhere in America, if you come to the Mississippi Delta, you can get at least a good a
deal as you could investing anywhere else in the world, and we're right here at home
and we need you.

Thank you very much. (Applause.)

* k k k %

THE PRESIDENT: | just want to emphasize for everybody who is here listening,
because a lot of you may be able to come to Bill with a good idea -- there are -- it's not
just that there is not enough money available in this area for good investments.
Someone has to decide what's a good investment. And what he has done is to
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basically go out and get money from other people who, on their own, would never have
the time or effort or maybe even the inclination to make these investments, but they
trust them to do it - including our Community Development Fund, which, as you

heard, has given him $4.5 million.

Hillary and |, when we were in Arkansas, helped to set up the Southern
Development Bank in Arkansas, as you know, so we believe in this. In addition to that, |
want to emphasize one other thing. In the empowerment zone program that the Vice
President has run for us over the last six years, people who invest there can get
substantial tax benefits for investing, and then they get tax benefits for hiring people.
But they don't get them if they're outside of these zones.

One of the reasons that I'm trying so hard to pass this legislation is not everyplace
in America can be in an empowerment zone, even if we keep increasing them every
year. So what | want to do is to make every area in America that needs an investor
equally eligible to get the investors' attention by being able to get these kinds of tax
benefits, so we can get more money into these development corporations and then
have equal tax incentives for investors to go into high unemployment areas -- those two
things, if we have enough people like you who are as good as it as you have been, |
think will make a huge difference. | think it will really, in the next five or six years, would
make a breathtaking difference, because people are out here looking at these markets
now. And | want to thank you.

* Kk k *

THE PRESIDENT: Let me say this very briefly. | was there when you started,
and | was delighted when | heard you were going to be on the program. | wish we'd had
time today -- we don't -- to tell everybody the fascinating story of how you got started,
how you found the equipment to do the brown rice in the first place. And someday you
ought to write it up, because no one who understands what was going on in America at
the time would believe it. And it's a real tribute to your initiative. And I'm glad you're still
doing well, and glad you're still growing. Thank you for being here today. Thank you.
(Applause.)

* k Kk * %k

THE PRESIDENT: Let me say, I'm delighted that you've done so well over these
years since you began in Arkansas. | remember when you planted roots in Pine Bluff. |
just think it's worth pointing out that the South Shore Bank of Chicago, which financed
you, was really the first great community development bank in the United States. And
they were inspired, among others, by a man named Mohamad Yunus from Bangladesh,
who has now made millions of loans to poor, poor village people in Bangladesh through
the bank you set up.

Hillary and | had some contact with him; that's what led to the establishment of
the bank in Arkadelphia and to my belief that we in the national government ought to do
more to support people like Bill. | think -- again, you've just heard now three stories,
and two of them involve people who have had to get credit. A lot -- | always say one of
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Clinton’'s laws of politics is, when somebody tells you that a problem is not a money
problem, they're almost always talking about someone else's problem, not their own.
To a great extent, this is a money problem. You have all these talented people and all
these good ideas; there is a pretty even distribution of human resources and ability in
this whole world, but there is not an even distribution of access to capital. And that's
what it is we're trying to fix. So | thank you. (Applause.)

* k ok ok X

THE PRESIDENT: You have an announcement, right? Okay. You're being
way too modest. Now, you know, this lady is the assistant plant manager here.
According to my notes, she also is the mother of five children. (Applause.) When this
place was in bankruptcy, they took it out and they've turned it around. They're doing
good business, they're expanding their work force. And | think what we need, frankly,
are more people that have this particular expertise, particularly in the Delta, because
there's more than one place like this.

Our host was telling us there's another place across the river in Arkansas that
he's been looking at now. If we had a core of people who had this skill to go with what
our local venture capitalist and banker here is doing for us, we could really do some
good.

But | think we ought to recognize that what these people have done here and the
jobs that they've given folks the opportunity to hold is quite important and could be a
good model for others in the Delta. So | thank you for what you've done. (Applause.)

* k k Kk *

THE PRESIDENT: Well, | know we've got to wrap up. If you don't remember
anything else when you leave, remember what Cathy said -- not just the $500 million,
although that's real money even in 1999; that's very impressive. This is a good
business opportunity here. If we cannot fully develop the Delta now when we have the
strongest economy in our lifetime, when will we ever get around to it?

And remember -- put yourself in my position. 1 sit in Washington all the time,
trying to think about how can we keep this economic recovery going, adding more jobs,
raising incomes, without having inflation? If we get inflation, then the Federal
Reserve will have to raise interest rates so much the economic recovery will slow down.

The only way to do it -- | will say again to all of America -- the only way to do it is
more customers which then makes possible more employees, when you can do that
with higher productivity and no inflation. The best place in America to do that is a place
which has not yet felt the recovery. This is a big deal.

And | want to thank all of our business leaders for coming, and all of our great
entrepreneurs here in the Delta. | want to thank you -- | know we could stay here until
tomorrow if we could all keep breathing.



I do want to point out that except for the occasional reverend of the cloth and the
odd politician, the head of the electric utility is the only guy still wearing his coat
because he wants you to use more juice. (Laughter.) And | think that is very
impressive. | want to thank our friend from Greyhound because we may always need
some people to be able to get to and from jobs that aren't in the small towns of rural
America, but who want to live in rural America. That's been one of the big challenges
Secretary Slater has tried to face with welfare reform, even; trying to make sure people
who live in the inner cities can at least get to the suburbs, or who live in small towns and
get to a big city so they can take a job without having to undermine their ability to be
good parents.

And | want to thank my friend, Bob Cabe from Blue Cross. You need to know that
in our former lives, we were both lawyers. And he's a very special economic
development expert for me, because in 1981, | was the youngest ex-governor in the
history of America with very limited future prospects, and he and his firm offered me a
job. So | am living proof that economic development works, thanks to Bob Cabe -- and |
thank you very much. (Applause.) And | want to thank, again, all these people
for their wonderful work.

The story needs to go out across America: This is a good investment. This is a
good deal. We will help you. We will help you. We have institutions to help you. We
have tax relief to help you. And more and more, our financial institutions are coming up
with the money. But America needs to wake up and recognize that the best new market
for American products and for new American investment is right here in the U.S. of A.

Thank you very much and God bless you. (Applause.)

END 11:10 AM. CDT
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THE PRESIDENT: Thank you. (Applause.) Ladies and gentlemen, | used to
think that | was reasonably astute at public affairs, but | don't have any better sense
than to get up here and try to speak behind Mayor Powell, Cathy Bessant and Jesse
Jackson. | don't know how smart | am today.

Let me say to all of you, it is wonderful to be here. Madam Mayor, thank you for
making us feel so welcome and for your sterling leadership. I'm delighted to be here
with Jackie, your hero, and my friend who is all of our heroes. Thank you. (Applause.)
Thank you, Dave Bernauer fore this wonderful Walgreen's store. I'm going to go in and
shop in a minute, add to the local community.

Thank you, Mel Farr, for bringing jobs and opportunities and cars, even in two
months' installments, to every community in this country. Thank you. (Applause.)
Thank you, Reverend Jackson, for believing that we could keep hope alive in every city
and rural area in this country and it could be good business to do so. (Applause.)

| want to thank some others who are with us here today -- Joe Stroud of Jovan
Broadcasting; my good friend, Al From, the Democratic Leadership Council; David
Wilhelm, the former Chairman of the Democratic Party from lilinois, who is here with me
today.

| want to thank Senator Durbin and Congressman Costello, two of the ablest,
finest people in the United States Congress. (Applause.)

I want to tell you that they are joined here today by other members of Congress,
including Congressman Jim Clyburn, who came all the way from South Carolina;
Congressman Paul Kanjorski, from the state of Pennsylvania; and Congressman Dale
Kildee from Michigan, all of whom care about this community and communities
like it all across America. | thank them. (Applause.)

And | want to thank your neighboring Mayor, Clarence Harman, for coming over
from St. Louts, and your former Mayor, Gordon Bush, for being here with me.
(Applause.) And | want to thank Secretary Cuomo, Secretary Glickman, Secretary
Slater and all the other people from the administration.



We have had a great time these last two days, going across America. We are
going to finish this day, first by shopping at Walgreen's -- (applause) -- and then we're
going to get in an airplane and fly to South Dakota, where we will begin tomorrow at the
Pine Ridge Indian Reservation in South Dakota.

So from Appalachia to the Mississippi Delta to East St. Louis to Pine Ridge.
(Applause.) It has been a wonderful trip. But let me ask you something: If you look
around this crowd today, | have to make -- this is a happy day, a happy day. But |
want to say one serious thing off of this subject today, because of a remark that was
made earlier by Cathy that | believe in community development; emphasis community.

You have been very good to me, to the First Lady, to Vice President Gore and
Mrs. Gore. You have supported our initiatives and especially the Vice President's
leadership of all of our community development. But what's the first thing that
makes it work? Look around this crowd today. We have people from all kinds of
backgrounds, all different colors, all different religions. (Applause.) Everybody -- all
different ages, working for something good.

So this is the first chance, my first stop in Illinois since the tragic string of
shootings in lllinois and Indiana these last couple of days, that have come to end with
the apparent suicide of the alleged gunman. Now, | don't want to say a lot, but | think
it's important to note that while we have to wait for all of the details to come in, the early
reports indicated that this shooting spree, against Jews, Orthodox Jews, against the
young Asian students, taking the life of a former basketball coach at Northwestern, an
African American, all were motivated by some blind racial hatred against anybody who
didn't happen to be white.

Isn't it ironic that this occurred during the time we celebrated the birth of our
nation on the 4th of July? That action was a rebuke to the very ideals that got us
started. Also a stern reminder to us that even as we celebrate this, even as we
stand up against racial and ethnic and religious hatred in Kosovo, in Northern Ireland
and the Middle East and Africa, we've still got work to do here at home. (Applause.)

So | say to you: | want to get back to the celebrating, but | issue an appeal here
from East St. Louis to every community and every citizen in this country: We must
search the hearts of our citizens and search the strength of our communities, that
Congress should pass the hate crimes legislation, but we should rid our hearts of hatred
immediately. (Applause.)

Now, | want to tell you what got us going on this. In 1992, when | ran for
President, | came to East St. Louis, and | said | wanted to create a country in the 21st
century where there was opportunity for every citizen, responsibility from every citizen
and a community of all American citizens. | said that we ought to have a new role for
government, that government couldn't solve all the problems, but walking away from
them did not work very well, either; and that we had to focus on creating the conditions
and giving people the tools to make the most of their own lives and to get together
across lines that had divided them for too long.



Goodness knows, in the inner cities and the rural areas of our country, lines have
divided those who worked hard that had no money and those who had plenty of money,
but didn't believe it could be very well spent in the inner city or in rural areas.

Now, if you look at what has happened since, we see in this community both
poverty and great promise, retail returning, new jobs, new residents, new hope,
Walgreen putting up 400 stores across America, many of them in inner-city areas. But
still, there are many unmet needs and unmet opportunities.

You heard what Cathy said about opportunities. Let me tell you, the economists
talk about something in our inner cities called the "purchasing power gap." Let me tell
you what that means. That means most people in East St. Louis, even though the
unemployment rate is higher than the national average, most people get up and go to
work every day. (Applause.) And if you take the money that you earn here as against
the money you are able to spend here because of the jobs that are here and the stores
that are here, in America as a whole, there is 25 percent more money earned than
spent in the inner cities. In Los Angeles, it's 35 percent; in East St. Louis it is 40
percent. So you can handle this Walgreen's and a lot more besides, and we want to
see them coming here. (Applause.)

And we thank Bank of America for the library, and we thank those involved in the
hotel, the bank, the homes being built near here. We also want you to know that we
want to do our part. Secretary Cuomo's Housing and Urban Development block grants,
along with Bank of America, and many department stores are helping Jackie build the
Jackie Joyner-Kersee Center near here. (Applause.)

So this is what Vice President Gore and | have tried to do with our empowerment
zones and our community banks and our vigorous enforcement of the Community
Reinvestment Act. It says you're supposed to loan money everywhere in America. That
law has been on the books for 22 years, but over 95 percent of the money loaned under
it, billions of dollars has been loaned since the Clinton-Gore administration has been in
office. And | am proud of that. (Applause.)

We made East St. Louis an enterprise community in our first round of
empowerment zones and enterprise communities way back in 1994, and because you
have done so well, East St. Louis is designated as an empowerment zone for our
second round, which means more money being spent here by the government, more
tax incentives for the private sector to put businesses here, and to hire the people from
East St. Louis and give them good jobs. (Applause.)

Senator Durbin, Congressman Costello and every member of the Congress here
1s committed to creating that second round of empowerment zones and funding them
this year. We need help from Republicans and Democrats alike. This is not a party
issue. All Americans benefit when all Americans work. (Applause.)

Now, let me tell you why else we came here today. We want to make two points
which all the previous speakers have made. | just want to be very explicit. Starting with
what the Mayor said about, location, location, location, accessibility -- boy, that was a



good rap, wasn't it? |liked that. That was good. (Laughter.) The first point we want to
make is, when the Wallgreen President comes, or when an executive from Bank of
America comes, or when Mel Farr comes, and comes to places like this, or the
Mississippi Delta, or Appalachia, the other places we're going, is, hey, there are
business opportunities out here. If you've got people who want to go to work and
people with money to spend, and they're both in the same place, it's a good place to
invest. (Applause.)

The second thing we're doing is promoting what you have heard referred to as the
New Markets Initiative. Now, let me just tell you what that is. That's a bill we're going to
put before the Congress that says that if people invest in any high unemployment, high
poverty area, anywhere in America, inside or outside one of our empowerment
communities, they can get a tax credit for the money they put up, and they can go to the
bank and borrow money and have it guaranteed -- a guaranteed loan by the federal
government, which will lower the interest rates, which will mean it will be much cheaper
for people to invest in communities like East St. Louis than it otherwise would be.
(Applause.)

Now, the government is not going to do it. Nobody is going to put any money
here if they think they're going to lose it. If you put up $100 and you invest it and | give
you a 25-percent tax credit, if it's a bad investment, you still lose $75. But it makes it
more likely that people will do it. It makes it more likely that they will take a look. It
makes it more likely that you will build the kind of relationships which will make people
know you, and trust you, and want to build a common future with you. And that is what
we're trying to do. ltis not a handout, but it is darn sure a hand up, and you are entitied
to it. (Applause.)

And let me say to all of you, it is something that is good for the rest of America.
We've had almost 19 million new jobs; the longest peacetime expansion in history; the
lowest African American and Hispanic unemployment rates ever recorded in this
country to date -- but the unemployment rates are still higher than they are for the rest
of the country. Incomes are rising, but they're still lower than they are for the rest of the
country. There is room to grow and to learn.

Look, we're all going to have to work hard at this. Nobody's got all the answers.
There is no magic wand. But we know one thing: people make these investments one
at a time, just like Mel Farr sells his cars: one at a time. You can only build one
Walgreens on this spot. And somebody had to come up with the money. Somebody
had to make the decision. Somebody's got to hire all the people that work here.
Somebody's got to train them. Somebody's got to make all these decisions.

But what we can do is to create an environment in which more people will want to
hold hands with you and walk into the 21st century, so that nobody is left behind, and
we all go forward together. (Applause.)

You know, in 1960, Look Magazine said East St. Louis was an all-American city.
It was because of stockyards and shipping yards. It was because of private enterprise.



The government can help, but private enterprise will make East St. Louis that all-
American city again, if we go forward together. (Applause.)

And | just want to make one last point to everybody else in America who's looking
at this. | spent a lot of time as your President, now, trying to figure out, how can | keep
this economic good time going? When we started, nobody believed we could have an
economic expansion that would go on this long. When we started, no conventional
economist believed you could have unemployment rates under four and a half percent
nationwide without having inflation and high interest rates, which would wreck
everything. When we started, no one thought so.

But, you know, all of these young, technological geniuses are figuring out all this
new computer technology, and it's rifling through what we all do, and it's making us
more productive. And we're doing a good job.

But now | say to myself every day when | get up, now what can | do to keep this
going? The only way to keep it going -- more growth with no inflation; more jobs and
higher wages without bringing it to a halt -- is to have new people working, and new
people buying. New people producing.

Where are those people? Those are the people you move from welfare to work.
Those are the people who are disabled -- and we're going to let them keep their health
insurance when they go into the workplace, so they can move into the workplace.
(Applause.) And most important of all, those are the people in the inner cities and the
rural areas, on the Native American reservations that have been passed by this
recovery.

America has been blessed by this economic recovery. Now we are determined to
see that all Americans are blessed by it as we move into the 21st century.

Thank you, and God bless you. (Applause.)

END 5:45 P.M. CDT
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Pine Ridge, South Dakota
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THE PRESIDENT: Thank you very much. Thank you. Thank you, Mr. President,
and thank you to all of you here from Pine Ridge and all the other tribal leaders who are
here for HUD's Shared Vision Conference. | am profoundly honored to be in Pine Ridge
and in the Lakota Nation. In fact, to try to demonstrate my appreciation and respect, |
would like to try -- to try to say something in Lakota. (Applause.) Mitakuye Oyasin.
(Applause.)

My neighbors, my friends, we are all related. (Applause.) Consider those who have
come here today to join hands with you, along with Secretary Cuomo, Secretary
Glickman, your great congressional delegation, our Democratic leader, Tom Daschle in
the United States Senate and Senator Johnson, Congressman Thune. You don't know
this, but we have members of Congress from all over America who have come here to
express their support and their commitment to join you in building a better tomorrow.

Congressman Ed Pastor from Arizona; Congressman Dale Kildee, from the state of
Michigan; Congressman Jim Clyburn, from South Carolina; and Congressman Paul
Kanjorski, from Pennsylvania, he has come all the way from Pennsylvania to be here.
(Applause.)

| want to thank the other people from the administration, especially Assistant
Secretary of the Interior, Kevin Gover and Lynn Cutler, in the White House, who work
with all of our Native American leaders around America, for what they do. (Applause.) |
want to thank the CEO of Fannie Mae, Frank Raines; the CEO of Northwest, Mark
Omen; the PMI President, Roger Horton; Mortgage Bankers Association President Don
Lang; Champion Homes CEO Walter Young -- for all the work that they are prepared to
do in building a better future and they're here today. (Applause.)

I want to thank my good friend, Jesse Jackson, for never letting us forget our
common obligations. (Applause.) | thank the other members of our delegation today --
Bart Harvey, from Enterprise; Al From, from the Democratic Leadership Council. I'd
fike to thank the young AmeriCorps volunteers who are here today for all the work they
do. (Applause.)



I would like to finally say a word of appreciation to all the people who live here on this
reservation, who welcomed me into their homes, who talked to me today as | walked
down their streets. | thank especially Geraldine Bluebird, who Secretary Cuomo
mentioned -- she let me sit on her porch and she told me how she tries to make ends
meet for the 28 people that share her small home and the house trailer adjoining.

I thank the children who stopped their playing and shook hands with me and listened
to me while | encouraged them to stay in school and to go onto college and to live out
their dreams. (Applause.) | want to bring you greetings from two people who are not
here -- first, from Vice President Gore, who has headed our empowerment zone effort
that Pine Ridge became a part of today. (Applause.) And, second, just a little over an
hour ago, | talked to the First Lady, and Hillary has spent more time in Indian Country
than any First Lady in history. She is intensely committed to this effort, and she asked
me to say hello to you. (Applause.)

President Saulway said today | was the only President ever to come to an Indian
reservation for a nation to nation business meeting. | remember back in 1994, | invited
all the tribal leaders in America to the White House, and it was the first such gathering
since the presidency of James Monroe in the 1820s. Now, | know that Calvin Coolidge
came to Pine Ridge in the 1920s, and that President Roosevelt visited another Native
American reservation, but no American President has been anywhere in Indian Country
since Franklin Roosevelt was President. That is wrong, and we're trying to fix it today.
(Applause.)

I was profoundly moved by the pipe ceremony, just as | was when your
congressional delegation took me last night not only to Mount Rushmore, but to the
Crazy Horse Memorial, and to the museum that is there with it.

But | ask you today, even as we remember the past, to think more about the future.
We know well what the failings of the present and the past are. We know well the
imperfect relationship that the United States and its government has enjoyed with the
tribal nations. But | have seen today not only poverty, but promise.

And | have seen enormous courage. | came here today for three reasons. First of
all, to celebrate the empowerment zone and the housing projects that are going on here
now. Second, to talk about my New Markets Initiative and what else we can do. But,
third, with the business leaders who are here -- and I've already introduced them, but I'd
like to ask the business leaders | just mentioned to stand up. We want to send a
message to America that this is a good place to invest. Good people live here. Good
people live in Indian country, they deserve a chance to go to work. (Applause.) Thank
you. Thank you. (Applause.)

You've already heard President Saulway and Secretary Cuomo recite the statistics.
It's a hot day out here and | know you're suffering in the sun. But | want to send a
message to America. So | just want to say a few things, and | want you to think about
this. Think about the irony of this. We are in the longest period of economic growth in
peacetime in our history. (Applause.)
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We have in America almost 19 million new jobs. WE have the lowest unemployment
rate ever recorded for African Americans and Hispanics. For over two years our country
has had an unemployment rate below 5 percent. But here on this reservation, the
unemployment rate is nearly 75 percent. That is wrong, and we have to do something
to change it, and do it now. (Applause.)

When we are on the verge of a new century and a new millennium where people are
celebrating the miracles of technology, and the world growing closer and closer
together, and our ability to learn from and with each other and make business
partnerships with each other all across our globe, and there are still reservations with
few phones and no banks, when still three or four families are forced to share two
simple rooms, where communities where Native Americans live have deadly disease
and infant mortality rates at many times the national rate, when these things still persist,
we cannot rest until we do better. And trying is not enough; we have to have results.
We can do better. (Applause.)

Our nation will never have a better chance. When will we ever have this kind of
opportunity where unemployment is low, inflation is low, there's a lot of money in our
country, the value of our stock market has tripled and then some. Business people are
looking for new places to invest, and people who have done well feel a moral obligation
to try to help those who are less fortunate, who have not fully participated.

And we see it from Appalachia to the Mississippi Delta to the inner cities of our
country, to the Native American communities. If we can't do this now, we will never get
around to doing it. So let us give ourselves a gift for the 21st century -- an America
where no one is left behind and everyone has a chance. (Applause.)

We will do our part. You have suffered from neglect, and you know that doesn't
work. You have also suffered from the tyranny of patronizing inadequately funded
government programs, and you know that doesn't work. We have tried to have a more
respectful, more proper relationship with the tribal governments of this country to
promote more genuine independence, but also to give more genuine support. And the
empowerment zone program, as the Vice President and | designed it six years ago, is
designed to treat all communities that way. We're not coming from Washington to tell
you exactly what to do and how to do it, we're coming from Washington to ask you what
you want to do, and tell you we will give you the tools and the support to get done what
you want to do for your children and their future. (Applause.)

President Saulway and a number of tribal leaders came to me at the White House a
couple of months ago. You may have heard in the national press that | repeatedly
referred to this profoundly emotional meeting. | have given a great deal of thought to
what was said then and what | heard now. We can do better. | would like to mention
just a few specific things, for you have all heard years of pretty words.

There is no more crucial building block for a strong community and a promising
future than a solid home. Today, | want to talk about a number of things the
government and the private sector are going to do to increase homeownership. Our
whole team visited those new homes that are being built not far from here. We talked to
the families that are moving into those homes. | had a little boy take me through every
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room in the home, tell me exactly where every closet was, tell me what his sister's room
had that he didn't have, and why it was all right, because she was older and she needed
such things.

This is important. So what are we going to do? Private lenders, like Bank of
America, Northwest, Bank One, Washington Mutual, are going to work with the
Mortgage Bankers Association and HUD, to more than double the number of
government-insured or guaranteed home mortgages in Indian country in each of the
next three years. (Applause.)

Right here in Pine Ridge, Fannie Mae, under Frank Raines' leadership, has set aside
millions of dollars to help you buy those homes at below-market rates. And they are
spending hundreds of millions of dollars all across this country to help people just like
you become homeowners for the first time. (Applause.) And Secretary Cuomo's
Partnership for Housing is giving financial incentives and counseling to help families
figure out how to actually get this done, how to buy their own homes and pay for them.

But, as | heard over and over today, even if we went in and tried to repair or rebuild
or build new homes for every family here, and in every Indian community throughout the
United States, we must have jobs if we want these communities to work. (Applause.)
Adults need to have something to look forward to every morning when they get up. And
if they want their kids to stay in school, and stay out of trouble, and look to tomorrow,
their lives have to be evidence that looking to tomorrow pays off. It is appalling that we
have the highest growth rate in peacetime in our history; that we have an
unemployment rate below 5 percent for two years, and the unemployment rate on this
hallowed reservation is almost 75 percent. That is appalling, and we can do better.
(Applause.)

No community in America, can grow, however, without basic blocks. No community
in America should be without safe running water and sewer systems. So the
Department of Agriculture will put nearly $16 million in water projects throughout Indian
country, including two right here in Pine Ridge, that will also help you get jobs, as well
as improve the quality of life. (Applause.)

As you can see, in this Big Sky country, it is rather warm and it gets windy from time
to time, as the Natives will attest. The Department of Energy will help you harness the
power and profits of wind and solar energy, to save money and make money.
(Applause.) Owens Corning and North American Steel Framing Alliance will provide
skills training and the promise of quality jobs. And Citibank and Gateway Computer
Company will work with Oglala Lakota College and other schools to help Native
American students get the computer skills that will allow them to get 21st century jobs.
(Applause.)

And our Federal Communications Commission will work with you to improve
telephone service throughout Indian Country, an absolute prerequisite for getting any
new business in here.



Let me just say that one of the things that we have learned is that the computer and
the Internet make it possible for many people to do many kinds of work in any
community, anywhere in the United States; indeed, increasingly, anywhere in the world.
The fact that this reservation is a long way from an urban center would have been an
absolute prohibitive barrier to a lot of economic development just 10 or 15 years ago.

The explosion of computer technology and the Internet, if you know how to use it and
you know how to deliver for others with it, has literally made the distance barrier almost
insignificant for many kinds of economic activity. So | want to implore you to use your
tribal college and work with these companies and make the most of the skills they are
offering, and we can get the jobs to come here once you can do them. (Applause.)

Finally, we must seize the vast potential of tourism right here in Pine Ridge by
building a Lakota Sioux heritage cultural center. Every year, millions of families travel
long, long distances to see Mt. Rushmore -- 2.7 million last year. The Crazy Horse
Memorial, about a million and a half, even though only the head has been finished. The
Crazy Horse Memorial last year had 1.5 million visitors; only the head has been
finished. | went there late last night. And the Badlands National Park. Now, if you look
at that, you have to ask yourself: How can you have -- how many people, if you did
everything right down here, if we built this cultural center, of all the people that go to see
Crazy Horse, of all the people that go to see Mt. Rushmore, of all the people that go to
Badlands National Park, how many would come here. ['ll tell you -- a whole lot. An
enormous percentage, if you give them something to come and see. That is nothing
more than the simple, profound, powerful story of your eloquent past and your present,
of your skills and your heritage and your culture and your faith.

These commitments that we are making today are just the beginning. Thirty-one
years ago this spring, Senator Robert Kennedy came to Pine Ridge. Many of you
probably still remember that visit. Senator Kennedy, seeking medical care for his child,
lying sick in the back of an abandoned car, refusing to sit and begin an important
meeting until all of the tribal leaders had their proper seats.

You may remember his message of hope. Let me say that all across America,
people were watching that. | have to say, on a purely personal note, one of the most
touching things about this day for me is that the wife of our HUD Secretary is Robert
Kennedy's daughter, and she is here today and this is a proud day. I'd like to ask her to
stand. Kerry, please stand. Thank you. (Applause.)

We lost all those years. There were a lot of reasons, and a lot of things are better
than they were 30 years ago. But this is the first time since the early 1960s when we
had this kind of strong American economy, and we have no excuse for walking away
from our responsibilities to the new markets of America.

I have asked the members of Congress to go back and pass legislation that will give
major tax breaks and government-guaranteed loans to people who will put their money
in Indian Country, to lower the risk of taking this chance. (Applause.) We are going to
do everything we can to make your empowerment zone work. But remember -- there is
nothing that we can do except to help you to realize your own dreams.
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So | say to every tribal leader here: The name of the conference you are attending is
Shared Visions. We must share the vision, and it must be, fundamentally, yours -- for
your children and their future. If you will give us that vision and work with us, we will
achieve it.

Thank you, and God bless you. (Applause.)

END 12:22 P.M. MDT
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THE PRESIDENT: Thank you very much. First, | want to thank Ed Pastor for
making me feel so welcome and for being my friend and doing a wonderful job for you
back in Washington, D.C. He has the respect of every member of Congress and when
he talks, we all listen.

I want to say to all of you that | am honored to be back in Phoenix. Arizona has
been very good to Hillary and to me and to the Vice President and Mrs. Gore, not only
in voting for us in the last election, but in proving that the philosophy of government and
the policies we've followed can bring us together and make us a stronger country. So |
want to begin by saying a simple "thank you."

I'd like to thank the people who have come here with me today. Congressman
Pastor mentioned Congressman Kanjorski from Pennsylvania, Congressman Clyburn
from South Carolina, our Small Business Administrator Aida Alvarez, and my Deputy
Chief of Staff, Maria Echaveste; they are all here and others. | thank them. (Applause.)

I'd like to thank the Reverend Jesse Jackson for coming on this tour with me, along
with the business leaders. (Applause.) | know there are some public officials here. |
think Janet Napolitano, your Attorney General, is here; she met me at the airport. Jim
Hill, the State Treasurer of Oregon, is here. Thank you both. (Applause.)

I'd like to thank the business leaders here with me, Leo Guzman, Mary Ann
Spraggins, Gene Humphries of Enron, Stephen Burd of Safeway, John Corella of
Corella Electric, Myrna Sonora of KTVW 33; some of you probably watch that.
(Laughter.) Mike Welburn of Bank One, Andy Gordon of Arizona Multibank, Frank
Ballasteros of MICRO; Leonard Mareno of Mareno Welding; Yolanda Kaiser of Builder's
Book Depot. And, obviously, I'd like to thank our host, Josie Ippolito, and all the other
wonderful women in this remarkable family that own this. (Applause.)

Ed already said why we're here, and I'm here mostly to listen to the people here. But
I want to make a very important point. | want you to know why we are here. We are
here because we have the longest peacetime expansion in history, almost 18 million
new jobs since | took office, the lowest unemployment rates among Hispanic Americans



and African Americans ever recorded. Our country has been really blessed by these
good economic times. It has contributed to giving us the lowest crime rate in 25 years,
the lowest welfare rolls in 30 years, declining rates of teen pregnancy and drug abuse.
We have 90 percent of our little children immunized against serious childhood diseases
for the first time in the history of our country.

But we know as blessed as America has been, not every American has been
blessed by this recovery. All you've got to do is drive down the streets here in South
Phoenix to see that. So what we are doing is going around the country to say we can
do better, that morally, now that we're doing so well, we have an obligation to give every
American who is willing to work for it a chance to walk across that bridge into the 21st
century with us, so we go forward together, leaving no one behind.

And not only that, it's good economics. A long way from South Phoenix, | have to
worry every day about how | can keep creating jobs so you have more people to buy
these wonderful products you are producing. | mean, 840,000 a day -- that's a lot of
people, you know. Of course, not everybody eats as many at one sitting as | do.
(Laughter.) So, | mean, it's a lot of people. So | think about that.

How can | do that? Well, we can sell more of our products overseas, which we're
trying to do. We can take more people off welfare, disabled people, and help them get
in the work force, which we're trying to do. But the easiest way to keep America's
economy going strong is to get more investment, create more jobs and create more
consumers in the neighborhoods, in the cities and in the rural areas and on the Indian
reservations which have not yet felt this recovery. That's what this whole thing is about
how we can do this together.

And I'm here to make three points. Number one -- and | want to give some specifics
In a minute -- we've been working at this for six and a half years with our empowerment
zones and our enterprise communities and our community development banks -- you
have one here -- with the vigorous support of the Community Reinvestment Act.

Number two, therefore, American business needs to know that there are good
opportunities right now in inner cities and in rural America. This is not about charity; this
is about how to make money by helping people who are willing to work for themselves
get the chance to do it, to start those businesses or become good employees. That's
what this is about. (Applause.) '

Finally, it's about supporting our New Markets Initiative, which seeks to make it
easier for people to get equity capital to start or expand their businesses in any poor
neighborhood or underdeveloped area anywhere in the United States of America. So
that's why we're here. And that's the message you're sending out here in South
Phoenix, to every community in America, where there are good people who need
investment and jobs.

Now, let me say that there are a lot of good things that are happening and | want to
thank some of the people who are here. | want to thank Safeway for the new store at
16th Street and Southern Avenue, and the new shopping center that it will anchor.
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That will create a lot of jobs. And, interestingly enough, we're trying to highlight this
everywhere, because in almost every city in America, even with high unemployment,
there are obviously a lot more people working than not working and there is more
purchasing power in our cities than there are stores to take it up. So we thank Safeway.

| also want to thank Univison, because they are about to build a new multimillion-
dollar broadcast facility for its local station, KTBW 33, and they're going to build it right
here in South Phoenix, and that will help your economy to grow. Thank you.
(Applause.) Thank you.

I want to thank the community development institutions like Arizona Multibank, the
microenterprise organizations like MICRO. That's a fancy way of saying they loan small
amounts of money to people to start small businesses who couldn't get the money
anywhere else, and guess what? They usually make good loans and they make money
doing it, by giving people a chance who couldn't get a chance anywhere else.

| want to thank Arizona Multibank* for launching Magnet Capital, which is a new
venture capital fund, backed by the Small Business Administration that will give lower-
income entrepreneurs the equity they need to grow and expand. So thank you very
much, Mr. Gordon. (Applause.)

Now, there's lots of other things that all you have to say. Just remember, we came
here for three reasons. One is, to show the business community of this country that we
have the kind of partnership between government and the private sector that makes
it more attractive to invest in places with higher unemployment and with too few
businesses. Two, to make the point that there is a huge amount of opportunity out here
right now. And the more American business knows about it, and the more they invest in
it, the better they'll do.

And, three, we have a proposal before the Congress to go nationwide to give big tax
breaks to people to help provide equity capital. And | want you to know what I'm doing.
I'm basically asking the Congress to give investors like those on this stage with me
today the same incentives to invest in South Phoenix that we give them right now to
invest in the developing countries of Latin America and Africa and the Caribbean. |
want to do that, but you should have the same incentives here. (Applause.)

So thank you all for coming and, Congressman, the floor is yours. You want to
introduce the folks who are going to talk? | think maybe you're going next -- our
hostess.

THE PRESIDENT: Thank you very much. Let's give him a hand; | thought that was
good. (Applause.)

If | could -- if | could just make one point. One of the things that | learned traveling
around the country in 1990 and 1991, before | decided to run for President, was that the
crime rate was going down in areas where more police were on the street, and in the
communities, and working with their neighbors -- not just because they were catching
people quicker, but because it was actually preventing crime from occurring in the
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first place.

In the last six and a half years, we have funded 100,000 more police officers for our
streets -- in small towns and rural areas as well as big cities. And in the budget | now
have before the Congress, we're trying to get another 50,000 targeted at the highest
crime areas in the country.

So that will help -- that's something that we didn't come here to talk about today, but
if | can persuade the Congress to do that, that will obviously help you and others like
you to locate more stores and to have more sub-stations. And it will also bring the
police in closer contact with the community, and increase confidence and good feeling.
So | thank you very much for that.

* k %k k *

THE PRESIDENT: | want to thank you for the work that you have done. You know,
we were just together over at Chicano's Porlacasa. And the work you did to help them
set up their micro lending program. The Vice President, who has supervised all of
our community economic development efforts for the last six years announced this new
SBA initiative with Aida not very long ago.

But | just want to emphasize to you, we were in the Mississippi Delta yesterday -- it
was also 100 degrees there -- and we were in a little factory that makes picture frames,
that had been gone into bankruptcy. And we met a young man that thought he could
turn it around and he had opened the place back up -- a place with terribly high
unemployment.

But one of the people | met there was a woman who had worked for a small
business that was doing okay, but the person running it in this little town, for family
reasons, couldn't go on. And she was the only person qualified to take over this
business, otherwise it was just going to disappear. But she made very low wages for a
person who owns a business, and she had no money in the bank.

And because she was able to get some equity capital from someone as farsighted as
you, her little business in a year went from five employees to 11 employees -- instead of
five people losing their jobs -- and a woman that never made more than a few dollars an
hour in her life is now a successful small business owner. That is that sort of thing we
ought to be doing more of. And if we did more of it in places like South Phoenix, the
unemployment here would not be higher than the national average and the incomes
would not be lower. So | thank you very much for what you're doing. (Applause.)

* * * * K

I'd just like to make two points if | might, by way of completely agreeing with what you
just said. First of all, for people who think we don't need these SBA programs anymore
because the economy's doing so well, | would remind you that the SBA is a permanent
example of the kind of approach that | believe we should be taking in the government.
The SBA basically gives people the tools to make the most of their own lives. They
make the market more likely to work in places where it otherwise wouldn't work. And for
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people who don't think it matters -- you know how much all these telecommunications
companies are worth now and what's happened to the stock market in the last six years
-- it's more than tripled. Thirty percent of our growth coming out of high tech.

Intel and America Online -- huge companies worth billions upon billions of dollars --
started with SBA loans. And so, | think, you know, that's enough to rest our case. The
second thing | would say is, there are -- not all the business people that have been on
this trip are right here in Phoenix, and not all the business people who wanted to go on
this trip can go. But there is a phenomenal amount of interest in this, and | must -- |
want to give credit to Reverend Jesse Jackson. His Wall Street project has been
working on this for years.

| mean, there is a much higher level of awareness among American business
leaders that there is money to be made and a better society to be made at the same
time in these neighborhoods. So | don't think you have to worry. | think when we can
finish this tomorrow afternoon in East LA, you will see a much higher level of
commitment and interest in corporate America than we had before. Thank you, Mr.
Corella. You're great. (Applause.)

* k k k %

THE PRESIDENT: First of all, | want to thank Gene, because, really, Texas is a
classic example -- it's almost exactly like Arizona and Phoenix. The unemployment rate
in Phoenix as a whole is less than 3 percent. The unemployment rate in this section of
Phoenix is twice the national average, maybe a little more. You have the same thing in
Houston.

| just want to illustrate, use Enron, which is a fabulous and very large energy
company, to illustrate a point that he made, that | think we should emphasize because it
goes back to something John made. One of the reasons we're taking this trip here is
that one of the -- is that even in business, even with a market economy, where people
are always supposed to act in their own self-interest, people cannot do what they don't
know. And people cannot have a relationship with people with whom they are not
acquainted.

And one of the things that Enron* did, saying that he worked through a local
community investment group, is to have -- to literally build networks of relationships
between big businesses and people that they would otherwise never, ever, ever come
in contact with.

And so, | say again, | think -- you heard what Steve said about Safeway figuring out
there was a market here. Once you begin to establish these networks of relationships,
and once they become a part of the fabric of American life, then we can build an
economic, a normal economic infrastructure in these distressed areas -- so that the next
time a recession comes along, we won't be hurt so badly here, and then when the
pickup comes, everybody will benefit instead of just a few.

So | can't thank you enough. But | do want to emphasize what -- Gene Humphries
was a little too modest here. We do have a substantial number of business leaders
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heading companies more or less in the size range of Enron*, who are helping. But we
are nowhere near where we need to be. We need hundreds, we need thousands of
people with the kind of commitment that he's manifested, because without these
relationships, the decisions cannot be made to put the money there.

Thank you. (Applause.)

* k Kk Kk K

THE PRESIDENT: I'd like to ask a question -- thank you. (Applause.)

I'd like to ask Frank or Andrew a question: what is the average size of a
microenterprise loan that you give?

MR. GORDON: For the last 10 years, Mr. President, it has been under $2,500. And
those $2,500 make a difference. Our default rate, after lending over $7 million in
Arizona, sir, the default rate is less than 4 percent.

THE PRESIDENT: Let me say that this is -- give him a hand. (Applause.) Thisis a
fairly typical experience worldwide.

I got interested in this 15 years ago, when | met a man who was trained in the United
States and went home to Bangladesh and founded -- one of the poorest countries in the
world -- founded a community bank making microenterprise loans to poor village
women, average about -- then -- probably $20. Today, they average about $50. But
that's a lot of money, in American terms, given the size of their economy.

And they had a 96 percent repayment rate. Now he's made millions of these loans,
in a country with 100 million people. So I'm -- one of the things I'm quite proud of is that
now, under our administration, we now fund 2 million microenterprise loans every year
in poor, poor villages -- in Africa, in Asia, in Latin America.

But again | say, if it's good enough for us to do for them -- which we need to do, so
those countries can keep their democracies alive, and be good citizens, and not cause
wars, and have a decent life -- it's certainly good for America. And my only regret is that
we don't give ten times as many of them every year. And if we have institutions like
Arizona Multibank™ and Micro* everywhere -- we have the networks out there, again, to
make the contacts -- | think there's really very little limit to what we can do in getting
more money for micro loans, because they plainly work.

Is the average person, the average size of the business, a single employee, self-
employed? Oris it two?

MR. GORDON: lt's a sole proprietor, sir.

THE PRESIDENT: Sole proprietor.
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MR. GORDON: Sole proprietor. Although they do get help from their family. It's just
-- it's a family business. It's not only that self-employed -- but that's what makes it, it
guarantees its success, because of the support.

THE PRESIDENT: That's why they repay the money back, isn't it?
MR. GORDON: Yes.

THE PRESIDENT: Thank you.

* k k k Kk

THE PRESIDENT: I'd like to say something about both these presentations. First of
all, the way the New Markets Initiative works in terms of who gets the tax credits and
who qualifies, the way this works is, people that invest in a business enterprise can get
up to a 25 percent tax credit for the money they put up, then they qualify for every dollar
they put up for $2 in bank loans that are government-guaranteed, and the government
guarantee dramatically lowers the interest rates on the bank loan, so that between the
tax credit and the lower interest rates, you reduce the relative risk of investing in these
areas to make it more attractive.

And existing businesses qualify every bit as much as new businesses do; it is the
area -- where do the people live, what is their per capita income, what is the
unemployment rate, how much do we need the new investment here. So we could
never get into -- it would be a bureaucratic nightmare to try to make distinctions
between existing and new businesses. Everybody's eligible. It's people we're trying to
help and places we're trying to reach.

The only other thing | would like to say is to thank you for what Univision is doing
here and for what Univision doubtless will do to publicize this meeting to the Hispanic
world in America. As you know, I'm very close to Henry Cisneros and | think that the
American people should know that next to the Vice President, the two people most
responsible for everything we've done in this community development area over the last
six years are the present HUD Secretary, Andrew Cuomo, and his predecessor,

Henry Cisneros. So this is, indeed, something to celebrate. (Applause.)

So the only thing | want to say is when you start building that building down here,
hire some of these folks and make sure it's a good deal. Thank you very much. Thank
you all. (Applause.)

END 6:37 P.M. PDT



THE WHITE HOUSE

Office of the Press Secretary
(Anaheim, California)

For Immediate Release July 8, 1999

REMARKS BY THE PRESIDENT
IN DISCUSSION ON YOUTH OPPORTUNITIES

Southwest College
Los Angeles, California

12:00 P.M. PDT

THE PRESIDENT: Thank you. Please sit down. We're running behind now.
I've got to get to be more businesslike. Since Alexis has been so fulsome in her kind
comments, that was an example of Clinton's second law of politics -- always be
introduced by someone you've appointed to a high position. (Laughter.)

Let me say to, first, our host here in Representative Maxine Water's district,
we're delighted to be here. | want to thank all of you who made it possible for us to
come to this beautiful facility. Let me say | am doing something today | never thought |
would ever do, for those who have been on the tour with me, | came to Los Angeles to
cool off. (Laughter.) It was 100 degrees in Washington when we left; it was 100
degrees in Appalachia; it was 100 degrees in the Mississippi Delta; it was 100 degrees
in East St. Louis; it was only about 94 on the Indian reservation yesterday; and it was
over 100 in South Phoenix. So | came to Los Angeles to cool off, and | thank you very
much for that.

| want to thank Secretary Daley and Secretary Slater who are here. And,
Reverend Jackson, thank you for making this tour with us, and all the business leaders
who have been with us. | want to thank Congresswoman Millender-McDonald. We
were just over at the transportation academy in her district, and | enjoyed that very
much. Congresswoman Loretta Sanchez, thank you for being here. Congressman
Javier Becerra; and Congressman Paul Kanjorski, who came all the way from
Pennsylvania, has been on every step of this tour, and | thank him.

Governor, thank you for making us feel welcome. And, Devon Burke (phonetic),
thank you. And I'd like to thank all the business leaders and all the leaders from
entertainment and athletics and other things that are here today.

| will be very brief because | want to hear from the young people here. | have
believed from the beginning of my tenure as President that in order for the American
economy to really work, and in order for the American society to work, every American
should believe that he or she had a chance to be a part of it. And we've worked on this
for some time. And you hear Alexis talking about the economic statistics: we now have
the longest peacetime expansion in history, the longest minority unemployment rates



ever recorded. But everyone knows that there are still substantial numbers of people in
our distressed urban and rural areas and on our Indian reservations that basically
have not been part of this recovery.

In Watts, for example, the unemployment rate has dropped almost 50 percent,
but it still is three times above the national average, just for example. And so it seemed
to me several months ago -- and | talked about this in my State of the Union address
way back in January -- that there was a way to tap the enormous feeling that a lot of our
business leaders have that they've done very, very well in a stock market that's more
than tripled in six years and a strong economy, and that they ought to give something
back with the idea that it would actually be good economics to give something back.

Those of you who follow the business news know that every time the Federal
Reserve meets there's all this tense speculation, will they raise interest rates or not?
Well, what does that mean to these young people here with their yellow tee-shirts on? It
1s that most economists believe that there is a limit to how low the unemployment can
go, and a limit to how high the economic growth can go, before you have so much
inflation that you have to stop it, which kills the economic recovery.

Now, how can you keep it going? How can we keep this recovery going -- never
mind all these kids we're here to hear about, just for those of you who have done well in
the stock market? How could you keep it going? The easiest way to keep it going is to
go to places where there aren't enough jobs and there aren't enough consumers, and
create more of both -- create more business owners, create more workers, create more
consumers. That's all growth completely without inflation.

It allows America's economic expansion to continue, so there's a real sense in
which every time we hire a young person off the street in Watts and give him or her a
better future, we are helping people who live in the ritziest suburb in America to
continue to enjoy a rising stock market. And it proves beyond any doubt that we are all
in this together, that we're all better off when the least of us do well.

And also, we have a chance here that we've never had before at least in my
lifetime, certainly not since the American economy began to unravel in the late '60s. We
have got a chance to actually build an economic infrastructure in the inner-cities
and in rural America that will restore something like a normal economy to places.

There will always be -- some times are pretty good, some times won't be so
good. But what we want for every American is to live in a community where at least he
or she has the same shot everybody else does.

Now, the first three and a half days, what we spent focusing on is how to get
money into isolated places. That's basically what we've been focusing on. And we
talked a lot about the things we've been doing since 1993. We've had wonderful
business leaders from all over America -- by the way, on both parties. This is not a
partisan issue anyplace but Washington, D.C., and | hope it won't be there -- saying,
hey, this is a good business, this is a good deal, we want to be a part of it. And



we talked about this new markets legislation | have proposed which would give tax
credits and government guaranteed loans to people who would invest to give equity to
people to start businesses in the inner-city and in rural America.

And basically what I've asked the Congress to do is to give businesspeople the
same incentive to invest in America they get to invest today in poor communities in Latin
America or Asia or Africa or the Caribbean. | don't want to take those opportunities
away; | just want American communities to have the same shot at the future.
(Applause.)

So, now, what we're here today to say is that even if we do all that, in the world
we're living in, there is a high premium in an information society placed on knowledge,
skills, what you know today and what you can continue to learn. One of the young
people | saw today is about to join the United States Army, once in a gang, was working
a computer program in which he was able to match someone in Russia who wanted to
buy tires with someone in Colombia who wanted to sell them, and he could get a
commission off of it in between. Well, | just give you that as one example. | saw a lot of
other -- | saw two young people who were designing automobiles that would be less
wind-resistant and, therefore, would operate at higher rates of efficiency.

Another young man who was mixing sound, so that if | -- he told me if | sang a
song flat into his microphone he could tune it up so I'd sound just fine. (Laughter.)

All these things make this point, and that's why we're here, to finish, in a way, with
the most important thing of all --we can put in place the financial networks, we can
create a lot of jobs, but our young people -- and 60 percent of the young people, men
and women -- young men and women in the most distressed areas of America are
neither in school or at work still. And so we can do all of these things and provide these
investments, but if our young people don't have the opportunity to learn and to continue
to learn and to continue to get training for a lifetime, we won't be able to do it.

The first place | went in Appalachia, 57 percent of the people who live there never
finished high school. It's very remote. But there's a man there that expanded a firm that
does business with all the high-tech companies in the country from 40 to 850
employees by having all of his present employees do a continuous job training on every
new person they try to take out of the hills and hollows of Appalachia.

So there is no place, even in rural America, that can escape the reality that we
must train and educate our young people if we really want this to work. So that's what
we're here about.

| thank Secretary Herman for this youth opportunities initiative, and all of you who
are participating. So, Alexis, why don't you take over and let's hear from our folks.
(Applause.)

* k k * %

THE PRESIDENT: Let me just say, Mel Farr, who is a former all-pro football
player from Detroit, is becoming the largest automobile dealer in America, and it's just
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worked out. One of the announcements we made earlier on our tour is that he has a lot
of big financial institutions who've agreed to buy his car loans in bulk, which will enable
him to expand all across America and put minority-owned dealerships in every
community in this country.

And for people who have modest incomes, you know, he has adapted this sort of
car leasing proposal -- you remember, this started a few years ago when people
stopped buying cars and started leasing them and leased them three years. Mel will
lease people cars, give you leases for as short a period as two months. But if you don't
pay, you can't make off with the car, he's got a device that will turn the car off.
(Laughter.) So he soon will be responsible for the widest distribution of car ownership in
America with the largest number of cars that won't run. (Laughter and applause.)

This is actually a brilliant thing, because he's giving people a chance to have cars
they never could afford otherwise. He's recognizing that people who don't have a lot of
cash income have to live from month to month. And he's doing it in a way that is giving
people a chance to run dealerships who never could have run them before; and they will
all train people and hire the kind of people that Toyota Center is training.

So, thank you, Mel, for a brilliant thing you're doing. (Applause.)

* * k k K

THE PRESIDENT: Thank you. Let me just briefly say in closing, first of all, |
want to thank all those who have participated and those who are here who have not
said anything, but by the power of their example are doing a great thing for our country.
We have advocates here; we have investors; and we have those are examples --
particularly these young people who have spoken.

To me, this is the best of all endeavors because it is the morally right thing to do
and it is in the self-interest of every American who participates in it. | believe -- | listen
to these young people, and | read the notes on their lives before | came here -- you
know, things happen to people in life, and the good things and the bad things, especially
to our children, are not evenly distributed. And yet, among all the poor people in
America, there are people who could help us find a cure for AIDS, a vaccine; there are
people who could help us to -- | talked to one of the young men earlier who developed
composite parts for cars that would be as strong as steel and weigh a thousand pounds
less and get 80 miles a gallon, or 90. There are people who could solve every problem
out there. The talent and the human spirit are evenly distributed across racial and
income lines.

But things happen to people and things happen to communities. In our inner-
cities and a lot of our rural areas, the economic bases that once made them organized,
thriving and successful, evaporated -- and we did a lousy job as a country of replacing
that. We were slow off the up-take. And in other places, like our Indian reservations,
arguably, there never was an economic basis that would be self-sustaining.



So what we do here is to say that this is not something the government can do
alone, but the government should do it's part. And this is not something the private
sector can be expected to do unless we provide the training and the support for
the young people and provide the framework within which we lower the risk of these
investments as much as is prudent.

But we have to remember the human element in all this. We were in East St.
Louis yesterday, visited a Walmart Store in one of the most distressed inner city areas --
I mean, Walgreen's store, this beautiful Walgreen's store -- 30 employees. The
manager of the Walgreen's store was a 24-year-old African American girl that grew up
in that community and got out of college and was just good at what she did. And that
company believed in her enough to give her a chance at the age of 24 to run a store
with 30 employees. An example. You're an example. You're an example. You're an
example. All of you are examples.

The rest of us -- who basically had a lot of luck and good fortune in live -- you
know, we all like to believe we were born in log cabins we built ourselves, but most of us
were helped along life's way and we had a lot of luck to get where we are. And most of
us, with all the bad things that happened to us, end life ahead of where we would be if
all we got was what we just deserved. And we should remember that.

And we should think about these children and remember that it is in the interest of
America -- the talent and the gifts and the richness of their souls and their spirits are
evenly distributed. But things happen to them or things happen to the place where they
happen to be born, or where they happen to live now -- and we can make it better. If we
can't do it now, with this economy as strong as it is, we'll never get around to doing
it.

So when we leave here we should remember that, and we should do it. Thank
you very much.

END 12:53 P.M PDT
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THE PRESIDENT: You know, Hazel, you might consider just skipping that hotel
business and going right into politics. (Laughter.) | want to thank all of you for your
welcome. And | thank Hazel and her fellow winners behind us for reminding us of why
we're here. Mayor Daley, thank you of making me feel welcome -- and, Secretary
Daley, Secretary Slater. Representative Sanchez, we're delighted to be in your district
and to be here with other members of Congress who are here.

I'd like to say a special word of appreciation to my wonderful friend, our former
Secretary of State, Warren Christopher, who is here with us today and supporting this
endeavor. (Applause.)

Since this is the last event for me in this week-long odyssey across America to
our -- what we called America's new markets, I'd like to say a special word of thanks to
the folks on the White House staff who made it possible, including my National
Economic Advisor, Gene Sperling, without whom this never would have occurred.
(Applause.)

And | want to say a special word of thanks to Reverend Jesse Jackson, who
worked with Sandy Weil on the Wall Street Project, went to Appalachia before it was
fashionable, who always believed that poor people were smart, wanted to work, and
had a right -- a moral right -- to be part of America's future. Thank you, Jesse Jackson.
(Applause.)

And, thank you, Sandy Weil, for the Wall Street Project, which attempts to marry
the investment capacity of Wall Street with the human capacity of all those places we've
been visiting. Thank you for the National Academy Foundation. Thank you for being a
good friend to me and to all these young people and so many others. And thank you for
inviting me to this annual conference.

This is really quite an appropriate place for me and those who have traveled with
me this last week on our new markets trip to end our journey, reaffirming your
commitment and ours to prepare all our children for the new century. Over the past four



days, as | have traveled across America, we have sought to shine the spotlight on
places still unlit by the sunshine of our present prosperity. A number of you have been
along for what has truly been a remarkable ride.

We've seen the power of people in public and private life to work together in the
Appalachians and in the Mississippi Delta. We've seen the spark that retail investment
can bring in the first shopping center built in decades in East St. Louis, lllinois. We've
seen the impact in the most basic infrastructure and housing opportunities, even in the
remote regions of Indian country in South Dakota, still the most left-behind part of
America.

In South Phoenix yesterday in temperatures exceeding 100 degrees, we saw the
enormous benefits of community reinvestment initiatives. And here, earlier today, we
saw what education and job training can bring to young people in Watts -- people who
are normally identified with distressed neighborhoods, showing me how do design
automobiles on a computer, or to conduct sophisticated business transactions between
two different countries with young Americans 17 years old, picking up a commission for
being the middleman.

| took this trip for three reasons. First, | wanted every American businessperson,
every American investor, to see that there are enormous opportunities out there today in
the areas that have been left behind by our economic recovery. Second, because |
wanted to highlight the tools that have already been put in place, to encourage more
people to invest in those communities -- the empowerment zones and the enterprise
communities which Vice President Gore has so ably led for six years now; the
community development financial institutions that we have supported; the Community
Reinvestment Act, which has led to billions of dollars of reinvestment in our developing
neighborhoods; the education and training initiatives designed to give all of our people a
chance not only to have good, basic skills, but to keep on learning for a lifetime.

And, third, | wanted to highlight our New Markets Initiative, a piece of legislation
simply designed to give American investors who are willing to take a chance on new
and expanded businesses in distressed urban and rural communities access to the
same kind of tax credits and loan guarantees, to lower the relative risk of their
investment in America that they can get to invest in poor communities from Africa to
Asia to Latin America to the Caribbean. I'm for those investments, but | think America's
communities should have access to the same capital with the same incentives.
(Applause.)

The idea behind this, obviously, is that the government cannot do this alone, but
business cannot be expected to go it alone. When government provides the conditions
and tools, acts as a catalyst to bring the power of the private sector to benefit all of our
citizens, and provides the investment and the education and training of our young
people, this is not only good economics, it is the right thing to do. We can build one
America where nobody is left behind when we cross that bridge into a new century.
And if we do, we'll all be better off.
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The CEOs and national leaders | have traveled with, we've heard it every stop:
look, we just need a chance; our kids need education, our adults need training, and we
need somebody who believes in us enough to give us a chance.

I'll never forget the woman we met in the Mississippi Delta, who was working for a
very small business in a depressed community that had five employees. She made a
very modest wage, and the owner of the business just decided to close up. He said
to her she was the only person capable of running the business. But nobody would give
her a loan because she'd never had any money in her life, she had only worked for
modest hourly wages.

Because there was a community investor willing to take a chance on her, she got
investment capital, she bought the business -- two years later, she went from five to 11
employees and she has just about paid her loan off. There are thousands of stories like
that waiting to be written in America in every community that is still depressed.

So we want to encourage that. And that's why so much of this trip is focused on
how to get financing. A remarkable businesswoman from New York, Mary Ann
Spraggins®, went on this trip. She's trying to set up a vision fund with $250 million in
private sector capital to give venture capital to these kinds of places. If we get our way,
the people who invest in that fund will be eligible for a 25-percent tax credit for putting
that money into high unemployment areas, and they'll be eligible to borrow $2 for every
$1 they put up in that fund and have it guaranteed by the government so we lower the
interest rate. That's the government's contribution; but somebody still has to make the
investment to put these people to work. (Applause.)

So most of the capital we've been talking about these last several days has been
money. We see in the Pine Ridge Reservation in South Dakota a remarkable
grandmother, providing school clothes for her grandchildren, having to literally buy the
tennis shoes her grandchildren wear to school on the installment plan all summer long
while the shoes are kept in layaway, so the kids will have them. When there were 11
people living in a house with about 800 square feet, another 17 in an adjoining house
trailer with about 900 square feet. We need money; those people need housing.

We also saw American Indians that have been waiting for nine years moving into
their first homes. A little five-year-old boy, six-year-old boy took me by the hand and led
me all through his new home and showed me his sister's room and explained why it
was okay that she had a bigger room than he did. (Laughter.) She was a teenager,
and teenagers needed things like that. (Laughter.) The pride that they felt, these
people, this mother who had worked all her life and finally getting a decent home for
her children to live in.

So a lot of this is a money problem. | used to joke with a lot of my friends -- | still
say this -- that | had about nine or 10 rules of politics that | kept in my mind all during my
career running for office, and rule number two was, when anybody stands up and tells
you it's not a money problem, they're talking about somebody else's problem, not theirs.
(Laughter.)



So money is a big issue here. But there's another kind of capital that in some
ways is even more fundamental -- human capital, people. When Hazel stood up here
and you clapped for her, you were clapping for the astonishing development of human
capital; of what she has done with her life and the chance that her mother took in going
to Hawaii, the risks and the heartache and the difficulties her family went through -- it
made you feel good.

And what | want to say to you today is that there are people just like these young
people we're honoring back here on every Indian reservation, in every hill and hollow of
Appalachia, up and down the Mississippi Delta, in every inner city. And they deserve --
they deserve -- the chance to be whatever they're willing to work hard to be. And unless
we're prepared to do that, even our best efforts to bring new investment to these
distressed communities will be less than fully successful.

Now, we have a better opportunity and a better reason to do that now than ever
before. As I tell people, | spend a lot of time in Washington -- Sandy's always saying
that I've done a good job as a Democrat with the economy so more people can live like
Republicans. (Laughter and applause.) And I've done my best to do that.

But you should know that one of the things that we seriously debate back in
Washington, D.C., a long way from Anaheim, is, how can we keep this going. We
already have the longest economic expansion in peacetime in our history. We have
the lowest African American and Hispanic unemployment rates ever recorded. We
have almost 19 million new jobs, and we have very low inflation, and we've had
unemployment rate below five percent for two years. So a big question is, how much
longer can this go on, and how can we keep it going without having inflation build up,
then having interest rates go up and having the recovery stop.

This is not an academic issue if you're about to get your first job, of if you're sitting
there trying to make up your mind whether to take out a huge bank loan to expand your
business. You want to know if we can keep this going.

My answer is, we can keep it going if we can find non-inflationary ways to
promote growth. Now, what are those? Well, we can sell more American goods and
services around the world -- why | hope the Congress will agree to help us expand our
trade with other countries. We can also bring populations that are outside the work
force into the work force. With the welfare rolls are now the lowest they've been in 30
years and there are a lot of people still on welfare that are able-bodied, but they
have limited skills, we could bring more people from welfare into the work force.

You can bring hundreds of thousands of disabled people who are capable of
doing more and more kinds of jobs, thanks to technology now, into the work force. And
the Congress, | believe, will soon send me a bill that will enable those that have high
health care costs that are now being paid by the government to keep that health care
coverage so private employers can afford to hire them.

But by far, the biggest opportunity -- by far -- in keeping this economy going
without inflation is to get more investments, more jobs, more new business owners,
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more new workers and, therefore, more new consumers, into the rural and urban areas
that have not yet been blessed by this recovery.

That's why every single American actually has a vested interest in our success
here. And more and more businesses are looking for young people like those we
celebrate, because there's a shortage of skilled workers, even though there are people
who are still looking for jobs. In some job categories, a shortage of hundreds of
thousands. Therefore, if Americans are willing to look a few exits off the beaten path,
we can continue to grow this economy and we can continue to have more of the kind of
stories we just heard.

Let me also say to you, if we can't do this now, with the strongest economy we
have ever had, when it is manifestly in the self-interest of every enlightened decision-
maker in the country, when will ever get around to doing it? (Applause.)

Let me tell you some of the things that we saw on the human capital front. We
walked down the dusty streets on an Indian reservation. We saw the boarded-up
storefronts in a town in the Mississippi Delta, famous for its role in the civil rights
struggle. We saw desperate living conditions in a little hollow in Appalachia where
everybody had a job and they stiil couldn't afford a decent house to live in.

But every place we went, nobody wanted charity, nobody wanted a handout.
What they wanted was a hand up. That's why this will work. What people want is a
good private sector job, the simple dignity of a paycheck, the ability to house and
educate their children and provide health care for them. And what you know here, what
these young people behind me demonstrate, is that intelligence and ability and drive
and dreams are equally distributed in this country among the poor and the non-poor.
(Applause.)

I've often said, things happen to people that derail their lives, and then they have
to work hard to get them back on track. Things happen to places like that, too. | know
the Mississippi Delta, which includes a big part of my own home state, the economy that
once sustained that area has been gone a long time. Nobody was ever able to figure
out how to put a new economy in its place. But there's a new economy out there that
could fit in that place.

There are new economies that could fit in the most remote villages of the
Appalachian Mountains. There are new economies that could go into the Native
American reservations. How many data processing jobs do American companies ship
overseas on airplanes every night to go to poor countries and other places? They could
be done on Indian reservations, for example. We have got to think about that.

We all can identify with a human story. If Hazel stands up here and tells us the
story of her family, it grips us and we pull for her. But what you need to know is, all
these places have stories like that. We got the land and the mineral rights away from
the Indians, and we said, oh, we'll make a deal, we'll have a nation-to-nation
relationship with you, and we will provide for the education and health care and housing



of your people; but we'll do a poor job of it and we'll spend just as little as we can get
away with. And then, we'll say you must not really want to do any better.

We have to write new stories for these places. And it takes a commitment to
money capital and the human capital. And what Sandy and all of you who have been
involved in this magnificent project show, this is Exhibit A that we can do it.

Now, let me say on a very positive note, I'm quite optimistic that | am quite sure
that one answer to this in the United States and all across the world is better dispersal
of technology. When | went to Africa, | went to these little villages where people had
maps -- these children were in these little village schools that had maps that still showed
the Soviet Union and other nations that haven't existed in a long time. But if those kids
just had one computer for the school and a printer, they would never have to worry
about that. We could change the map of the world every day, and all those little kids
would have an updated map. Right?

Technology will enable some of these areas to skip a whole generation of
development if it is broadly dispersed. Secretary Daley referred to the Department of
Commerce report today on technology. Let me tell you what it says. It confirms
what you already know. More and more Americans than ever are connected to the
Internet. It is the fastest-growing method of human communication in all of history by
far.

But it also shows, this report, that there is a growing digital divide between those
who have access to the digital economy and the Internet and those who don't, and that
the divide exists along the lines of education, income, region and race. It might have
pointed out, of course, that all of us parents are not as good as our kids. That divide's
not so serious, but the real one is.

And yet, we know -- | will say again -- that the very information technology driving
this new economy gives us the tools to ensure that no one gets left behind, that gives us
the tools to provide a story for these communities, to literally provide a self-sustaining
economic infrastructure for the 21st century. Millions of Americans now on the
economic margins can join the mainstream in the enterprise of building our nation.

A child in South Central L.A., in the most remote part of Indian country, can have
access to the same world of knowledge in an instant as a child in the wealthiest
suburban school in this country. Now, just imagine if not simply a fraction, but
all of our young people entered the work force, had access to the Internet always, and
had mastered the skills of the new information economy.

So if we want to unlock the potential of our workers, we have to close that gap.
We've done what we could. We have provide the Hope scholarship and other tax
credits so that we've literally opened the doors of college to all Americans. We have
emphasized higher standards, smaller classes, and more teachers. We're connecting
every American classroom to the Internet, and | think we'll make our goal that the Vice
President and | established here in California in 1994 of having all the classrooms
connected by the year 2000.
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The $8 million in corporate commitments made today by this group are so very
important, as are the information technology academies to which Sandy referred earlier.
Sandy has said often that today's students are tomorrow's employees, today's students
are tomorrow's economy. They're not just somebody else's employees, they are
tomorrow's economy.

So, bringing these skills to distressed families in distressed communities can
have more to do with our ability to restructure the economy in these areas than perhaps
anything else. | also want to thank AT&T, and | think, Ann Hesse*, the CEO of AT&T
Wireless, is here for committing more than $1.4 million to increase access to the tools of
the high-tech economy.

| want to thank America Online, George Franberg* of AOL is here, for providing
more than $1 million in grants to help narrow the digital divide. | want to thank Oxygen
Media on the cable network it will launch next year. They will offer high-tech training on
TV so more embarrassed adults can learn what their kids already know. (Laughter.)

This is the kind of thing we have to do. If we have money capital and human
capital, we can bring hope to the places that have been left behind.

The last thing | want to say to you is this: This tour, this last four days that we
have all spent together has been a significant step toward opening America's new
markets. But it can't be the end of the journey. It has to be, instead, the opening salvo
of a battle to build a real economy in every community in this country. The real
measure of our success is not whether CEOs join the President on a trip like this which
moved the nation, but whether the same CEOs and others will return to those markets
and move the lives of the people there. (Applause.)

So | say to you, you have to do that. The real test of the success is not whether
I've got a legislative idea, but whether Congress will set aside its partisan differences
and put that idea into law so we can have more investments in these communities.
(Applause.)

Next week | will send our new markets legislation to Congress. Over the next
several weeks we'll announce a new national effort to promote the business link
partnerships, pairing big businesses with smaller, often disadvantaged companies -- an
idea the Vice President has so strongly championed.

And this fall we're going to take another tour. | am going to start in Newark to
challenge the owners of professional sports teams and professional athletes to follow
the example set by the owners of the New Jersey Nets -- Ray Chambers and Lou Katz
-- who set up the ownership of the Nets in a way that 35 percent of the profits of the
franchise are reinvested in downtown Newark, to give the future to the people there.
(Applause.)

You might know that the Nets have now -- those gentlemen have joined in a joint
partnership with the New York Yankees, they now have a big partnership, and they



have dedicated a significant percentage of the profits of the joint venture to reinvest in
inner city New York, in the Bronx, and in Newark. (Applause.)

So I'm going to go up there, I'm going to highlight what they're doing, I'm going to
see what we can do to help. And we're going to make another round here to show
people that there are things that we can do together that are both morally right and good
business.

Often on this trip Reverend Jackson has referred to the fact that Dr. Martin Luther
King, just before he was killed, thought that he had done about all he could do to get the
legal changes necessary to get rid of the stain of racial segregation; and that the great
disadvantages and discrimination still alive in America could only be eliminated if there
were a new alliance of people across racial lines to create genuine economic
opportunity for all Americans.

It's hard to believe to somebody like me, anyway, at my age, that's it has now
been more than 30 years since Dr. King was killed and his dream was put on hold. One
of the lesser known passages in his famous speech at the Lincoln Memorial in August
of 1963 involved language in which he challenged America, and | quote -- "to refuse to
believe that there are insufficient funds in the great vaults of opportunity in this nation.”

Well, my fellow Americans, today those vaults of opportunity are more full than
they have ever been in the entire history of this country. And we have more evidence
than we have ever had that when children like those that we talked about today, and
when young people like those we celebrate today -- Hazel, and her peers behind me --
do well, we are all strengthened; that there is a fundamental sense in which our futures
are bound up together, from Appalachia to the Mississippi Delta to the Native American
reservations to the inner cities to the wealthiest corners of our land.

All our kids need a chance to live their dreams. And the American Dream needs
for all Americans to be blessed by the opportunity that has given so much to us. Thank
you for what you do to achieve that goal. And God bless you. (Applause.)

END 3:32 P.M. PDT
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Area reflects plan‘s

Success mixes
with suspicion !
in rural Ky.,

one stop on

.the president’s

anti-poverty tour

By Larry Copeland
USA TODAY

McKEE, Ky. — Dwight Bish-
‘op, mayor of this town in the
mountains of eastern Ken-
tucky, wants President Qlinton.
tostoplnnextweekwhenhe

visits on a sixstate tour pushing |

business investment in dis-
tressed communities.: -

*Td like to talk with him
about how to get federal fund-
ing for (U.S. Highway) 421"
says Bishop, who thinks im-
proving the narTow, winding
road through
tainly help atiract business.

He figures his town, where
more than 60% of the 1,100 res-
idents live in poverty, qualifies
for a visit trom the president,
who begins a npational tour

Monday of areas where the
grip of poverty has resisted the
booming US. economy. But
Bishop worries that the presi-
dent Is unlikely to visit his one-
sigplipht fgwn. soumty seat; ot

) Jackson County, because it'stoo ,

=& Imajor highway.
That's how the folks in the h?l'- :

lows of-these mountains have .-

long felt The federal govern-

‘ment’s help is often tantalizing-

Iy close but just out of reach."
Big-scale programs
This s a region where the

" swonthtaling heauty of the nat- ¢

|

live bere. it was to Appalachia,
to Martin County east of here,
that President Lyndon B. Joho-
son came 35 years ago to
launch his War on Poverty.

Thirty years later, in Decem-
ber 1994, President Qlinton told
Kentuckians in three counties
— Jackson, Clinton and Weyne
— that they had been chosen
as part of another sweeping an-

ti-poverty initiative.

Now, instead of coming to
talk with Bishop about fixing
his road, the president is ex-

to bring Jesse Jackson
and a delegation of corporate
leaders to more accessible ar-
eas of Jackson County. Clinton
hopes to show the business
leaders how they could thnive
in depressed areas X
kind of tax credits he's urging.

Jackson County and the two,
other countles are sharing
$40 million in money and tax
breaks ever 10 years because
they are part of a {ederal em-
powerment zone.

Clinton is coming here, and
toPerryCOuntyeastorhem.to
promote his proposed New
Markets Initiative. It would of-
fer tax credits to businesses
that Invest in what he calls “unr-

tapped markets,” the natlon’s

rest rural and yrhan com-
munities. He will go on to
Clerksdale, Misy,; East St Low-
{s, Tii; the Pine Ridge Indian

Reservation in South Dakota; |

South Phoenlx, Ariz, and the
Watts section of Los Angeles.
What he’ll find here Is a pro-

gram that has been accused of |

creating too many minimum
wage jobs, of serving as a pa-
tronage tool for distrusted local

otficiols and of falllng to creats | :{ Without thelr loput.

a self-sustaining economy.

But what they’ll also find isa
program that has provided hun-
dreds of jobs and has ear
marked millions of dollars for
infrastructure improvements.
1t has also begun to create a
new class of entrepreneurs. “In
terms of how many jobs have
been created ... you find a
pretty successful effort, al-
though there has been contro-
versy over the kind of jobs that
were * says Ron Eller,
director of the University of
Kentucky’s Appalachian Cen-

. ter. “They have been less suc-

c&rulat...buﬂdlngthedvic
capacity within those commu-
nities to sustain their own de-

velopment over time.”

A study by professors Corne-
1ia Flora and Stephen Algner of

Jowa State Unlversity, who ex-

amined the 33 rural empower -

ment zones and enterpris
communities, found that the

Kentu 0 had less cit-
wmgengg; on its board

lzenre
than most of the others.

Traditionally wary

This areahasbeenin desper-
. ate need o;ffooe?gdmlc help aor
| years. { sharp de-
\ X mining and to-
: jobs in the
19908, and unamgloyment'
goared {0 10%. S0 ncws
of thé empawarment 7pne gens
prated high hopes.
| Jrsalso a reglon SEEET peo-|
ple are fiercely proud and have
a-deepseated distrust of gov-

were running the programs

Cathy Howell, who boasts
hollow,

-on\ Poverty

"1 ernm were discour-'
. { aged when they felt politiclans |

that she knows “every

o8 amnam® In Yarlenn

ups, downs

She headed an in-depth re-
view of the program for the
University of Kentucky’s Appa-
lachlan Center. It found power
in the zone concentrated in the
hands of a few, planning meet-
ings held at inconvenient times
for most people and, at some
meetings, board members sit-
ting with backs to the audience.

] was angry,” Howell says.

Now, Howell, a food and nu-
trition counselor with the Jack-
son County extension office,

_saysthlnsShavelmproved.“Ev-

has kind of smoothed
itself out,” she says.
~ Jerry Rickett, head of Ken-

Investment, .

tucky

Corp., the lead agency for the

empowerment zone, says he Is.
proud of the program, which

has spent $21.4 million.-His

company was founded in 1968

to.administer e of the War

) pro s0 he

brought expertise to the task of

putting people to work.

Jobs and roads'

The empowerment zone, 0f-
ficials say, has created more
than 1,900 jobs for the 27,000
residents in the three counties,

_helping cut unemployment
from 9.6% to 6.5%. It glgo has
atiracted an additional $67 mils
{ion from outside investors, pro-
vided $2.1 million for job train-
ing and committed millions for
improvements in roads, bridges
and other public works, such as
a Jackson County reservoir and
expanded water service in Clin-

‘ton and Wayne counties. Indus-
trial parks are D for both
counties. The downtowns of Al-

Rickett says be is especially
proud of a $650,000 initiative, *
JCR Industries, that provides
employment trainingto the dis-
abled and to those on welfare,
It employs more than 100 peo-
ple in a self-sustalning. pro-
gram. Newly tralned workers
are busy in tool and die:ghops;

electronics manufacturingand .

nihe malilenanea -

Ore of the mot Laiptat
changes is-in the minds‘of rest-
dents, With an exténisive bust
ness traliilng program, théem
powerment zone is creating a

~ new entre preneurial culture.
About 60 people, ‘some native
Appalachlans ‘and some Who
have moved to the reglon, have
completed the tralning since
December 1985 and have start-
ed 25 businesses, program di-
rector Phil Danhauer s&ys.

“One such enirepreneur is

Donna Gibson, whoTetired sa .

hairdresser in Michigan and
moved here with hér husband.
She is now owner of Glbson Pe-
Last year, she completed the
12-week entrepreneur.:{
and took out a $2,500 empower-
ment zone loan to open her
business. Now, she and her hus-
band, Bass, grow flowers in 2
hollow in south Jackson
County and ship them gll 8CT0s8
{he country. She has L100 va
rlating af Ay lias, 170 kindz of

. hostas and 500 other perennl-

als. “We couldn't bave done it

. without thelr help,” she say3 -

Meanwhile, up in the moun-

\ Mayor Bishop, who can
be found most dgys at his fosur

- ance office two blocks from
City Hall, walts and hopes for
an audience with the president
T tell you what,” he says. “If
he'll oome.l'llbuyhlmlunch.'
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In Jackson County: Hlroy Day has a constant yard sale inside and outside his housa to make ends

meet. Ha refuses to go on welfare but might reconsider If daughter Tiffany Lola Nicole, 7, goes hungry.
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Clinton. Will Tow Executives to Poorest U.S. Areas
To Spur Investment Under New Markets Initiative

By JEANNE CUMMINGS
Staff Reporter of THE WALL STREET JOURNAL
* WASHINGTON-Rlichard Huber, chair-
man of Aetna Corp., will foln Presldent
Clinton on Air Force One next week to par-
ticipate in his first-ever trade mission.

His destination: Mississippl. .

Unlike foreign-trade missions that are
famous for their lavishness, Mr. Huber will
be among a handful of executives particl-
pating in the first domestic-trade mission,
intended to highlight the administration’s
~‘New Markets Initlative.” In addition to
the Mississippi Delta, the four-day trip will
include stops in Appalachia, an Indian
reservation and several struggling inner-
city communities, including Watts in Los
Angeles, all in an effort to spur investment
in the nation’s poorest communities.
*“Tight Labor Market’ Could Help

Some experts on poverty and business
don't believe the Clinton administration
can succeed where s0-many others have
failed. But they acknowledge that Mr. Clin-
ton has an edge: unemployment figures 50
low that businesses already are being
forced to become much more creative
about finding labor.

“There is no substitute for a very tight
labor market in terms of fighting urban
and rural poverty,” observes former Labor
Secretary Robert Reich. “That’s why the
Federal Reserve Board, by default, is the
most important social-policy agency in the
entire federal government.”

The advantage gained from a roaring
economy is one of the reasons Mr. Clinton
cites for his renewed attention to the na-
fion’s poorest communities. *If we can’t do
this now, when in the wide world will we
ever get around to it?"' he says.

But Mr. Clinton is hardly the first pres-
fdent to take a stab at the chronic probl®f.
The Tennessee Valley Authority - was
among the New Deal projects specificalty
aimed at easing Appalachian poverty dur-
ing the administration of President
Franklin D. Roosevelt. President Lyndon
Johnson's War on Poverty In the 1960s was

aimed at the rural South and innercity .

neighborhoods. In 1967, Sen. Robert
Kennedy was among & group of senators
who toured the Mississippi Delta to study

and suggest changes to the Johnson ad-

ministration's programs. Even Presldent
Nixon tinkered with the nation's poverty

programs. N
. But bfllions of dollars and decades
later, many of the targeted communities in
urban America, the Delta and Appalachia

. are suffering still. Between 1980 and 1996,
.one in seven residents abandoned Coa-

homa County, Miss., where the poverty
rate in 1995 was estimated at more than
37%. In Appalachia’s Magoffin County in
Kentucky, the unemployment rate is three
times the national average, and in 1935 the
poverty rate was more than 41%.
‘Criminal for Us Not to Try'

Still, with incomes rising and unem-
ployment falling in almost all otherparts of
the country, ‘it would be ¢riminal for us
not to try this,” says Roger Wilkins, a

George Mason University professor and -

former Johnson administration officisl. -
The key distinction between Mr. Clin-’
ton’s New Markets Initiative and previous
antipoverty programs is that it relies
largely on the private sector to generate
economic growth and jobs--rather than on

Poverty Tour - - -

President Clinton's tour will call attention to areas the economic boom has passed by.
Each stop has an unemployment rate that s at least 50% higher than the national rate,
and one-third to two-thirds of the population live in poverty.

© Monday: Annville, Ky.
© Tuesday: Clarksdale, Miss.
© Tuesday: East St Louis, L.

O Wednesday: Pine Ridge
Indian Reservation, SD

© Wednesday: South
Phoenix, Ariz.

O Thurday: Los Angeles
(Watts), Anaheim, Calif.

taxpayers. The initiative, which has at-
tracted bipartisan praise, is expected to be
sent to Congress later this month, accord-
ing to Gene Sperling, head of the White
House National Economic Council.

Its major pravisions would: = .

- @ Help togenerate about $6 billion in eq-
uity capital. The program would offer a tax
credit of 25% for investments in commu-
nity-development banks, venture funds
and other institutiors. :

e Encourage large and midsize busi-
nesses to move into depressed areas. The
government would guarantee loans of as
much as $200 million for every $100 million
in private equity.

® Boost small businesses by setting up
New Markets Venture Capita! Firms that
would match private investors' equity with

government debt guarantees and deferred -

interest.

“It isn't a charitable initiative,” Mr.
Sperling says. *“The philosophy of the New
Markets Initiative is to encourage corpora-
tlons to look-for profits in untapped mar
Kkets in their own backyards.”

Tax Breaks Can't Do the Job Alone

Some aren't so optimistic.

According to Mr. Reich, tax breaks
don't hurt, but other issues are more im-
portant to businesses considering a new in-

vestment. Infrastructure, the labor market

and the avallability of utilities also play
into those decisions. “There just is no
_magic bullet,” he says.

John Morgridge, chairman of Cisco
Systems Inc., agrees. He will link up with
the president's tour in California mnext
week to highlight Cisco's training program
on designing, installing and malntaining
computer networks. The program, offered
mostly in urban areas around the country,
was started after-the company discovered
there was shortage of workers who were
qualified to maintain its systems. Mr. Mor-
gridge says that when considering an ex-
panslon or investment, the labor pool in &
community “is the No. 1 factor, and then
things like tax breaks.”

J. Gregory Dees, a professor of social
entrepreneurship at Stanford University's
Graduate School of Business, says venture
capital isn't the problem in poor areas,
*Bootstrap capital,” the money small busi-
nesspeople lend to themselves, borrow
from family members or obtain through
credit-card companies, is what Is really
missing, he says.

Mr. Dees also questions whether many
businesses will take advantage of the in-
centives if opportunities for returns will be
relatively small. “If there is not a financlal
motivation for doing this, the interest will
be limited and short-lived,” Mr. Dees says.
“If we want it to be an ongoing sustainable
market, it has to be worth their while fi-
pancially. There has to be enough between
the profit and tax breaks for an attractive
return.”

*They Want to Do Business’

Housing and Urban Development Secre-
tary Andrew Cuomo won't argue with that.
While helping. to develop the New Markets
program, Mr. Cuomo met earlier this year
with a group of executives to discuss the .
fdea of basing the program on a serjes of tax
breaks. The first question from the group
was: “How much?" Says Mr. Cuomo:
*That means they want todo business."

During next week's trip, some busi-
nessmen will be looking for new opportuni-
ties while others will highlight their own
programs to reduce poverty and, in some
cases, survive in a tight labor market.

Fannie Mae Chairman Franklin Raines
plans to announce a plan to help families
buy homes on Pine Ridge Indian Reserva-
tion in South Dakota. And in California,
Mr. Clinton will highlight Citigroup Inc.'s
National Academy Foundation, which
trains young people in the fields of finance
and tourism. The vast majority go on to
college, says Citigroup’s co-chairman,
Sanford I, Weill, 8 proponent of the New
Market Initiative. .

Whilé his colléagues are promoting pro-
grams, Mr, Huber plans to scout out busl-
ness opportunities. Aetna has service cen-
ters ecross the country, he says, and
‘“we're always looking for locations where
we can site a new center.”

He also is looking for communities in
need of insurance services. Four years
ago, Aetna launched a pilot program focus-
Ing on “internal, emerging domestic mar-
kets,” and discovered that minority com:
munities are teeming with potential cus-
tomers. Mr. Huber even teased Mr. Clinton
during a White House meeting that the ad-
ministration's New Market Initiative was
*going to blow our cover. I thought we had
this market to ourselves.”

Next week, he will be looking for an-
other edge. “I've never been to the Missis-
sippi Delta,” Mr. Huber says. “I've never
been to an Indian reservation in South
Dakota. Maybe it will be an eye opener.”
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stance, the Appalachian Regional Com-:
mission has spent $7.4 billion in more;
than 400 counties across 13 states,
much of it building roads.’

By 1990, the region’s povérty rate of -

one person in three living below the

poverty line was cut in half. Yet inl-

eastern Kentucky, Clinton’s first stop,’

Please see TOUR, Ala:
; T :
s

Seeks Aid for

[mpoverished
Areasin U.S.

® Economy: Four-day trip
begins in Kentucky, ends in
Watts. President’s plan offers
businesses loan guarantees and
tax credits for investing in ]
poor localities.

By EDWIN CHEN
TIMES STAPF WRITER

WASHINGTON—Buoyed by a
booming economy, President Clinton.
today embarks on a four-day mission to;
promote economic development in.

- . some of America’s most impoverished:

areas, from Appalachia to Watts. _
. Accompanied by a delegation of law~
makers and business leaders, the presi-
dent hopes to help those left behind by
an expanding economy that few could:
have predicted 6% years ago when he;
took office. L

2 y ""q&
utdl Andthe)
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‘a e inb e
. 'make: money. in-thest aﬁéikétst}'i -;w’%
. -Jesse L. White Jr., federal co-chs .
: :if-;the Appalachian Regional Cominis-
Cgon, L .

The “new markets" -approach, Whiteg
said, is an effort to “move communities-
to a more home-grown base, .rather.
than relying on the old model of re~

- cruiting branch plants.” - _

Presidents - and others long have.
tried to help the nation’s impoverished;
areas but with mixed results, as Clin-
ton's trip will point out. -

Slnce fts creation in 1965, for in-



' . In Watts, activists agreed. “It's
; going to take the community and
“the city to make a difference once
‘he leavea,” said Linda Broadus
iles, executive director of the Al
+ Wooten Jr. Heritage Center.
| Other critics found Clinton's ef-
if forts wanting for other reasons.
o out how to get ven-
i ture capital to small businesses in
| me communitieg is really
l portant. But that's only one
small plece,” said Sen. Paul
:Wellstone (D-Minn.), a liberal who
wonducted his own poverty tour
fwo years ago.

“If he brings nuclear wastes or
an incineratyr for burning up East
Coast trash, that's not economic
development,” Yellow Hair said
“Ninety percent of federal pro-

have had a detrimental ef-
fect for us. So we're very cau
tious.”

But such doubts have not
dampened Clinton’s enthusiasm.

“Tm very, very cxcitef about
this,” he said the other day. “If we
can't do this now,-when in the
wide world will we ever t
around to it?” }E

Thnes stall writers Sames Gerstermang ln

Washington snd Neacy Trejos In Los Anceles .-

contributod to this story.
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TOUR:
Clinton
Plans Trip

Continued from A3
per capita income today remains
well below the national average.

For his part, the president con-
trasted his strategy to that of the
War on Poverty launched by
President Lyndon B. Johnson in
the 19G0s and the free enterprise
approach adopted by Presidents
Reagan and Bush in the 1980s.

“In the 1980s, we found out for
sure that free enterprisc alone
would not develop thesec areas
into the 1990s,” Clinton said in an
interview with USA Today.

On the other hand, the War on
Poverty provided “no internal
structural change that would al-
low a lot of these places to be-
come more selfsufficient on a
long-term basis,” he added.

The White House said Clinton’s
initiatives, if{ approved by Con-
gress, could generate as much as
$15 billion in new investments in
needy regions.

‘The tax code has long been Re-
publicans’ preferred vehicle for
economic development policy.
House Speaker J. Dennis Hastert
(R-Il1.) said Sunday in a letter to
colleagues that the tax cut bill be-
ing prepared by House Republi-
cans would include tax breaks for
businesses and families that move
into any of 100 distressed commu-
nities identified by the bill.

Skeptics, however, said that
Washington and the private sec-
tor can do only so much, arguing
that communities must help
themselves—by, for example, cut-
ting crime and {improving
schools—if they are to thrive. -

“People in Washington make a
mistake when they go to these ar-
eas and say we're going to solve
your probiems for you,” said Ste-
phen Moore, director of fiscal
policy studies at the libertarian-
minded Cato Institute here.

“For the last 30 years, Wash-
ington programs to help inner cit-
ies have been mostly counterpro-
ductive,” he declared. “No matter
how much cajoling Clinton does,
people are not going to invest in
those areas unless the underlying
problems go away.”

- wee

“This is not a bold agend.
pecially amid the nation's
perity, he said, arguing th:
president’s budget has no
vided sufficient funds to e
access o child care, health
ance and Head Start.

“I'm glad he's going to t
there. But where’s the co
ment?” Wellstone asked.

He also expressed the hop
Clinton’s trip will not raisc
expectations. “What you h:
be careflul of is symbolic px
These tnps can have an ‘A
Wonderland' quality.”

But a senior White Hous
said skeptics need not worry

“We're not going to place
photo op,” the aide said. *
has to be something real wh
leave that can cause imj
ment.”

Thus, in East St. Louis, 2
is expected to announce its
mitment to invest in the
land. In Phoenix, officials p
unveil a Small Business Ad
tration program built arounc
nerships between small,
gling companies In
community and larger, succ
companies. In Clarksdale,
Clinton plans to announce a
sury Department program
would put private capital
smal! financial institutions @
community for local investm

In South-Central Los Arn
the president intends to sho
a program that teaches inn¢
youths job skills and pairs
with mentors. ’

“By actually bringing tt
tion's attention to these are:
and bringing businesspeo]
see the significant opporti
there, that will have sign:
impact,” said Andrew Cuom-
retary of Housing and Urbs
velopment and a “new ma
enthusiast.

For all the president's g
tentions, some advocates {.
communities that he will be
ing remain wary.

“We want to see what's
goody bag,” sald Rep. Ben
Thompson (D-Miss.), whos
Congressional District in
jany homes without runnis
ter.

Milo Yellow Hajr, who ad
ters the vast Pine Ridge re
tion, echoed that sentiment.



Says ‘this time
of prosperity’ is
when to aid poor

By Susan Page
USA TODAY

Om
TYNER, Ky. — President Clinton
sat In the shade of a walnut tree Mon-
day, sipping a can of Mountaln Dew
and chatting with Ray Pennington In
p front of his tarpaper-roofed shack
my hasn't touched Whispering Pines.
No one in this hilly, isolated neigh-
borhood in Appalachia seems to be
tracking his or her stock market In-
vestments. Pennington's 48-year-old
daughter, Jean Collett, says it's as dif-
ficult as ever to find a job, get a bank
loan or espire to a college education.
Clintcn arrived here during a 99-
degree (\ay to start a four-day tour of
inner cides and impoverished rural
areas with corporate CEOs and civil
rights leader Jesse Jackson in tow.
His message: Business investment,

)

sometimes prompted by government
. incentives, can bring economic
! growth to forgotten communities and
profits to corporations.

“at this time of prosperity, if we
can't find a way to give every single
hard-working American family a
chance to participate in the future
we're trying to build for our country,
we'll never get around to do it” he

. told hundreds of people gathered on
Main Street in Hazard, Ky.

Clinton likened his journey to the
trade missions U.S. officials routinely
lead to encourage U.S. investment in

- developing countries. He urged Con-
gress to “give people the same in-
centives to invest in Appalachia or
the Native American reservations or.
the Mississippi Delta or the inner cit-
ies (that) we give them today to in-
vest in poor countries overseas.”

Congressional Republicans have

- proposed their own anti-poverty pro-
gram that emphasizes tax breaks
and other economic incentives.
House Speaker Dennis Hastert, R-IlL,
sent a letter Sunday to Clinton to pro-
mote the GOP plan.

During the trip, Clinton is unvelling
the details of a “new markets™ initia-
tive, much of which needs congres-
sional approval. In it, he would:

» Help spur $6 billion in equity
capital over five years by offering a

Clinton touts investment incentives in

about why the nation’s good econo--

tax credit of up to 25% for in-
vestments in development banks and
venture funds that serve disadvan-
taged communities.

» Leverage up to $1.5 billion in in-
vestment in new developments and
big businesses that expand or relo-
cate to Inner-city or rural areas.

» Establish new venture capital
firms that would match private in-
vestors' equity with government debt
guarantees and deferred interest.

In this part of Kentucky, nearly
60% of people over 25 don't have a
high school diploma. The national
poverty rate is 13.3%, but 32 counties
in Appalachia have poverty rates
higher than 30%. The Mississippi
Delta region, where Clinton visits to-
day, has a poverty rate of nearly 21%.
The poverty rate in the inner parts of
170 U.S. cities stands at 20% or more,
and the unemployment rate for
American Indians stands at 50%.

John Moore, who raises tobacco
and beef on his small farm, said this
part of Kentucky wasn't ever likely 10
be a mecca of capitalism.

But investments for smaller enter-
prises could make a difference, he
said as he walted for Clinton to speak.

Qlinton announced $1.5 million In
houslng grants for eastern Kentucky,
and some of the CEOs announced
private investments: First Union Na-
tional Bank will finance $5 million in

small business equity loans in Appa-
Jachia; BellSouth will place 100 grad-
uates of a local community college in
technical and customer service jobs.

Ray Pennington, who farmed to-

bacco before emphysema made him
dependent on portable oxygen,
seemed more impressed by the fact
that the president was on his front
porch, bussing his 4-month-old great-
granddaughter, LaKeisha Brewster.

“I'm glad to see you, you've got a
good handshake.” Clinton said.

“Old-timer,” Pennington, 69, said of .
himself. He said Clinton was the first -
president he's seen.

“Well, everybody’s entitled to meet
one president, don't you think?" Clin- -
ton replied. “People expect you to
vote every election; you ought to
meet one now and then.”

USA TODAY - TUESDAY, JULY 6, 1999



“Financial-Services Bill, Buoyed by Vote

In House, May Reach;_Clinton Before Fall

[ By MICIIAEL SCHRUEDER
._’ Staff Reporter of TIE WaLL STRELT Jurrras.
WASHINGTON - The House’s over-
whelming approva) of a financlul-services
. overhaw last week has given lawmakers
< and administration officlals confidence
. that final legislation could be presented to
i President Clinton as early as the end of
« this summer.
..~ Thursday's 3¢3-86 vote marked the first
+ time both chambers have passed a bill that
v dears down Depression-era barriers be-
% tween banks. insurers and brokers; the
+ Senate version passed two months ago.
~ The next step is for a House-Senate con-
+ ference committee to reconcile dilferences
..between the two bills. Lawmakers then
_must approve the combined version before
+ séeking the president’s signature.
o The House leadership. in particular, Is
* .interested in pressing ahead qulckly while |
“‘the issue is still hot. The most ambitious
«'Plan s to cralt a joint bill by the Aug. 6 re-
vgess; the compromise bill would still need
«'t0 clear both houses.
+~ 7 With House passage last week, *the.bill

has tremendous momentum,” said Ed Yin-
ghng, chief lobbyist for the American
Bankers Assoclation. ~

Any combined bill that meets the ad-
minstration’s goals will require the coop-
eration of Senate Banking Committee
Chairman Phil Gramm of Texas and the
newly confirmed Treasury secretary,
Lawrence Summers. Capitol Hill staffers
believe the two are prepared to work to-
gether to hash out & compromise.

“Together with Congress we believe we
can construct a bill,” said Gary Gensler,
the Treasury's undersecretary for domes-
tic finance. While Mr. Gensler has been the
administration’s policy point man on fi-
nancial-services overhaul. Mr. Summers
has also played a key role.

Mr. Gramm was equally optmistic.
“With the House vote, we now have il
within our grasp to pass a good bll, an
that's my objective,” he said.

Although he has been at odds with tife
administration on several issues.
Gramm is known to work well with Ar.

Pleuse Turn to Page A6, Column

b Continued From Page A3
ySummers. Within the past few weeks. Mr.
Gramm has huddied with Mr. Summers t
s-discuss the overhaul legislation and of
l}!.;sue:. “Larry Summers i closer to fhy’
L point of view than 95% to 98% of the pe, ple
Mh the Clinton administration,” /Mr.
ramm said.

vould allow banks, brokerage [

E.’,‘;_ums to enter the {ull range of
»businesses. If the reform becogies law, a
, taft of major interindustry m
e ted as {irms position them:
£Stop financial companies
Libmers virtually any ins

:‘;lpvestmem product.

Essue of Communtty ding

RS Sulll, there are significant differences |
rpetween the Senate and House versions. Al

financial conglomerates.
ersion contains provisions,
. Gramm, that water down

d minority neighborhoods. The
] would exempt small rural banks

On the other hand, the House bill ex-
nds CRA compliance to the holding com-
antes as a way for regulators to block
/mergers if bank units don't have satisfac-
tory records of low-income lending. The
only middle ground likely would be leaving
" CRA untouched —neither cutting back nor
. extending Its reach.

" Battle by Lobbyists
The issue of protecting consumer finan-
cial information emerged in the past few
weeks as the most controversial. While the
Senate doesn't address the issue, the
House added provisions that would give
customers the right to block financial instl-
* tuttoas {rom sharing personal information
with outside companies. Consumer polls
show such overwhelming support lor pro-
tecting financial information that tawmak-
ers aren't likely to weaken the House pri-
vacy provistons.
The administration will try to expand

protections, but pushing too hard could
scuttie the bill. Flnancial-industry lobby-
1sts fought back attempts to extend limita-
tions on sharing information among affili-
ated companles. Cross-murketing to cus-
tomers is a prime ralionale for consolidat-
ing financial firms. they argued.

A major fight also looms on provisions
to reinforce privacy *pmlccllons for cus-
tomers’ medical information.

In addition, Mr. Gramm believes the
Federal Reserve Hoard should be the pri-
mary regulator of new [inancial conglom-
erates. But the House bill endorses the ad-
ministration’s position that the Treasury
Department should have significant over-
sight authority. On this matter. lobbyists
believe the House view is likely to prevail.
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Bank of America Fund for Poor Areas

. By JEANNE CUMMINGS

Staff Reporter of THE WalL STREET JOURNAL
-" HAZARD, Ky.—President Clinton is ex-
pected to announce today in East St. Louls,
[l., that Bank of America Corp. is creating
2 $500 millton equity-investment fund dedi-
cated to encouraging development in dis-
tressed urban areas.

The Bank of America “‘Catalyst Fund”
1s the largest private-industry equity pro-
Ject that Mr. Clinton is scheduled to un-
vell during his four-day poverty tour of
the nation. The president's trip will take
him and several corporate executives 10

- Missourl, the Mississ{ppi Delta, a South
. Dakotz Indian reservation and several
* urban areas.

Yesterday, Mr. Clinton toured the Ap-
palachian region in Kentucky and saw both
sides of the economy. First, he spent time
in an impoverished communlty {illed with

- run-down trailers and homes with tar-pa:
* per roofs. He later vislted Mid-South Elec-
" tronics, & contract manufacturing busi-

ness that ts completing a $5 million expan-
sion that will bring its total emplovee ros-

* ter to more than 900.

The purpose of the trip is to call atten-
tion to the president’s “New Markets Ini-
tiative,” a mix of tax breaks and loan guar-
antees aimed at spurring development in
areas that haven't benefited from the eco-

Is Expected to Be Unveiled by Clinton

nomic boom of the 1390s.

The trip also 1s intended to convince

corporate leaders that there are profits to
be made or labor pools to be tapped in
tuose markets. To that end, Gene Sper-
ling, head of the National Economic Coun-
¢il, said the White House hopes that to-
day’s announcement will *show others
that If Bank of America believes they can
succeed then that will be 2 model for oth:
ers.”
The equity fund will be unvelled at the
site of a new Walgreen store in East St.
Louis that received construction financing
from Bank of America. said Cathy
Bessant, president of the bank's Commu-
nity Development Banking Group.

The fund, which will be active in 2]
states where Bank of America operates.
will be dedicated to *'pushing the edge of
the envelope on investments that will spur
others,"” she said. For exampie, the func
may be used to invest in minority-owned
real-estate development businesses or
community development banks.

Ms. Bessant acknowledged that the
company's commitment to stabitizing
communities and buildmg new markels
15 good for our shareholders.” But shv
also said that 1n a tume of economi¢ pros-
perity in so many other communities, it 1
also *"good [or the corporate soul.™
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Clinton in App alachia

AL

. _mountainous
L 'chm,oneofAmmsmostendunng
_ _symbols of pcﬂ;'ert:,'JL President Clin- -
< ] yesl : "mmsnto;_;_:’,
T\ -widenthe cnde.ofthemﬁop’sproa- :
- " sperityy: saﬁng if "doean’t -happen .
© o) naw - “vbe']l never get around to do
| .

i ByAnnScal&
GLOBESI‘AFF e

HARS 3

{ porde

_ "I‘hJSisat:metobnngmoreJobs.'
'and investment and hope. to :the -

areas of our country that have -not
fully parhcipa

ted in this economic

‘recovery,” he said. “We have an obli- .

gation to do it” he told a cheering
crowd of thousands gathered along
Main Street on a muggy 90-p1us-de—

gree day.

-

g

<

Agalnst the_

|for antlpoverty push

“Clinton came here to kick off

--What he has described as an unprec-

edented premdentlal tour across

- America to promote public and pri-
“vate pmgrams to- help the nation’s

esttmated 36 rnillion poor people.
He pla.ns to present Congress
' 082 for tax hcent:ves

“$i6 bilhon m new investment in ur-

'-banandrwalareagoverﬁveyem's.

- Clinton said the injtiative is one
way to continue to expand the econo-

-myanddnvethenatnons4.3pereent

unemployment rate even lower.
Accompanied by the Rev. Jesse

Jackson, corporate CEOs, and mem-

bers of Congress, ‘the president will

cover gix states in four days. Besides

_ - "CLINTON, Page A4
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i J Ddt-,ndbv-hcamcecﬂoma!

’ Ed&mm-.l’hoaﬂxlﬁlm
gala;lndAmbdm.Cluf.
157a] cxze Bere ' the hope that

* | with the help of the basiness leadérs

.hav.neuuldwhmmpo-
'rats leader in America: Take a Jook
15t irvesting in rural and inner-city

bustness, good for America’s growth,
rand it's the right thing to da.
*“1 belleve at this time of prosper
lty,ilwem\fbdlmtoginﬂ-
ery single hard-working American
.rmﬂythedﬂrmhpnrﬁdptuln
! the futare we're trying to bafld for
'ovreuuntq wel never get around
1 to do #," Clinton said.
! In this coal and kmber town
-wbmhuidthyndonB Johnson-
‘lxunched hs War on Poverty tn
'IQGLCHMnmmeadSLSmﬂBm
iin Department of Hoosing and-Ur-
1 ban Development grants to benefit
! the poor in Esstern Kentueky by tm-
pmdng housing and opportunities
| {or home ownership.
“Even though this is a blessed
time for Americs, not 21l Americans

sxid. A banner behind him read:
“Tapping America’s potential, bring

]
{have been blessed by K" Clinton -
i
1

) 'mvutment,hopa,mdoppwtmﬂtyto

.7“”"’"“““
. In Appalachis, 32 countles have
‘poverty rates higher than 80

‘percent; the per capita income of the

-entive region m fust T1 percent of the

- 'national average; and in some aress,

157.3 percent of those over the age of
:25 do not have a high school diploma.
3 Clinton started his visit to Ken-
ftncky with a stop st Whispering
‘Pines, an isolated, impoverished
Mghborbood of traflers and nm-

duwn houses in Tyner, popu.hﬂon

1America,” he sald. “It's guod for -

about 100.

Mountain Dew, be vialted with Jen
Collett and her father, Ray Penning-

ton, in the front of her dilspidated

Collett, 48, wus a cook at Dalry
Queen ontil recently, when she quit
to take care of her father, who tses 3
pomblequmhnkbmahhu

emphysema. Collett had po electrie--

ity untll 1961, and no rurming water

in a bathroom until five years ago.” .

Pennington, a widower, told Clin-
ton: *T've lived 69 years, and this s
the first time Tve ever poen a presl-

Sitting In a lawn ehdrh the -
shade of a walnut tree and elpping a-

.fwup,wzsperemtofhmonqu

Clinton. touts pla:n to broaden prosperlty

dent. It's & pleasure to meetym."
Clinton teplied, “Well, every-
body’s entitled to meet one pres-

+ dent, don't you think? People expect

you to vote every election, you ought
to meet ope now and then.”

The president then made several
wnacheduled stops in town, shaldng
hands and poeing for pictures. At the
Annrville Stop-and-Go, Cleda Staple-

"ton Merritt, 59, told Clinton: “Thank

you, Mr. President. I'm willing to go
to bst for you and well hit & home
ran. ... Thank you for the economy,
amen.* ’

Clinton bas proposed a tax credit

mates the credit wocld generate $8
billion in new equity eapital at a cost

. to the government of about $860 mil-

Hon over five years.

The loan guarantee program
would be styled after the Oversexs
Private Investment Corp., which
makes loans to' promota UB sales
abroad. The same principle would be
followed domestieally under Amerl-

for the domestie program.
*“For the same reason industries
are looking at Mexico, they need to

President Clinton greeted 69-year-old Ray Pennington (seated) and -
family in Tyner, Ky., yesterday. At le{t, Clinten walked with Penning-

ton's daghter, Jean Collett, as Shane Harrison, ¢, entertained them,

Sook at us. We can provide it here,”
he said Benny Coleman, who runs a
family home supply buainess in near-

byEv:ru.d.rvvelonrdtosee-

Clinton.-

Jennings Krahenbuhl, a retired
schoal prindpal from London, Ky.,
said, “We are not asking for & hand-
out, we are mking for a hand. We
just want to play in the game. We
Just need somebody to blow a whis-
tle to let us in" )

As Clinton tries to do just that,,

analynts said his record on behalf of
America's poor {8 mixed.

His former labor secretary, Rob-
ert Reich, an economist at Brandeis
Unfversity, said that other than ex-

~ panding the earned income tax cred-

It in 1993 and helping keep unem-

ployment low because of the surging
economy, “the administrution hasn’t

‘made much headway on the prob-

lem.” .
While he applsuded Clinton for

focusing on those Americans Jeft b&
hind sa the economy has flourished,
he said the administration’s early de-
cision to make eutting the deflcit a
priority has tied its hands and lnﬂt,-
ed government investment in poor
communities,

*Congress is in no mood to entér-
taln any major new indtiatives,” he
sald. “The president’s budget plnm
don't incorporate major spending for~
tax breaks for the poor or for those
aresa. This is probably for the fu-
ture.” . ~

But Harvard sodologist William
Julius Wilson, who has written ex-
tenaively about poverty and given
advice to Clinton, 2aid the presk-
dent’s initintive was a “realistie
program™ to help distressed aress,
given the limita of what he can sc-
complish with a Republinn-wn
trolled Congress.




Clinton Urges Corporate Investment to Fight Pockets of Poverty

By- Citaries BamincroN
Waashingion Post Seaff Writer

HAZARD, Ky., July 5—Presi-
dent Clinton came to the hollows
of Kentucky today to launch his
foar-day lour of fmpoverished re-
gions, urging corporate America
to invest in commmunities that the
recent economic boom has by-
passed.

First sipping a Mountain Dew
in the shade with a hard-pressed
family, and later addressing a sun-
baked crowd in this coal-country
town, the president said the gov-
ernmcnt must do more to entice
busincsses to locate johs and seek
comsumcrs in such regions.

“T came here im the hope that
. .. we can say to every corporate
leader in America, “Take a look at
~ investing in rural and inner-city

America. It's good for business,
pood for America’s growlh, and
it's the right thimg to do,” " Clin-
ton said ina mid-afternoon speech
on Main Street, where tempera-
tures ncared 100, The govern-

ment should provide the same in-
centives for investing in poor
America that it does for overseas
investments, he said.

Mcanwhile, the administration
prepared a report slating that in-
ner citics have much greater retail
purchasing power than many busi-
nesscs realize. The report, to be
released Tucsday, concludes that
“retailers can find major profit-
making opportunities in low- and
moderate-income inner city neigh-
borhoods,” which it calls “undis-
covered territories for many busi-
nesses.”

Clinton is expected to cite the
study, prepared by the Depart-
ment of Housing and Urban De-
velopment, when he speaks Tues-
day night in East St. Louis, IIl,
one of the nation's poorest cities.
Earlier Tuesday he will visit the
Mississippi Delta town of Clarks-
dale.

Politicians’ tours of economical-
ly distressed areas—such as Rob-
ert F. Kennedy’s well-chronicled
1967 visit to Mississippi—histor-

@he Washington Post
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ically have helped focus national
attention on poverty, at least tem-
porarily. They also have helped
the politicians highlight their con-
cern for the poor, an emphasis
that some critics say Clinton has
given a low priority until now, his
seventh year in office.

Clinton is using the four-day
tour to build support for the por-
tion of his "New Markets Initia-
tive™ that will require congres-
sional approval. It calls for a 25
percent tax credit for investments
in community banks and similar
institutions that target poor com-
munities—at a cost of $980 mil-
lion over five years. It also would
establish a new investment pro-
gram for targeted regions, in
which private loans would be cou-
pled with larger federal loans. The
program would cost the govern-
ment about $36 million in credit
subsidies, White House aides said.

The president began his day in
Tyner, Ky., sharing a soft drink
and his sympathies with a family
living in a dilapidated rental
home, similar to those around it.
Jean Collctt, 48, was a cook at the
Dairy Queen until she quit to care
for her father, Ray Pennington, 69,
who has emphyscma.

“My first electricity was in 1961
[and] I didn’t have running water
in a bathroom until five years
ago,” Collett said. Her son-in-law,
Anthony Brewster, has the best
job in the family, making $6.30 an
hour at the Mid-South Electric Co.

Clinton toured Mid-South’s
plant, which makes plastic safety
glasses, and cited the company as
the type he wants to highlight dur-

in Tyner, Ky., President Clinton heard stories of hardscrabble rural life from
the family of Ray Pennington, 69, an emphysema patient who uses oxygen.

ing his six-state tour. It receives
equity financing and capital from
the Kentucky Highlands Invest-
ment Corp., a nonprofit organiza-
tion created in 1968 to invest in
businesses in nine southeastern

Kentucky counties. Clinton said
the federal contribution to such
agencies must increase.

L. Ray Moncrief, executive vice
president of KHIC, told reporters:
“Walt Street venture capital is not

coming to central Kentucky....
They're looking for high-tech
sorts of things with 50 to 75 per-
cent internal rates of return.”
KHIC gets a 10 percent return on
its porifolio, he said, which is rea:
sonable in this region, and enough
to create badly needed jobs. .

Among those with Clinton were
Jesse L. Jackson; Aetna chief exec-
utive Richard Huber; BellSouth
chief executive Duane Ackerman;
Al From, head of the Democratic
Leadership Council; and Agricul-
ture Secretary Dan Glickman. .

Perry County, which includes
Hazard, has fared better econom-
ically than many nearby Kentucky
counties. Russell County, for ex-
ample, has a 26 percent unemploy-
ment rate, and 37 percent of Clay
County’s residents live below the
poverty level.

More than one-fourth of the 406
counties in Appalachia—which in-
cludes portions of 13 states—are
considered “distressed” because
their unemployment and poverty
rates are at least 1% times the na-
tional average. .

Coal mining remains vital to
Appalachia, but employment in
coal has declined from 250,000 in
1979 to 100,000 today. -

Several corporations today an-
nounced new investments in the
types of programs Clinton is pro-
moting. '

First Union National Bank
pledged at least $5 million for
small business equity loans and
economic development programs
in Appalachia. BellSouth pledged
to hire 100 students of Kentucky's
community colleges.



A Pledge of Federal Help
For the Economic Byways
Clinton Seeks an Investment in Appalachia
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By JOHN M. BRODER

HAZARD, Ky., July 5 — The Clin-
ton Years have been lush for law-
yers, investment bankers and Inter-
net explorers. But some pockets of
America remain largely untouched
by the prosperity of the 1990's, and
President Clinton is devoting much
of this week to bringing them com-
passion and the hope of new jobs.

Here in eastern Kentucky, where
poverty and unemployment run two
to three times higher than the nation-
al averages, the President today pre-
sented a package of proposals in-
tended to spur investment among the
idle coal fields.

Mr. Clinton hopes to use Federal
1ax credits and loan guarantees to
inspire private companies to bufld
plants and stores in Appalachia to
serve a population that the economic
boom has largely passed by.

It is a familiar strategy for this
Adminlstration, except that the pro-
posed “new markets” are in eco-
nomically distressed regions of the
United States, not In Zimbabwe or
Ukraine. The Administration has ag-
gressively used Government tax
breaks and loan subsidies to encour-
age investment by American corpo-
rations tn developing countries, but it
has never focused similar effortsin a
systematic way on struggling com-
munities in the United States.

“Even though this is a blessed
time for America, not all Americans
have been blessed by it,'” Mr. Clinton
said before a heat-wilted crowd in
this mountain town. **This Is a time
to bring more jobs and investment
and hope to the areas of our country
that have not fully participated tn
this economic recovery. We have an
obligation to do it.”

He picked the right place to make
his point. David Deal, 58, a laid-off
medical supply worker from the de-
pressed coal-mining town of Cum-
berland, about 40 miles away, said
that Government officials always
talked about bringing jobs and in-
vestment to this region, but that the
waiting continued.

“Lyndon Johnson was here in ‘64
but all the things he was talking
about haven't reached down to the
people here,"” Mr. Deal said. **Clinton
keeps talking about wanting us off
welfare, but he hasn't brought us any
jobs.*”

One of his neighbors, Darlene Hall, .

41, said that she was organizing a
prayer rally in Cumberland next
week to try to enlist God in the
search for employment. And Ms.
Hall said she had a message for
industrialists looking for a stable
work force.

‘‘We are not pick-and-shovel uned-
ucated people in the mountains,” she
said. “'We are hard-working people,
used to working in the mines. We are
educated and we want to work.”

With an entourage of corporate
executives, members of Congress,
Cabinet officers and the Rev, Jesse
L. Jackson, Mr. Clinton {s embarked
on a four-day, six-state tour of is-
lands of poverty among the general
prosperity. He plans to visit Clarks-
dale, Miss., a poor town in the Missis-
sippi Delta; East St. Louls, IIL; the
Pine Ridge Indian Reservation in
South Dakota; a barrio in Phoenix
and the Watts neighborhood of Los
Angeles.

He takes a briefcase full of what he
hopes are tools to create jobs, includ-
ing community development finan-
cial  institutions, empowerment
zones and enterprise communities,
America's private investment com-
panies, small-business investment
companies, new-markets venture

capital firms and new-markets lend-
ing companies.

Taken together, the new and exist-
ing programs are intended to prompt
as much as $15 billion in private-
sector investment in poor urban and
rural areas over the next {ive years.
Most of $1 billion in Federal subsi-
dies to underwrite the programs
would require Congressional action,
but Mr. Clinton has not sent all the
specitic legislation to Capitol Hill.

Critics have questioned the timing
of the initiative, coming in the sev-
enth year of Mr. Clinton’s Presiden-
cy, when he longer has need for the
votes of suburban soccer moms or
the financial support of wealthy do-
nors. He has spent countless days
canvassing the prosperous precincts
of the nation over the last stx and a
half years, bringing comfort to the
comfortable and shoveling up cam-
paign contributions from equity-rich
Democrats in Beverly Hills, Silicon
Valley, Manhattan and Palm Beach.

Presidential aides said that Mr.
Clinton spent his early years in office
insuring the general welfare through
fiscal discipline and targeted tax
cuts that had cemented the fortunes
of the middle class. Now he can turn
to the 35 million Americans who re-
main mired in poverty as the tide of
prosperity lifts the boats of others
around them, they said.

*‘The fact that the country is doing
so well right now may, indeed, pro-
vide a better atmosphere for the
President to put this challenge to the
private sector,” said Gene Sperling,
the White House's chie! economic
adviser. "'In a period of prosperity
like this, a Presidential message of
bringing everybody along may be
more well received, and you may be
able 1o do more good now than if you

A tour offering the
hope of jobs for
islands of poverty.

were trying to do that at a time when
the country, when everyone around
the country, was hurting.”

Today Mr. Clinton announced $1.5
million in housing and economic de-
velopment grants to five eastern
Kentucky groups from the Depart-
ment of Housing and Urban Develop-
ment. The money 1s intended to pro-
vide improved housing for migrant
workers, job training and subsidized
mortgage loans, the department
said.

Before he spoke here in Hazard,
Mr. Clintdn stopped in Tymer, an
eastern Kentucky hamlet of mobile
homes and 100 souls in Jackson
County.

Mr. Clinton sought refuge from the
wicked heat under a spreading wal-
nut tree and spoke with Jean Collett,
48, who recently left her job as a cook
at a Dairy Queen to care for her
father, Ray Pennington, who suffers
{rom emphysema and breathes with
the ald of a portable oxygen tank.

Mr. Clinton sipped from a can of
Mountain Dew and held Mr. Penning-
ton's hand as Mrs. Collett explained
the hardships of life in their pocket of
Appalachia. Bank loans are hard 1o
come by, she said, because lenders
demand collateral, of which she has
none.’

““We don't even apply for them,”
she told the President.
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Clinton on Tour:
Battling Poverty
The ‘Third Way’

q S HE TALKED by phone from the

Clint
roots.

way" of using gov-
ernment that lles
somewhere be-
tween traditional
liberalism-and tra-
! ditional  conser-
. vatism. Mr. Clin-
ton is in the midst
of a four-day New
Markets Tour of
the country, an-
nouncing new tax
incentives and gov-
‘, ernment-backed
: loans designed to
* generate venture capital for launching

" businesses in the natlon's pockets of
. poverty.

S
RS

There are plenty of reasons to be skep- |_

i tical, even cynical, about another federal

" effort to battle poverty. But whatever its
ultimate effectiveness, this initiative rep-

. resents a nearly pure example of the kind
of New Democrat thinking Mr. Clinton
promised whei: he entered office—and
the kind he would bequeath to the Demo-
cratic Party.

“‘In some ways it's the perfect embod-
iment of the third-way philosophy,” Mr.
Clinton said In an interview. *‘What

- we're doing basically is using the gov-
ernment to facllitate a public-private ||

" partnership at the grass-roots level. It's
not government alone, it's not private
sector alone, but it's a partnership, and |
think ll will genuinely change the land-
scape.’

That, of course, remalns to be seen.
For starters, the legislation implement-
ing his initiative still has to be passed
by a Republican Congress that may not
be seized by anti-poverty programs at a
time of economic boom and 4.3% unem-

, ployment. But if Congress goes along,
. the initiative would allow both small
. and some large venture-capital firms
' that invest in low-income areas to qual-
I ify for $2 in government-guaranteed
loans for every $1 they raise privately.
Interest payments could be deferred for
five years, and entrepreneurs could get
technical help. Investors would get a
! 257 tax credit for investments in new
- ventures or community development
_ banks,

sweltering Mississippf Delta yes- [,
terday, it was clear that President | {
was reveling in a return to his !

Not his 50ulhern roots, but his roots |
as a New Democrat pushlng a “third |

! ITS CLASSIC NEW Democrat think-
ing: Marshal public resources to cre-
ate private-sector growth that gives

an opportunity (but no guarantees) to

people who help themselves. And it's de-
signed for political advantage: It appeals
to liberals by taking on a pet cause,
poverty, and to conservatlves by finding
the answer in the marketplace.
“I believe basically that this ought to
be something the Republicans would
oy love, because it
uses tax incentives
to leverage pri-
vate-sector invest-
ment In places
where they declde
¢y whether they will
make money or
not,” Mr. Clinton
said. The inltiative
got a good start
yesterday, when

Bank of America

Corp. announced
M that it is creating a

$500 million equity-Investment fund for

distressed areas. .

If nothing else, the president’s lnma-

. tive'shines a light on the changing nature

\ of poverty in America. Those longstand-

| Ing stereotypes of economic depression—

Harlem, Detrolt, Watts, the Bronx—have

to be revised. Such places still have

poverty, or course, but the list of commu-
nitles left 'behind in today’'s economic -

! boom runs more toward small to mid-

. sized citles.

*I think that the restructuring of the

American economy has tended to favor

the renalssance of the large cities,” Mr.

[Clinton sald. “'A lot of these small and

midsized citles, depending on thetr phys-

jcal location and the nature of the pre-ex-

{sting economic network, haven't gotten

the new jobs to replace the old.”

ment of Housing and Urban Devel-
pment on distressed citles llst.s a
strikingly dtwerse array of names not
“normally associated with poverty and un-
"employment: Fresno, Calif.; Yakima,
| Wash.; Beaumont, Texas; Lake Charles,
"La. “A lot of the small and mid-stzed
['cities were dependent on elements of the
"“’economy that are no longer thriving, and
“were relatively heavily dependent on a
* given factory, for example,” Mr. Clinton
4-aid,
'_' The promise of this week's initiative
n't to recreate those old businesses, but
‘!o provide seed money for new ones. Con-
"gress and the administration already
have done some of this by creating “‘em-
'powerment zones™ to give tax bregks for
‘Investments in some specific areas. Yet
many troubled towns “may never get an
‘empowerment zone, even if Congress
gives ‘me 20 or 30 more,” Mr. Clinton
noted. The new incentlves, by contrast,
.'could apply to any troubled city.
¢ Mr. Clinton's final appeal to the busi-
'ness community is a practical one. In-
vestors have been wortying for months
Iwhere the economy would find the work-
ers and capacity to keep economic growth
“humming without {nflation. The answer,
he suggests, lies in the spots America's
* boom has left behind.

q RECENT REPORT by the Depart-
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Desperation Despite a Presidential Visit

Clinton Vows to Invest in Mississippi and Appalachia

the president this week under blisteringsuns  that, $100 miltion will go into a Community
in Kentucky and Mississippl. Today, in this  Development Financial Institution, or CDFL.
hard-pressed delta town, Clarksdale Mayor  Many other firms are pledging millions of
CLARKSDALE, Miss,, July 6—President  Richard Webster made one last plea after dollars as well. B
Clinton is walking door to door among the giving Clinton a short tour of the downtown But these public-private ventures with
nation’s poor this week, offering sympathet-  that features more closed shops than open strange-sounding acronyms can g0 only 50
ichugsandannounchgm’lliomddoﬂamh ones. 4 hrinmssuﬁnxpeoplew!mhzvewiumd
newgovemmtimmt:mtolmdpri- "lhcpchyourmainmgdzysthatwe llmg.painmlexodusofjobs.youngadulu
valzimestmenuindistxmdcuumulﬁﬁn mncountbnyoutomnm\berm.'sa.idWeb- mdbopeinplacusuchuAppalad\ia.me
But when his milelong motorcade pulls  ster, a Democrat. Mississippi Delta, Indian reservations and
myfrmnachslopinlhisfourday.six- Clinton.mldnghisﬁrstv’uittoms- Watts——allolwhich(]intonisvisitingmis
sutetmn,mosewbotndbasbdbﬁeﬂyin sisippiaspraident.mlynoddcd.Henl- weektopmmtehis'NewMz.ﬂeblrﬁtia—
hispresenceareleﬂwiththemﬂntion!hat mdyhadannwnoednarlySISmﬂ]ionin tive.”
poverty is one of the nation’s most intracta-  new private investments in the Enterprise “Twenty-five years ago, o0 Fyjday and Sat-
ble problems, outliving presidents who high- Corporation of the Delta, a nonprofit agency  urday, this place was crawling with people, it
lighted it, deplored it, even declared allout  that uses federal grants to leverage privale  was shoulder to shoulder,” Webster told the
war onit. mveshnentsinbusinwsuinthisregimHe prsidmtastheymetwithahandﬁxlotbusi—
Thusﬁm‘satomholmigmﬁon.cvm soonwwldannounoelhatBankofAmeﬁa _ncaownminsideﬂxe'OooSoPrettfﬂoral
desperation, in the voices of the local offi-  would pledge $500 million in equity for busi- ghop. Outside along Issaquena Avenue, the  President Clinton shakes hands along lssaq A in Clarksdale, Miss. Helson a
cials and ordinary citizens who have greeted ness enterprises in low-income areas. Of longshuttered Roxy Theater looked like a  four-day, six-state tour of some of the nation’s most intractably impoverished areas.
prop for “The Last Picture Show.” With
some federal help, Webster suggested, the  here, he specified some of his ideas to battle Myra Tamer braved the heat towave toClin-
Roxy might be turned into a museum ora poverty."Eversimlbemmprmident.‘hc ton but said it will take more than a presi-
“working arts” center. said, “ have done what 1 could do to increase dential visit to tumn things around. Asked
Clinton, wearing a teal, shortsleeved shirt  investment in undeveloped areas through whether the national rise in jobs, wagesand |
and brown slacks, said he had overseen some the t zones, which give tax construction had touched her home town,

By Cranrzs Bapincron
Washington Post Staff Wriser
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successful renovation projects as Arkansas
governor. "1 think you can doit,” he said.

Johnny Newson, owner of 2 nearby auto
parts store, joined in the appeal to Clinton.
Here in Coahoma County, where 37 percent
of the residents live in poverty, officials need
money and expertise to attract new busi-
nesses, he said. “With a Little help from
Washington, I think you'd be proud of
Clarksdale.”

Clinton, leaning against a counter and sip-
ping a bottle of Ozarka water, nodded and
said “thank you.”

An hour later, before several hundred
cueltering people in a cabinet-making plant

credits and put tax money into distressed ar-
eas.. .mrbughgctﬁngbankswnmevigor-
ously approach the Community Reinvest-
ment Act and setting up Community
Development Financial Institutions.”

“We are goingtodocverythingwemnin
lhegcrvenunmttogivemcﬁnancia.lin-
centives neccssary for people to invest
here,” Clinton said. "I am making this tour
of America for one simple reason I want ev-
erybody in America to know that while our
country has been blessed with this econom-
ic recovery, not all Americans have been
blessed by it.”

Many in Clarksdale agree. Retired teacher

she replied: “That doesn't fit Clarksdale,
none af the above. We need mur= job oppor-
tunities, more transportation.”

Beatrice Spencer Burton, 50, was more
hopefd. “1 came down because 1 had been
praying to the Lord to have a president to
have mercy on Clarksdale,” she said. "Thisis
a blessing from God. This isa turning point

Charksdale.
Clil.onmdedhisdaywimaspeedlin
EaslSleis,m..whereheuﬂedlorin—
creased privatesector investments in hard-
pressed urban areas. He then flew to Sov*
Dalota to visit the Pine Ridge India~
wvation on Wednesday.



Inner-city residents’ spending
outpaces number of stores

By Susan Page

USA TODAY A\

EAST ST. LOUIS, L — In-
per city residents have more
money to spend than stores In
which to spend it, a govern-
ment study said Tuesday. -

The Housing and Urban De-
velopment survey of loner cit-
fes shows residents had retall
purchasing power of $331 bil-
lion last year, one-third the $1.1
trillion for the overall cities.

But in 48 of the Inner cities
studled, retall sales in the com-
munities were $8.7 billion less
than residents’ buying power.
The HUD study was released
here by HUD Secretary An-
drew Cuomo, who is traveling
to some of the pation's poorest
places with President Cllaton to
spotiight opportunities for cor-
porate America

“America needs to wake up
and recognize that the best new
market for American products
and for American investment is
right here in the US of A,” Clin-
ton said at Clarksdale, Mlss,, in

the Mississipp! Delta.

Though inner citles often
have lower per-caplta income
than other communities, the
density of the population offers
concentrated spending power,
the study shows.

For instance, in New York,
Harlem’s annual retail demand
for food and apparel of
$116 million per square mile s
more than twice the metropol-
itan area’s rate of $53 million.

“This is incredibly valuable
research that has documented
both a problem and an oppor-
tunity,” says Michael Schill, di-
rector of NYU's Center for
Real Estate and Urban Policy.
Businesses sometimes have
hesitated to &pen stores in
inner cities because of concern
about crime and nervousness
about acceptance.

“As the suburbs become sat-
urated (with stores), the place
to look now is inner citles,”
Schill says. The new stores not
only could create profit for the
companies but also could offer
inner<city residents Jobs and

the chance to buy better goods
at better prices.

Inner cities are nelghbor-
hoods with high rates of pover-
ty or lower incomes than the
citles that surround them.

Clinton urged Congress to ap-
prove tax breaks and other in-
centives to encourage invest-
ment in places where high
rates of unemployment and
poverty have defied the nation’s
strong economy.

In East St Louls, Clinton
toured a Walgreen's Drugstore
that opened last month, the first
store of its size to open in the
distressed city in 40 years. The
HUD study says people in East
St. Louls had $227 million In
purchasing power last year but
spent just $177 milllon of it
within the city.

Today Clinton goes to the
Pine Ridge Indian reservation
in South Dakota and a food fac-
tory in Phoenix. Thursday the
tour ends with visits to Watts in
Los Angeles and Anaheim.

» Gap In selected cities, 7A

Inner city ‘retail gap’

A Housing and Urban Development study of 48 “inner cities” found a signif-
icant gap between the “purchasing power” of residents and the amount of
business done by retailers in those neighborhoods.. The study calls the
communities “undiscovered territories for many businesses® becausa it ap~
" pears that r_esidents would spend rmore money in thelr own neighborhoods
if more businesses were located there. HUD subtracted each community's

estimated retail sales from its estimated purchasing power, producing a 2
“retail gap™ — the percentage of unused spending power. The findings for %3
10 specific inner clties: (All numbers are in millions of dollars except the per- ~
centage category.) Story, 1A >
; -
Estimated Estimated 3
T A 1998 retall purchasing -~ Retall : >
Inner-city srea sales power gap Percentage pod
Jacksonville, Ark. $15 $57 $42 74% 8
Watts (Los Angeles) $779 1,225 5446 36% Li’
New Haven, Conn. $708 1017 $309 0% 2
Newark, N.J. $1,675 $2333___ $658 _ 28% N~ F
Bethlehem, Pa. $114 3144 - $30  21% T
Chicago $13257  $15823  $2266 _ 15% 3
Stockton, Calif. $990 1,120 30 12% 8
Washington $3,894 $4273 p379 9% =
Detrok 4970 85411 ST 6% ]
Utica, N.Y. $314 . §340 | %

Souros: Canertmart of Mousing end Uroen Deveisprment

$26




ELES TIMES
1) Page 1 for Wednesday, July 7, 1999:

_ page:

uls 1-3: News feature on Laotian tmmigrants moving at a
date with art.

Col 4: When President Clinton visits Watts as part ofa
tour showcasing poor neighborhoods and efforts to fix
encounter 2 Los Angeles community vastly different
seared by fires and rioting three decades ago. (with
WATTS, moving Wednesday.)

Col 5: On the second day of a four-day tour of the United States'
pockets of poverty, President Clinton repeats hig/nantra of the
week, that the economic boom of the 1990s hag'yet to reach the
poor. (with art) (CLINTON-TIMES, moved.)

Col 6: Ehud Barak is sworn in as Israel's
vows to forge a ~'peace of the brave” wil
neighbors. (MIDEAST-TIMES, moved

ew prime minister and
his small country's Arab

Above the fold:

Cols 2-3: A burgeoning grass-rgpts movement to drive Yugoslav
President Slobodan Milosevic frgm power gains momentum as
thousands of Serbian men, worden and children defy police
intimidation and a decade of fgar to pour into the streets here in
Serbia's far west and in a key southem city. (BALKANS-
PROTEST, moved.)

Below the fold:

Col 2: On the third gonsecutive day of torrid temperatures and
muggy humidity on fhe East Coast, there are scattered blackouts,
transportation tie-yps and widespread misery across the region.
(HEAT, moved.)

Bottom of th¢ page:

frmer South Korean President Kim Young Sam once
tion *“the Korean discase”; now his successor, Kim
Dae Jung s facing a series of explosive scandals and finding it as
hard as eler to eradicate the long-bemoaned, entrenched culture of
influenge peddling, cronyism and payola. (KOREA, moved.)

Colf 5-6: National news feature moving at a later date.

linton Continues Call for Domestic Redevelopment
By James Gerstenzang s
Los Angeles Times
—EAST-ST:LOUIS, TIL-
wa y the cotton and soybean fields of the Mississippi
Delta Tuesday and toured the Walgreen's in this blighted city,
which sits across the Mississippi River from the gleaming arch of
St. Louis but lives a world away economically.

On the second day of a four-day tour of the nation's pockets of
poverty, the president repeated his mantra of the week, that the
economic boom of the 1990s has yet to reach the poor.

**1 want everybody in America to know that while our country has
been blessed with this economic recovery, not all Americans have
been blessed by it, that it hasn't reached everyplace,” he said.

But even in some of the communities Clinton is visiting this week
as he travels from one downtrodden community to the next, there
have been signs of improvement.

Here in East St. Louis, for example, a local supermarket was
opened several years ago, and a bond fund is financing a new public
library, the first public construction in a quarter-century.

And then there's the Walgreen's.

The last time a national chain opened a store here, there were no
computcrizcd cash register scanners. Indeed, there were no
clectronic cash registers. That was 40 years ago.

Clinton and the Bank of America used the recent opening of the
drugstore to tout a $500-million fund that the bank said it would
invest in just such inner city, and comparable rural, projects.

**That's real money," Clinton said.

The Bank of America plan, announced by Cathy Bessant, the
bank's president of community development, is seen by the Clinton
administration as symbolic seed money for the investment
community: It tells potential investors that a major financial
institution is willing to put large sums into previously ignored
communities.

Behind the investment is a conviction that money can be made
even in some of the nation's poorest communities, Bessant said.

**There's real money to be made in these markets," Bessant said.
**Booming markets are what it's about, regardless of geography.”
Bessant, along with other executives, joined Clinton Tuesday in the
northwest Mississippl town of Clarksdale, and flew with him
aboard Air Force One to East St. Louis.

Clinton is touring the nation's most blighted communities to
promote legislation that would provide tax-reducing incentives to
businesses doing business in impoverished areas. It is intended to
provide as much as $15 billion in incentives for domestic
investment much as is offered to the private sector seeking to buil:
operations overseas.

But even some of the most devoted adherents to Clinton's
approach
Bessant among them readily acknowledge the uphill road it faces

**It's costly business, it's tough to generate,” Bessant said of the
start-up work involved in building business in distressed cities anc
rural towns. .

And Richard Huber, chief executive officer of Actna, the
insurance giant, who joined Clinton in Mississippi, said: ~'If there
isn't economic reality, it's not going to happen.”

The Bank of America likens its investment to venture capital
funds, rather than loans. It would pump moncy into such projects
real estate development, and developers, into community
development ventures and those behind them, and perhaps assiste
living residences for the elderly in rural areas, Bessant said.

East St. Louis and Clarksdale, the urban and rural sides of the san
coin depicting seemingly intractable pockets of poverty, couldn't
provide a tougher test.

In the last 25 years, East St. Louis' population, 38,595 in 1996,
has declined 45 percent. In 1990, the population was 98 black. In
1998, the unemployment rate was 9.6 percent, more than twice th
national average, while the rate in the ncarby suburbs was 3.5
percent, and 44.3 percent of the population was living below the
poverty line.

Clarksdale's statistics are similarly bleak: The poverty rate,
although declining, was 37.4 percent in 1995, the most recent y¢i
for which U.S. Census Bureau data is available, and the
unemployment rate was 10.4 percent in 1998.

The challenges posed by such conditions notwithstanding, the
federa) Department of Housing and Urban Development issued 8
economic report Tuesday that found that many retailers were
"*missing major profit-making opportunities” by failing 10 invest
the poorest communities that are, like East St. Louis, dramaticall
under-served by supermarkets, department stores and drug store:




Clinton, in Mlinois, sees ‘great promise’ in imp

By Ann Scales
GLOBE BTAFF

EAS'I‘S"I‘.LOUIS,II].-Mldwnythmugh
his four-day antipoverty tour across Amer-
jca, President Clinton came to thia small,
struggling city of 88,000 people along the

M!misslppiRivaryuterdnytohaﬂtheupen—_

ing of a Walgreens drugstore, &0 event that
usually does not prompt a presidential visit.

Butﬂxestoretsputofanewnhopplng
center, the to be built here since the
1960s, and to Clinton it is a ghining example
of the profit-making opportunities in low-
and moderate-income {nner-city neighbor-
hoods for businesses willing to locate there.

Standing atop a makeshift stage in the

parking lot of the glittering new store, Clin-
ton said, “We see in this community both
poverty and great pramise.”

He added, “We're all going to have to
wnrkhnrdntﬁd&Nobody’ngotaIlthean—
swers. Thers I8 no magic wand. But we know
one thing: People make these investments
one at & time.”

Clinton came armed with a new- federal

‘America needs to wake up and reco

gnize that the

best new market for American products and for new
American investment is right here in the US of A’

P——
PRESIDENT CLINTON
On antipoverty tour .

smdybytheDepmuemofﬂonsﬁ:gmd
Urban Development that shows such com-
munities are “under-retafled,” meaning sales
fall significantly short of the residents’ retail
purchasing power.

The HUD report, titled “New Markets:
The Untapped Retail Buying Power In
America’s Inner Citles,” said the retall pur-
chasing power of low- and moderate-income
neighborhoods was estimated at $381 bilion

last year, or one-t! of the $L.1 trilion to-
tal for the central cities that include those
neighborhoods.

Amongﬁinn@dtymwhmmm
found a retafl gap and where 20 percent or
mmofthepopulnﬂonnvuhpdvu'ty,the
totnlshartfa.l]la.styurwus&'lb{ﬂlm

which equals the purchasing power minus
sales.

Of those areas, six were in Masaachusetts
- Gloucester, Lowell, New Bedford, Wal-
tham, Westfield, and Yarmouth. The study
ghowed Westfleld with the biggest gap be-
tween the purchasing power of its residents
and retadl sales, 2.7 percent, while Glouces-
ter had the smallest, at 0.2 percent.

Despite the huge buying power among
irmer-city residents, the study said they of-
tznm\mtmdmpmhaseslnsuchplseeau
subm'bm_mxllsbecﬁusemmmwofewre-
tafl stores in their neighborhoods.

- In this city where the unemployment
rate last year was 9.8 percent, more then
twice the national average, and the poverty

|
overished city’s new Walgreens

rate s 443 percent, even s Walgreens store

‘that employs about two dozen people i8 con-

sidered good news. .

It was the latest stop on Clinton’s six-
gtate tour of impoverished areas to promote
greater public and private investment in ur-
ban and rural areas.

Traveling with a small band of corporate
CEOs and members of Congress and his
Cabinet, Clinton is touting these areas as &
way to keep the economy strong through job
creation and lowering of unemployment.

“America needs to wake up and recog-
nize that the best new market for American
products and for new American investment
is right here in the US of A, he told a group

of entrepreneurs from the Mississippt Delta |

in & roundtable discussion earlier yesterday
in Clarksdale.

Some companies apparently are listen-
ing. Yesterday, the Bank of America an-
nounced it will commit $500 million of equity
to support community development in poor

areas,
And Greyhound Bus Co. and Federal Ex-
press annnounced & new partnership that

oV
ol Lkl
9 NOLSOS]

will provide tranaportation connecting work-
ers in Clarksdale to jobs in Memphis, about
100 miles away, for a round-trip fare of $4.

The White House pledged tens of mil-
lions of dollars in grants to community devel-
opment organizations across the country.

During his visit to Mississippi, Clinton's
first since he became president, the presi-
dent got an earful from Clarksdale Mayor
Richard Webster and other business owners
who seemed to be looking for the federal
government to do more.

Standing inside the Ooo So Pretty flower
shop, Webster made a pitch for federal aid to
the distressed business area. During & walk-
ing tour through downtown, the president
passed 8 two-block stretch where nearly all

" of the shops, restaurants, bars, and the mov-

{e theaters were ghuttered or abandoned.

During the round-table discussion, Clin-
ton said he would present Congress with de-
tails of a $16 billion plan to invest in eco-
nomically depressed rural and urban areas
over the next five years as part of his “new
markets initiative.” .

O
L
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Clinton, in Poverty Tour, Focuses on Profits

By JOHN M. BRODER

EAST ST. LOUIS, L, July 6 —
Nothing motivates business like the
prospect of profits.

That is the fundamental message
underlying President Clinton's tour
of the nation's impoverished pre-
cincts this week. Government tax
credits and loan guarantees are fine
as far as they go, Mr. Clinton says at
each stop, but corporatlons are not
going to invest in the Kentucky high-
lands, the Mississippi Delta or poor
East St. Louls without hope of a
decent return.

Mr. Clinton drew attention to the
opening of a new Walgreens drug
store here In East St. Louls — one of
the first new retail businesses to
open in this struggling Mississippl
River town across from downtown
St. Louis in 40 years — as an example
of a corporation taking advantage of
the new markets avatlable in the
United States' poorest regions.

**Hey,” Mr. Clinton told a crowd of
several hundred in the parking lot of
the Walgreens store as a thunder-
storm threatened behind him, ‘‘there
are business opportunities out here.
1{ you have people who want to go to
work and people with money to
spend and they’re both in the same
place, it's a good place to invest.”

**Government's not going to do it,”
Mr. Clinton continued. **Nobody’s go-
ing to put money here if they think
they're going to lose it.”

That calculation animated Bank of
America, which today announced the
formation of a $500 million *'catalyst
fund"' to make equity investments in
businesses in poverty-ridden areas.
The fund will buy stakes in inner<city
and rural real estate projects, urban
shopping malls, job-training facili-
ties and other ventures that the bank
hopes will have a cascading effect on
the areas they serve, a bank official
said.

“There’s real money to be made in
these markets,”” Cathy Bessant,
Bank of America's president of com-
munity development, said in an in-
terview today. “‘All businesses go
where profits are easier, and we be-
lieve there are booming markets
here, regardless of geography.”

Ms. Bessant, who is traveling with
Mr. Clinton, sald that traditional
lenders were reluctant to lend in
distressed areas because of false
perceptions of risk and the lack of
established lending relationships

with inner<city entrepreneurs.

The Bank of America fund is In-
tended not only to make money for
the bank’s shareholders, but also to
inspire other lenders and venture
capital firms to help in the revitaliza-
tion of areas starved for {nvestment
capital, she said.

The President’s ‘‘new markets”
proposal, i passed by Congress,
would help protect Bank of Amerl-
ca’s Investments against losses by
providing tax credits for new busl-
nesses and Federal guarantees for
matching loans to such enterprises.

‘“The goal iIs not to ask people to
make charitable contributions,” said
Gene Sperling, the White House chief
economic adviser, *‘but to make

The President sees
opportunities in
impoverished areas.

companies take a second look {n our
own backyard where there could be
profitable business opportunities
while also helping rebuild communi-
ties that have been left behind.”

Mr. Clinton stopped in Clarksdale,
Miss., in the MIssissippi Delta before
flying to East St. Louls late this af-
ternoon. He walked through Clarks-
dale’s desolate downtown and visited
a small manufacturing plant recent-
ly rescued from bankruptcy.

““This is a good business opportuni-
ty here,”” Mr. Clinton said at a pollcy
discussion at the factory, owned by
the Waterfield Cabinet Company. *“If
we cannot fully develop the Delta
now when we have the strongest
economy in our lifetime, when will
we ever get around to it?"’

Andrew M. Cuomo, the Secretary
of Housing and Urban Development,
who is traveling with the President,
released a report today on -the un-
tapped retail market of the nation’s
inner cities.

The report concludes that cities
llke East St. Louis, which have seen
their retall bases evaporate over the
last several decades, have more than
$300 billion in pent-up retail demand,
presenting an enormous opportunity
for retailers like Walgreens.

With neighborhood stores shut-

tered, lnner-city residents are driv-
ing to the suburbs to shop, buying by
mail, or, in some cases, shopping
over the Internet.

East St. Louis has seen a shght
revival in the six years since a river-
boat casino arrived here, docking
along the grimy riverfront. The riv-
erboat is second to the local hospital
as the largest employer in East St.
Louls and has brought 1,200 jobs and
some spark to this predominately
black city of 42,000 people, though the
city Is still one of the poorest in the
nation.

“Now is the time to use Govern-
ment to tap those markets,”~ Mr.
Cuomo sald in an interview. He said
that Mr. Clinton waited this long to
make a major push for inner<ity
and rural economic development be-
cause only now does he have the
economic and political clout to pull it
off. Also, the electronic revolution
has changed the nature of business,
making it possible to conduct all
manner of commerce from virtually
anywhere on the globe.

“*He couldn’t have done this six or
seven years ago,” Mr. Cuomo said of
the President. *‘He has the economy
at his back, he has credibility in his
Government and business is more
mobile. These high-tech guys can go
anywhere. They don't need water.
They don't need ports. They can
move to Appalachia, they can move
to East St. Louts, they can move to
the Bronx.”

Clinton to Take In Soccer

EAST ST. LOUIS, IlL, July 6 (AP)
— President Clinton decided today to
extend his seven-state trip across the
country through the weekend so he
can attend the women's World Cup
soccer championship in California.

The undefeated American team
faces China in the championship at
the Rose Bowl in Pasadena.

Mr. Clinton attended a semifinal
game last week outside Washington
as the United States defeated Ger-
many to advance to the finals.

The White House press secretary,
Joe Lockhart, said .the women’s
team had invited the President.

“I think, like all Amerlcans, he's
been caught up in their success and
wants to be there personally to cheer
them on,” Mr. Lockhart said.
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even in some of the nation’s
est communities, Bessaht sal

President Clinton shakes hends

him aboard Air Force One to East-
8t. Louda,

Clinton is touring the nation's
most blighted communities to.

.pondm;-dmnlllmendcdw

provide as much as $16 billion in
incentives for domestic invest-
ment.

But even some of the most de-
voted adherents to Clinton's ‘ap~
proach—Bessant among them—
readily acknowledge the uphtli

road the plan faces,

*Tt’s coetly bustiness, {t's tough
to generate,” Bessant said of the
start-up work involved in buflding
business in distressed cities.and

satd,  rural towna

And Richard Huber, chief ex-
écuttve officer of Aetna, the insur~
ance giant, who joined Clinton in

" Missiestppt, satd that business will

not go where it cannot make 8
profit. .

In Mississlippl on Tuesday.

“If there iant economic reality,

it's not going to happen,” he mid. .

The Bank of America lkens its
investment to venture capital
funds, rather than loans. ' would
pump money into such projects as
real estate development and into
community developroent ventures
and and perhape assirted-itving
residences for the elderly in rural
areas, Bessant said

How. Clinton's socalled “new
markets” tax credit would work Is

not yzt clear. But organixations -

struggling to raise capital to in-
vest in poverty-stricken aress say
that the tax break would give
them a much-needed boost:
”Ihlnw‘oto[m]h!mmn
today and say there is no tax re-
lief for you,” sald Shar{ Beren-
bach, executive director of the
Calvert Foundation, based tn Be-
thesda, Md “What this tax credit
would do Is . . really help to

broaden w‘h.lt_h now only a trickle

of capital.”

TODAY
Speaks to Pine
Ridgs Indians in
South Dakota.

o Tours food
factory In Phoenix,

THURSDAY

College in LA.;
Addresses National
Academy in Anahelm.

“ The nonprofit foundation acta

as a bridge between capital mar
kets and disadvantaged communi-
ties, and has ralsed nearly $10
million in private capital.

“If this tax package comes
through, [investors] would get the
benefit of a 6% returmn,” saving
the Calvert fund money it now
payt out in interest, Berenbach
sald “Tt would completely trans-
late into cheaper funds.” East St.
Louls and Clarkadale, the urban
and rura} sides of the same coin
depicting seemingly intractable
pockets of poverty, provide a
tough test.

Consider this city: In the Jast 25
years, the populadon—38,595 (n
18096—has declined 45%. In the
1990 census, the population was
88% African American. In 1998,

. the unemployment rate was 9.6%,

roote -than twice the national av-
erage, while the rate tn the near-
by suburbe was 3.5%.

In the city, 44.3% of the popuh-
tion was living below the paverty
line, 16% of the residences were
vacant in 1990, and housing stock
had decreased 39% in the previ-

_ous 20 years.

Los Angelws Times

Clarksdale’s statistics are simi-
larly bleak: The poverty rate, al-
though declining, was 37.4% tn
1995, the most recent year for
which US. Cénsus Bureau data is
available, and the unemployment
rate was 10.4% tn 1998,

‘The challenges posed by suth
conditions notwithstanding, the
federal Department of Housing
and Urban Development issued
an economic report Tuesday that
found that many retallers were
“misstng major profit-making op-
portunities” by failing to invest in
the poorest communities that are,
tike East St. Louls, dramatically
underserved by supermarkets, de-
partment stores and drugstores.

It argued, for example, that in
Watts in Los Angeles, retail sales
fall $445.5 million short of the re-
sidents’ estimated purchasing
power. In more prosperous Long

* Beach, Calif., it found, this gap—

measuring the difference between
fta estimate of potential and ac
tual sales—was $112.1 million.
Tioves staft writer Loe Romasy in Los An
goivs suntributed to this stery.
»
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A New Watts
Awaits Visit
by President

u Cutture: Once a gateway
for Southern blacks, area
has been transformed by
an influx of Latino
immigrants.

By MATEA GOLD
TOMPS STASY WRITER

When President Clinton visits
‘Watis on Thursday as part of 2
national tour

of Latino immigration that has
radically altered the ethnic

Y

Y
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Iy Sohnalien Woods, 16, says he would like to see more jobs for Watts.
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WATTS: Cbtﬁblex, Cbntnadict_ory i

Continued from Al
bullt around the famous Watts
Towers, now under renovation.

But some residents complain-

that promises of significant eco-
nomic investment made after the
1992 civil wirest have not panned
out.

*There's been a lot of money

ydumpedthhway.but-

supposed].

it's not trickling down,” sald
Daode Sherrills, 31, & community
activist who lives in the Jordan
Downs housing projects. *The
government made a lot of prom-
ises ... but nothing crystal*
lized.” )

Added Sweet Alice Harrls, a
longtime community activist:
*We still have a generation of un-
trained young people. We have to
build up their hope.”

Signs of Rebirth,
Signs of Stagnation

Conaclous of the images of
burning buildings often conjured
up by the name “Watts,” rest-
dents sald they hope that when
. Clinton visits, he will have a
chance to see today’s Watts—a
complex and often contradictory
place.

On Santa Ana Street, near the
Metro Blue Line tracks, & row of
new two-story, stucco homes have
sprung up. “Santa Ana Pines:
New Hemes for a New Watts,”

the sign at the sales of-
But around the comneft, chil-
dren splash in water spraying
from a fire hydrant in front of sag~
bungalows. Nearby, empty

lots are strewn with trash.  ~

* At the Martin Luther King Jr.
shopping center, a neat euburban-
looking complex bullt in the
1580s, Latino and black families
mingie as they shop at a large
grocery store. Across the street,
teenagers surf the ‘Web on com~
tn new Alma Reaves

00ds 1brary. But about a mile
the south, groups of unem-
joyed men hang out in front of
cnder-block apartments in the
Nickerson Garden housing prof
_ects, grumbling that their oppor-
tunities remain limited. .

i

2.5

Despite the promises made af-
ter the 1992 riots, many complain

- that real i¢ transfor

hasn't come to Watts, where the
average per capita income in 1998
hovered around $5,000, compared
with about $18,000 Los Angeles
County overall. Until there are
enough jobs, residents sy, the
shopping center and new civic fa-
cllities merely mask the poverty

 gripping the community.

“We're extremely underdevel-

. oped,” sald Janine Watkins, a di+ .-

rector at the Watts Labor Com-
munity Action Committee.

“"We've got a new library and

¢tvic center . . . but in regards to
business and employment in.the
ares, it's sull really limited. This
area s still neglected.”

The ltst of needs is familiar to
many urban areas: job training,
well-paylng employment, child
care, affordable housing and
loans.

, But several grass-rools
business efforts launched after
the 1992 civil unrest flzzled out,
including ventures such as Handa
Across Watts and Playground, an
athletic shoe store and communi-
ty center Clinton -visited while

. campaigning for president.

Government-backed programs
intended to jump-start economic
growth have had mixed results. A
glate enterprise zone created In
1988 that awarded tax breaks and
other credits to local businesses
created few jobs. '

Some community leaders are
also critical of efforts made by the
Community Develogment Bank,
saying the nonpro t Lnstitution
designed to make loans and
stimulate investment has not pro-
duced change locally.

Los Angeles was awarded a fed-
eral empowerment zone last year,
after losing a bid for one in 1994,
The program will provide tax
credits and incentives to business-
es in Watts and other poor areas.
That designation, along with
Mayor Richard Riordan’s creation
of a tax-free zone in the arew, has
helped sphrk Interest in investing
in Watts, said Dan- Margolls, &
spokesman for the mayor. How

ever, the federal empowerment

. tax bresks won't kick in until

The slow progress has made
many Watts residents skeptical of
any more promises the president
might make Thursday.

“It ain't going to help us that
Clinton i down here,”
gald resident Gregory Jones, 34,
ds he sat on some steps In

. Nickerson Gardens on a recent

afternoon. “Hell just suggest
some things and leave.”

The lack of economic opportu~
nity hai 'also caused some {riction

the newcomers as a threat, saying
that immigrants work longer
hours for less money. Interractal
violence has plagued the local
schools and the housing projects.

“Some people were . wrongly’
that Latinos were here *

pe

wukolhe)oblandprppeﬂlelof
African Americans,” sald Arturo
Yoarra, head of the Watts/

Century Latino Orgenisation.

“That soméetimes caused misun

derstanding, conflict and confron®
“tation.”

From its base in an old liquor
store that was turned into & com~

" rounity center, Ybarra's group

brings together Latino and Afri-

.can American parents to deal with

{ssues at the local schools. The

_700-member group partners with

other community organizations to
for gang prevention and cultural
awareness programs. And it spon-
sors an annual Cinco de Mayo pa-
rade that draws thousands who
come to see the mariachis, blues
bands and traditional Astec and
African dancers.

“As Latinos and African Amert
¢cans, it 1s important to learn about
our historles,” Ybarma sald. “We
are sharing the same social cond!-
tions, the same space.”

Although the community has
changed, Ybarra does not think

outsiders have an altered
view of Watts. He is pessimistic

* that Clinton will address Latino

concerns about immigration and
other issues during his visit. -
I think he still has the wrong

. perception that Watts and South-

'

GO I Sl S o smams —

eas,” he said. "Someone has to tell

him there are new dynamics, new

challenges, new needs of the com-
. 1

m s

Now, the tuture of ‘Watts may
be people such aa Glorla Soltero,
who lives in a snug pink house in
ke shadow of the Watts Towers.
She and her husband, who shines
shoes for a ltving, moved {from
East Los Angeles 10 years 2go,
looking for an affordable home.

Goltero thinks the government

. needa to pay more attention to

the community, but in general,
says Watts is a great place to Uive.

-The nelghborhood- has become

gafer since a 1992 gang truce, she

- says, and residents take pride in

thelr homes,

She counts her A!‘dcan Ameri+ *

can next-door neighbor among

-her good friends, and gazes with
_pride at the colorful spires of the

atts Towers that rise up in front
of her porch.

. “Jt's like the Statue of Liberty,” -

she sald. "We're lucky to live
here.”

' Yourig people can piay computer games and surf the lr;\emet on e

. BOB CAR)
quipment at the new

m
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By Jennifer Peterka
Textay slelf

v, o Bl Bl B d
yean xso, the Bellaon i i
wile, 'f:'dlle. t theic same on e
Oglala Sioux Tribe Housing Commis-
sloq list for Housing end Utben Devel-
opmcnt bous

ncuts st oaly $50
a month, the bome plumbing and
heal. There §s also Tidde room for much
elsc afier the family has cammed in (wo
teds, a reftigerator and a gas sove the
amily wges lor cooling and to heat the
home in winker Aa outhouse, recently
dorated by the National Aswociation for
Amcricos ladsan Children and Bldeas, is
"'?“"‘J.i’kfi‘.‘:n“ desperuic to ha

o 51y y is ¢ ta have
a new home s an undopstatement.

“| bave even Nicrally had (0 dnse
dawn the hougng commissiance Lo find

-

"We aced » bause, We Live day by
dny.hcpi:ffori:bed.hdnmme
space is ol we need,” ssid Luxille Blue
Bird, 31. “Ouroldca dauglrer is now 12
and she really naals sone pavacy.” She
and other fwmily membes urpeaty want
10 escape the home where the cailing
o and beaks, hocause of adla and
witer damage.

Lven if the family was given lhi
nappoaunity o duy a aew or cven used”’
hume, they aren’t sure they would be
able 1o make the monthly house pay-
nonly

77y o

Housing nee

Zona Fills the Pipe, 91, was also
presanl when Prasléant Calvin
Codlidge visied e msenation in
1927.

fives "There 3 very few jobs hore.”
As wacmplayneet. rate of nearly 75

peroent kaves many (amilies ta cxist on

govemment o inhal assidance par

gwms.

“The Blue Dinds are wal the only Fine
Ridge residents sa share (his senument.
Dunng President Clinlon’s visit he
tourcd the Igloo Housing community
whore he mad with famifics who hal as
many a5 28 poople fiviag in one o

Thousands of members of the Oglal:
Siox Tribe live with more fortunat
family and extended famly.

iospaye,” Lakola for familicy tak-
ing care ¢f their own, # & traditional aa
that reauls in a (ypical houschald of
3«51mhn 10 memixets, ofter up to 20 or

Tribal housing officials estimacc
more than 4,000 are aceded to
addreys the bousing problam on the
sescrvalion, made even wooe by the lor
sado hat atruck the rescrvation's Oglala
communily in eady Junc.

President Clinten scemed visibl
noved by the living conditioas of chil-
dren he was mmmﬁ to stay in
school, £o on 16 college and tahold oa to
and live out their drcams.

Parents  cagedy lold the prosident
how faor they had 1o go o make ends
med ad many said would ralber
have a job Lkan live on govemment assis-
wea.

“I have scen today nat only poverty
~but promise and | have scen cnoemous
courape.” be sud

et e s ety 75 perean. T

oyrnent Rie is acarly

gmgaﬂwhnwdonmﬁngw
dngﬁuudda k aow”

¢ can a0l g un6l wo do baer
mllryin\ehadmooshwhavuohw
esults. We can glo betier ... We will do
our part. You suffercd from neglect
ond you know that dosa’t work You
have also sulfenst from the tyranay of
patronizing aad inadequately funded
governnwenl prograns amd you kaow
tht dacsn't worke ™

A federl4ribut housing am is
helping Mamilies buy sewly buill e~

Picase scc Houglng A2

. and coonomuc development
‘ wcqmdoudr.ﬁnekidgcm-

ds are
top priority

The i of President Bl
Clintoa’s it o aa Indian reservadion
— the fict fime 8 sining president has
gt by e prasnce o mor
gﬁm dzad i) officials from
acrag (he paion
A Hausing and Utbm Developrment
d summit 3

valion coincided with the president’s
visil

Chairman Tex Hall of the Theee
Affiliated Tribes in Nonh Dskota
sitended the July 7 gathering and was
also at a May 12 ineeting & the
Whilc House aloag with other bl
officals from the Arc and
some from Montana, The White Housc
mecting Wes nted and broy
encumgement (o these who all
accordiag to many poogle Who were

h';-bal\ the presidenc’s visit, Hall had
s 3 few days ago, Brasident Qs
toa removed the tald engle from the
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Clinton Visit Shows Depth of Poverty on Sioux Reservation

u Economy: He s the first president in 60 years to
visit tribal lands, but many Lakota doubt that his
dttention will make a difference in their lives.

By JAMES GERSTENZANG
TIMES STAPY WRITER

PINE RIDGE, 8.D.~In the heart of the Badlands Wednesday,
President Clinton encountered some of the worst of American
poverty. E

Clinton was the first incumbent president to visit Indlan tribal
lands since Franklin D. Roosevelt made a quick stop ata Chero-
kee reservation in North Carolina in 1938, the White House gaid.
Clinton spent 3% hours at the Pine Ridge Indian Reservation,
site of what Housing Secretary Andrew Cuomo called “probably
the most extreme case of poverty” inthe country.

What he encountered were grim statistica and anger about
unkept promises. )

The White House presented the day as a “natlon-to-nation”
visit, in which the president of the United States met the presi-
dent of the Oglala Lakota nation. Sensitive to Native American
teelings, Clinton spoke a word ot two in.the Sloux language dur-
ing a speechi, his attempt so appreciated that members of the
audience cheered even when he announced he was about to try.

But some of his hosts remained skeptical—and angry that Na- .

tive Americans, o long in the background of American Itte,
were again being used as a backdrop, this tme for a president’s

- poverty tour.

“There have been generations of broken promises,” sald
Butch Denny, dent of the Santee Stoux Tribe in neighbor-
ing Nebraska. “It's hard to get me hook, line and sinker.”™

Clinton was greeted by Harold Satway, president of the Oglala
Lakota nation. The tribal leader wore a prilliant bonnet of red,
black, white and yellow feathers, and a business sult as he intro-
duced Clinton. . : :

During the visit, the president “gat with a tearful Geraldine
Blue Bird on Her front h and heard how she lives, She buya
school shoes for her children on a layaway plan. She shares a

home and the trafler next to ft—with a total of five bedroome— .

with 27 members of her extended family. She keepe the heat
turned off in the bitter winter of the Great Plains because it
costs $50 to bring a propane truck to her neighborhood. She oc~
casionally sells tacos and takes the menager profits to & neighbor-

"hood store to put more money down on the basics she needs but

can never quite afford. .

Clinton responded by telling Blue Bird: “I sit around in Wash-
ington and try to imegine how in the world they make ends meet
when nobody has a job.” .

It would really mean a lot to evetybody,” the 44-year-old

Blue Bird eaid, “if we could get joba.”
Pine Ridge was the fourth stopona Rresidentm crosa-country
tour of impoverished communities le behind during the eco-

nomic expansion that began nearly seven ye'arc ago.

The Shannon County, 8.D. reservation, home to 38,000 people,
18 & portrait of poverty. The median income of about $17,000 an-
nually s about $20,000 below the national average, and 46.7% of
the county’s population lives in poverty. According to a Harvard
Univeraity study, ife expectancy here {s 45, lower than that of
any group in the United States. Natlonwide, the unemployment

rate has been below 5% for two years. Here, it s 73%, a figure

Clinton declared “appelling.” .o

There are no banks within the borders of the 2.3 milllon-acre
reservation, and no public traneportation. Only one Industry;
which makes uniforms, employs more than a few people in Pine
Ridge Viliage, the White House said. B

For Clinton, the visit offered a carefully crafted opportunity to
spotlight government programs Intended to begin to tackle the
poverty that has grown since Native Americans were offered re-
fuge on reservations more than 100 years ago, )

] have seen today not only poverty but promise,” the prest-
dent said in his speech to several thousand residents on the cam-
pus of Pine Ridge High Schodl, 20 years on a construction list
but completed only three years ago.

Clinton atso came with some asslatance: a $1.5-blllion expan-
sion of government housing loans In Native American communi-

ties, a $650-million investment plan to finance housing for 7,500 -

familles in South Dakota, an “empowerment zone,” granting tax
incenttves to investors in Pine Ridge, and a pledge of $3 million
from the Federal Natlonal Mortgage Asmn,, the quasi-govern-

ment housing loan agency. In detailing these plans, he pointediy

noted: “You have all heard years of pretty wotds.”
But Milo Yellow Halr, the tribe’s land director and former
tribal vice president, told a reporter he is dubtous. ““We hope it's

more than prom!ses. We've had plenty of thoge. We want some- ~

thing to take home to our children and say, "There is hope in
Amerfca.” o

Clinton's proposal “makes sense for middleclass America,”
Yellow Hair sald. But, he added, It may not work to encourage
long-range outside Investment in communities where there is no
established system té distribute products, ‘where the nearest
Interstate highway is 100 miles to the south (Clinton arrived by

"Marine Corps helicopter) and where the federal government

owns nearly all the surrounding land as far as the eye can se¢
and beyond. ) .

Yellow Halr was also disappointed that Clinton had stayed lest
than four hours.

"we wanted the opportunity to showcase the cultural deptt
of our nation,” he said. “It's cramming 2,000 years of history intc
10 minutes. We are a culturally viable people, with our languagt
and governtent. That should have been respected, rather thar
‘White House protocol.”

What Is needed, he sald, 1s nothing less than "a fundamental
reassessment of how the federal government deals with Indlan
tribes in America,” .

\.

bubl
S3mi] sn3INY Sa7l

Clinton tours housing and greets residents gt South Dakota's Pine Ridge Indlan Re-
servation, one of the most poverty-stricken areas in the U.S.
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in Pledges Help |

Clinton, Amid the Despair on a Reservation, Aga

|

By PETER T. KILBORN
PINE RIDGE, $.D,, July 7 — Of-

" fering tax credits, loan guarantees

and other incentives to encourage
private businesses to create fobs and
housing, President Clinton swept into
the destitute Oglala Lakota Sioux
reservation today, by many meas-
ures the sickest, most hopeless, most
squalid corner of America. .

To revive Pine Ridge and other
impoverished communities ‘of the
kind that the President is visiting on
his four-day tour of the nation, White
House aldes sald that over five years
the President wants to allow $980

™\ million in tax credlts to stimulate $6

billion in private investment for busi-
nesse$” He is also seeking Federal
appropriations of $81 million a year
to subsidize and guarantee Joans.

Like other Federa! subsidfes Mr.
Clinton has proposed on his trip to
underwrite programs, these would
require Congressional action, though
Mr. Clinton has not sent all the spe-
_cific legislation to Capitol Hill

The President is on a four-day tour

businessmen were warmly received.

But a sign in back of the crowd,
painted on a sheet, said, “'Stop La-
kota ethnic cleansing,” a reference
to the tribe's loss of the Black Hills
northwest of the reservation and the
gold those hills held. .

The Oglalas are the band of Crazy
Horse, the victor over George Arm-
strong Custer at the battie of Little
Big Homn In 1876, though that tri-
umph soon gave way to the tribe’s
being relegated to this rolling grass-
land with no marketable resources.

The Oglalas contlnue to complain
of a Government in Washington with
misguided policies. They see them-
selves as a soverelgn nation, and Mr.
Clinton today accorded them such
respect, calling his a “'nation to na-
tion” visit.

It was the first time a President
visited an Indlan reservatlon since
Franklin D. Roosevelt stopped at a
Cherokee reservation in North Caro-
lina in 1936 while on vacation.

‘“We hope the President can open a

‘of the natton’s poorest communitles,, NéW chapter of Indian-Federal poll-
iftirst in Kentucky and Mississippi,, €Y, Said Dave Archambault, a coun-

-then here on the Great Plains and the

natlon’s second-largest Indian reser-
vation. This evening he visited a fam-
{ly-owned tortilla factory in Phoenix
that was started with a loan from the
Small Business Administration, and .
on Thursday he will travel to Los
Angeles, Each time, he was sounding
alarms about how the prosperity of
nearly seven years In office has
passed these areas by and the poten-
tial for help from what he called his
“new markets initiatives.”

“'Our natlon will never have a bet-
ter chance” to help these communi-
ties, he sald. .

The Pine Ridge reservation with a
population of about 25000 spread

- over more than 3,100 square miles, is

the United States’ own third world
country. It has been left far behind
by the current economic boom and
all of those that came before it. The
second-largest reservation after that
of the Navajo in Arizona and New
Mexico, Pine Ridge has institutional-
ized squalor, with rampant alcohol-
ism, diabetes, suicide and a male life
expectancy rate of 56.5 years. Only
62 miles of road are paved.
Unemployment is rampant and un-
measurable. Mr. Clinton used a fig-
ure of “nearly 75 percent.” Tribe
leaders say it is 85 percent. Most of
the few jobs are with the tribal bu-

: cilman of the Standing Rock Reser-

¢ vation, which straddles North and

' South Dakota, “‘s0 we can sit down as
equals and enhance the government-
to-government relationshlp.” .

The tribes need a Marshall Plan,
llke the one that rebullt Europe, Mr.
Archambault said.

Mr. Clinton made no gestures of
that magnitude. But his economic
message also represents a big
change in Federal policy. Peparting
from the largely discredited conven-

tions of welfare and charity, formed

a generation ago by President Lyn-
don B. Johnson's War on Poverty,
Mr. Clinton told the Oglalas and lead-
ers of more than 100 other tribes
attending his speech, **We will do our
part” o - .

By enlisung the private sector, the
President Is trying alternative ap-
proaches to aiding the poor.

“We're coming from Washington
to ask you what you want to do and
tell you we will give you the tools and
support to get done what you want to
do for your children and their fu-
ture,” he said.

Mr. Clinton has been given credit
for holding a tribal summit several
years back at the White House.
Indian leaders also praise the Presi-
dent for protecting tribal sovereign-

reaucracy, the Federal Government -

or the modest new casino, which has
150 Oglala Sioux workers.

Mr. Clinton toured hovels that peo-
ple live in here, including that of a
teary Geraldine Blue Bird, whose
shack and trailer house 28 people in
five bedrooms.

“'See those houses on the street?”
Ms. Blue Bird said to him. “You
notice they don't have windows.
That's because it has to come from
the pocket, and we don’t have that
pocket.” .

Alterward, the Presldent spoke i
the sweltering heat outside the kin-
dergarten-to-12th-grade Pine Ridge
School, where many students board
because their own homes on the two-
million-acre reservation are too far
away or too decrepit.

Mr. Clinton and other members of
his party, including the Rev. Jesse
Jackson, Housing Secretary Andrew
M. Cuomo, Agriculture Secretary
Dan Glickman, and bankers and

ty in siding with Indlans and helping
to block efforts in Congress to curb
the power of Indian nations to govern
themselvses.

But the tribes also say he has
deserted them on other tssues. In
1985, Congress took aim at the Bu-
reau of Indian Affairs, passing a
spending bill that cut all Bureau op-
erations by 25 percent. The cuts were
later rescinded by about half, and
that measure was signed by Mr. Clin-
ton — much to the chagrin of Indians
who depend on the annual budget, of
just over $1.2 billion, for many of
their operations and jobs.

Also, Indians fault him for not do-
ing a better job of cleaning up the
mess over trust funds, owned by per-
haps as many 500,000 individual Indi-
ans and held in trust by the Govern-
ment. The documents showing how
much money is managed in these
funds are missing, lost or stolen, and
the Indians have filed the biggest
class-action sult ever by tribes to try
and clean it up. A trial Is now under
way. In the course of the trial, two

- Clinton Cabinet members have been
held in civil contempt for not pro-

-} ducing records in a timely way for
the court case.

“The Administration has been
very good on sovereignty and gam-
Ing issues for the tribes,” said John
Dossett, general counsel for the Na-
tional Congress of American Indians,
the largest group representing Indi-
ans in Washington. “If you step back
and look at the record from afar, 1
would think you have to give them a
good grade.”

But others are sharply critical,
noting that thousands of Pine Ridge
Sioux are part of the lawsuit to sort
out their trust funds.

“Thousands of members of that .
tribe are being actively detrauded by
the Clinton Administration,” said
Jim McCarthy, a consultant to tribes

- in the trust fund case. *‘For him to go
out there and throw some crumbs off
the Federal plate is really appalling,
because here you have some of the
poorest people In the country being
denied what is theirs.”

€he New Hork Cimes
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Clinton Tells Poorest Tribe:

Ist President to Visit Reservation
Since FDR Finds 72 Pct. Jobless

Caanrrrs Basrncron
Washington Post Staff Writer

PINE RIDGE, SD, Jaly 7—
President Clinton came to the
poorest spot in the pation today,
vowing 1o improve housing and
create jobs for Native Americans,
many of whom treasure their past
but face deeply uncertain futures.

In contrast to the first three
stops on his four-day, six-state tour
of impoverished areas, Clinton
could not talk about bringing sig-
nificant retait and manufacturing
joba. First, the Oglata Sioux Indian
Reservation bere must remedy far
more basic problems: repairing or
replacing the dilapidated shacks
and trailers that house several
thousand residents and bringing

Gle Washington Post
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running water and telephones to

_the many who lack it on this ex-
panse of 2 million acres, 38,000
people and oot a single bank.

Clinton is the first president

since Pranklin D. Roosevelt to visit

_ an Indian reservation, and in Pine
Ridge, he selected the hardest-hit
of all. Even as national unemploy-
ment is about 4.2 percent, it stands
at 72 percent here. Life expec-
tancy—45 years—is the nation's
lowest.

After comforting a woman who
oversees a 28member extended
family in a small house and mobile
home, Clinton addrmed scvera.l

some of them wearing traditional
_ feather headdresses under a bril
liant sun. The president, who
wore. a dark suit and cowboy
boots, told them it was “wrong”
that no president since FDR had
made a such trip, and he pledged
to draw greater attention to the In-
dians’ plight.
,  Unemployment nationally is be-
‘low 5 percent, but “the unemploy-
. ment rate on this hallowed reserva-
tion is nearly 75 percent. That is
appalling, and we can do better,” he
said.

Aides portrayed today’s stop as
the hightight of Clinton’s “new
markets initiative” tour, which
trumpets new government  tax
credits, loan guarantees and other
subsidies to entice companies to in-

)
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vest in economically distressed re-
gions. As in earlier stops, the presi-

" dent announced public and private
steps designed to bring some of the .

nation’s good economic fortune to
places such as Appalachia, the Mis-
sissippi Delta and Indian reserva-
tions.

They include a new government

partnership with private lenders to
issue enough mortgages to create
“1,000 additional homeowners on
reservations around the nation,”

according to the Department of

Housing and Urban Development.

Also, municipal securities under-
writers have agreed to back $1.5
billion in bonds that also will help
Native Americans buy homes.

Today featured the most pag-
eantry and pathos yet on the tour,
which ends Thursday in Los Ange-
les. Clinton was met by tribal
chiefs, some of them wearing tradi-
tional costumes and singing chants
in the Lakota language.

The president responded by
greeting the crowd in Lakota: “Mi-
ta oyasni®—"We are all related.”

Stressing the need to improve

conditions on the reservations,
Clinton said, “If we can’t do this
now, we will never get around to
doing it. So let us give ourselves a
gift for the 21st century—an Amer-
ica where no one is left behind and
everyone has a chance.”

Clinton encouraged cultivation
of the Internet on the reservation
as a way to bring in jobs. “The ex-
plosion of computer technology

- and the Internet—if you know bow

to use it and you know how to de-
liver for others with it—has literal-

ly made the distance barrier akmost

‘We Can Do Better’

insignificant for many kinds of eco-
nomic activity.

“So 1 want to implore you to use
your tribal college and work with
these companies and make the
most of the skills they are offering,
and we can get the jobs to come
here once you can do them,” the
president said.

Earlier, he toured some of the
most rundown homes in Pine
Ridge, including that of Geraldine
Blue Bird, 44. In her small clap-
board house and an adjacent trail-
er, she and 27 relatives live, heavily
reliant on public assistance. The
woman fought back tears as she
told the president that she strug-
gles to buy shoes for her children
and that 80 percent of the people
on her block live on government
wellare programs. :

“If you brought jobs here, that’s
the first step to helping us out,”
Blue Bird told Clinton.

Clinton took ber hand and told
her, “What you have said in the
past five minutes has been the most

. helpful to me of anything. 1 sit

around in Washington and try to
imagine how in the world they
make ends meet when nobody has
a job. How in the world do you ac-
tually pay these bills?”

In a nearby house, Oghta Nation
Chief Harold Salway escorted Clin-
ton through two bedrooms and a
living room that featured card-
board boxes for garbage cans and
holes in the walls as big as canta-
Joupes. “This is commonplace on
the reservation,” Salway said. “A
Jot of people live like this.”

Clinton folded his arms and nod-
ded grimly.
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After Six Years, the

resident Clinton deserves a gold
P star for his poverty tour. He has

brought us face to face with the
deprived and the dispossessed in our
society. He has givenus the voices of the
brave men and women in Appalachia and
other places left behind in the great surge
of prosperity that has engulfed the rest of
the country. We have scen their humility,
their hopefulness, their immense dignity.

But Sen. Paul Wellstone (D-Minn.) says
it is °a little late.” Jesse Jackson is
claiming credit. And—the unkindest cut
of all—the first lady bumped him off live
CNN coverage of his historic visit to Pine
Ridge. She was putting atoe in the New
York senatorial waters while her husband
was making the first serious presidential
call on an Indian reservation. Calvin
Coolidge went to Pine Ridge in 1927 but
only to pick upa much-photographed war
bonnet. Clinton promised help.

Wellstone has a point. The Senate’s
most liberal Democrat and the cnly

_member of his party to vgte against the
linton welfare bill, he says he sees
Clinton's concern for the poor as genuine
but a “disconnect” between rhetoric and
budget requests. But to see Clinton
bonding with blacks in an East St. Louis
parking lot or comyniserating with an
Oglala Sioux woman who ia responsible
for 11 people in her wretched house and
17 other relatives in her trailer is to watch
him doing something he was born to do.

‘Wellstone thinks it is “a tragedy” that
Clinton is introducing the country toits
most miserable inhabitants in the seventh
year of his presidency rather than the
second. : )

Jackson tells people that the tripis "a
victory for the Rainbow Coalition.” It may
be, but Clinton’s tour guide was
indisputably Andrew Cuomo, the
hard-charging secretary of housing and
urban development. For the last year,
Cuomo has been preaching the gospel of
the left-behind. He has insisted that
Americans, if they found out about, for
instance, the 73 percent unemployment
rate at Pine Ridge, would insist on doing
something about it-

Happy talk was the usual output of the
administration. Only Cuomo went from
platform to platform with his daunting
statistics, his depressing slides. He spoke
with something of his father’s eloquence
about challenge and conscience and was
told he sounded old-hat He had no reason
to think anyone was lstening until the
president reeled off the names of all the
places he isnow visiting in his State of the
Union speech and spoke of “bringing jobs

Track’s Other Side

and opportunities to our inner citiesand ™ .
rural areas.” o

The people of Appalachia and East St -
Louis and other sad centers have seen
other prominent public men come B
through before, expressing sympathy and .*
even outrage. Clinton brings hopewith "~
out. His large entourage i studded with+ .
CEOs who profess willingness to takea *.
ﬂycronthepoor.whoneprepa.redto R
offer Wal-Marts and vouchers for housing '
and scholarships for the young. :
Cooperation between the public and
private sectors is not a new idea. -
Republicans have pushed for enterprise |
zones. Earned income tax credits were
passed in the second year of Clinton’s
administration. )

The question is whether Congress will -
give Clinton the satisfaction of burnishing
his legacy by ministering to thepoorin  ~
the twilight of his presidency. Willthe -
Republicans vote the appropriations
necessary to fund tax credits and loan

tees?

The answer depends in some measure '
on whether ot not the scandal of the
left-behind becomes a campaign issue.

Vice President Gore has beenan ardent
advocate of empowerment zones but more
apt to do meetings with mayors than =
encounters with the poor. His nomination.
rival, Bill Bradley, speaks feelinglyof .
rescuing children from poverty, but o
without specifics. George W. Bush's views -
on these matters, as on so many others, -
are not known. Gore might find the
“humanity his campaign lacks in pushing |
these schemes to help the peoplewho '
have tires and rusting bedsprings in their
front yards and no indoor plumbing. o

For Clinton, these four days have been .
reviving. He has eschewed the Hollywood
playmates and the Wall Street moguls
with whom he o often consorts to stand: -
with the dirt-poor losers. It is always
attractive to see apresident of the United
States exhorting his fellow citizens todo
better. There is a tendency, particularly -
around the Fourth of July, to congratulate
ourselves on our accomplishments and
our uniqueness, to credit our virtue,
rather than our incredible luck, for our
enviable state. .

It is entirely fitting for Clintoa, who has.
hardly ever tired of pointing out the X
unparalleled prosperity that has occurred
on his watch, to sing ther tune. Now .~

-he is not only telling the country but .
showing it that we have an gbligation to
spread our good fortune to those among
us who can't read or write or haven't had s
crack at the American dream.

The Washington Post
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As Clinton Poverty Tour Nears an End,
A Tough Task Looms: Selling Congress

By JEANNE CUMMINGS

Staff Reporter of THE WalL STREET JOURNAL

PINE, RIDGE, S.D. — Joe Paurier, an
Oglala Lakota Sioux, remembers when the
rivers were clean and most people had jobs
working for the government building
schools or roads. Now, most of his neigh-
bors don't work and the children have to

- ride a bus to the nearest swimming pool.

_ Butthere was an air of anticipation and
hope on this remote reservation on the

.Great Platns. “The great white father fl-
‘nally makes appearance,” sald the 66~

year-old forme telephone-company em-

" ployee as he awaited the arrival of Presl-

dent Clinton.

Less than an hour later and directly af-
ter  tour of dilapidated reservation hous-
fng. Mr. Clinton took the stage with several
business leaders and cabinet members to
commit the federal government to 8 part-
nership with this tribal nation in its fight
against poverty. «] have seen today not
only poverty but promise,” Mr. Clinton
told a crowd of several hundred. “And 1
have seen enormous courage.”

After a steady stream of sweaty, flag-
waving crowds and headline-grabbing an-
riouncements about $750 million in private
business investments In distressed com-
munities, Mr. Clinton will wrap up his four-
day poverty tour with a roundtable discus-
sion in California on training disadvan-
taged youth for the jobs of the next cen-
tury. Then, the real work will begin for the
White House and the communities that
now have a stake in his New Markets Ini-
tiative, a program designed to encourage
venture-capital investments in chronjcally
poor pockets of America.

In the months ahead, the president
must push his proposal for new tax breaks
and government loan guarantees through
2 Republican-controlled Congress that Is
advocating its own antipoverty plan. Mr.
Clinton also may face some resistance
from some liberal Democrats who have all
but accused him of trying to enhance his
legacy on the backs of the poor.

White House aides say the president’s
economic program and other specific in}-
tiatives already have done much for the
poor; for proof, they point to the record low
unemployment rates for blacks and His-
panics. And Mr. Clinton says he will pitch
the program fo Republicans by arguing
that it carries little risk. “If this doesn’t
work, nobody will be claiming any of the
tax incentives,” he said.

‘While the White House focuses on pass-
ing legislation, the targeted communities
must marshal the business, civic and polit-
ical leadership vital to attract investors
and compete against other distressed ar-
eas for investment money.

1t is a particularly difficult job in com-
munities with long histories of neglect and
disorganization. In Pine Ridge, for exam-
ple, the unemployment rate is 73%, alco-
holism is rampant. and such basic utllities
as water and sewers aren’t always avail-
able. In fact, President Clinton unveiled
programs that tocused on improving the wa-
ter supply and expanding home ownership,

because ofticials had concluded the commu-
nity isn't ready to tackle the more complex
Issues of accessing business capital.

Similar challenges lie before all of the
areas Mr. Clinton visited this week, from
Appalachiavto inner-city Los Angeles. The
presidentwas among the firsttooffera note
*of caution: ““Look, we're all goingtohaveto
work hard at this,” Mr. Clinton told an au-
dience in East St. Louis, Tll. “Nobody's got
all the answers. There s no magic wand.”

Even so, there was a bit of magic in Mr.

. Clinton’s trip. It could be seen in the faces
of people from humble communities who
stood in brolling sun for hours to see the
first president in decades to visit their com-

. ‘munity. Mr. Clinton Is the first to visit Ap-
palachia since President Lyndon B. John-
son and the first to tour an Indian reserva-
tion since President Franklin D. Roosevelt,
White House aldes said.

In the 1960s, John Robert Morgan was
devastated when President Johnson was
photographed standing before a shack in
Martin County, Ky., because he felt it only
reinforced the hilibilly stereotype of there-
gion. The Knott County Circuit Court
judge’s family has lived amid the breath-
taking beauty and the economic hardships
of the Kentucky mountains since 1843. "We
are not the stereotype and we have not
been{or & long time,’" he said.

‘As a son of the South who faced similar
stereotypes when he ran for president, Mr.
Clinton purposefully took a different tack.
While he toured troubled areas in Ap-
palachia, the Mississippt Delta, South
Dakota and in urban areas, he also visited
businesses that are succeeding.

Mr. Clinton's carefully crafted message
to potential investors: This area needs help
but isn’t hopeless. *Good people are living
in Indian country, and they deserve 8
chance to go to work.” Mr. Clinton said.

’ But the president’s use of the bully pul-
pit to convince businessmen to consider in-
vesting In théSe “new markets” Is justthe
first step in the long climb out of poverty.
In the end, the local community must stand
on its own and private Industry has to take
a chance.

Locating a plant in a depressed urban
or rural area is the easy part, business
leaders say. Finding and training supervi-
sors, transporting workers to the plant,
and convincing outside executives to move
their {amilies to remote locations ts much
harder. '

Aetna Inc. Chairman Richard Huber
traveled with Mr. Clinton for half of his
tour, and along the way he was sizing up
potential work sites. During 8 tour of a
plant in Kentucky, Mr. Buber pulled aside
the supervisors and gathered intelligence
on turnover rates and the general perfor
mance of local workers. “They've had
some good success,” he said. “"There are
some problems with educational levels, but
we're familiar with that.”

On the upside, Mr. Huber sald, locating
a business in an economically distressed
area can make it easler to keep good em-
ployees forone simple reason: “There isn’t
any competition.”

THE WALL STREET JOURNAL
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President stops at
S.D. reservation that
*-stperity passed by

By Susan ége.
. USA TODAY

PINE RIDGE INDIAN RESERVA- -

TION — On his tour of communities
economic expansion has left behind,
President Clinton has gone from Ap-
palachian hollows to the Mississipp!
Delta. But Wednesday's visit showed
that none of the places was as impov-
erished and desperate as this roliing

of South Dakota, home of
the Oglala Lakota Stoux.

The unemployment rate is a stun-
ning 73%, the poverty rate nearly five
times the national average. Alcohol-
fsm is rampant The homes demol-
ished by a tornado last month are
still in shambles, untouched. Most
people live in substandard housing.

“Right now, I don't have a house,”
said Vincentia Thunder Hawk, 63,
who's staying in nearby Porcuplne in
a shack that lacks running water. She
rose at 3:30 am. to get a prime spot
with her sister and other famlly
members on the school field where
Clinton spoke six hours later.

She hopes her five grown children,
who have moved to Rapid City and

farther away, will one day be able to.

move back to the reservation. “But
there are no Jobs,” she sighed.

It had been a long time since a
president In office visited an Indian
reservation. FDR stopped briefly at
the Eastern Cherokee reservation on
his way to a vacation in North Caroll-
na in 1936. The last president to
make a more official visit was Calvin
Coolidge, who donned a feather
headdress at Pine Ridge In 1827,

Qlinton was greeted by a dozen
tribal leaders in traditional head-
dress. He solemnly participated in a
peace pipe ceremomny with Millie
Hom Cloud, the great-greatgrand-
daughter of Chief Red Cloud Red
Cloud had used the same prayer pipe
to formalize the signing of the tribe’s
1868 treaty with the U.S. government.

Qlinton began his speech with a
phrase in Lakota: “Mitakuye oyasin,”
meaning, “We are all related.”

“We have in America almost 19
million new jobs,” he told several
thousand Indians gathered on the
school fleld. “For over two years, our
country has had an unemployment
rate below 5%. But here on this reser-
vation, the unemployment rate is
nearly 75%. That is wrong, and we
have to do something to change it.”

There are 1.43 miltion Indians liv-
Ing on or near reservations.
Clinton made an emotional tour of

he dilapidated housing that predom-

inates here, visiting on the porch of
Geraldine Blue Bird, 44. A total of 28
family members live in her small
home and an attached traller.

“If you brought jobs here, that's the
first step to helping us out,” Blue Bird
said, fighting back tears.

But in contrast with earller stops,
Clinton talked less about the
prospects for corporate investment
and job creation at Pine Ridge,
where some areas don't have water
and sewer systems.

Instead, he unveiled government-
supported spending intended to im-
prove housing.

Clinton said Banc One Capital Mar-
kets and George K. Baum & Co. will
underwrite $1.5 billion in bonds over
five years to finance home purchases
by Natlve Americans. The Depart-
ment of Housing and Urban Devel-
opment will lead an effort with the
Morigage Bankers Association and
lenders to double the number of Indi-
ans with government-backed mort-
gages by helping 1,000 get them over
the next three years. The Agriculture
Department ggnounced $16 milllon
in water projects for reservations.

“You have to start with the first
step,” which Is getting money to buy
a home, HUD Secretary Andrew Cu-
omo told reporters. Over time, he
sald, an owner could use the equity in
a home to get a second mortgage and
start a business.

That possibility still seems distant
here. At the reservation’s biggest re-
taller, Big Bat's Texaco, the electron-
Ic sign greeting Clinton flashed &
plaintive message: “Alcoholism treat-
ment is needed for Lakotas.” -

Some Indians were skeptical that
Qlinton’s three-hour visit was amy-
thing more than a picture-taking ses-
ston. “Four hundred years of bondage
— they’re not going to change it over-
night,” sald Richard Galeano, 60, call-
ing Clinton’s visit "a sideshow.”

Lolita Attackhim, 38, was more
hopeful. “Anything to help us. We're
so poor out here,” she sald. She teach-
es Lakota language and culture at
the American Horse School in Allen
on the eastern end of the reservation.
“There's no jobs. There's nothing for
our youth, so a lot of time, they have
nowhere to go and nothing to do.”

USA TODAY - THURSDAY, JULY 8, 1999



Clinton’s
Cosmetic
Poverty
Tour

. ByPeter

Edelman

<

: . WASHINGTON

s President Clinton travels

across the country

this week visiting

poor areas, he should

stop referring to

them as “pockets”

of poverty. It is not just a matter of

pockets. Persistent poverty is en-

demic In cltles and rural areas and is

increasingly present, if less visibly
80, in Suburbs.

The President cannot admit the
extent of the problem because his
_ Administration has a vested interest
in the notion that welfare reform has
been a success. But welfare reform
does not live up to the hype. The
welfare rolls are down 40 percent,
but poverty has been reduced only &
little. Even in our hot economy, those
who have fjust left welfare are, on
balance, worse off. More people are
working, but the Increased earnings
add up to less than the benefits lost.

Why?

® People are belng pushed off the
rolls all over the country. Many
states drop people from the rolls for
such derelictions as failing to come
to the office for an appointment. De-
pending on the state, 30 to 50 percent
of those who leave welfare don't find
jobs. With the rolls down by more
than six million people, this adds up
10 a big number.

® Many people who lose jobs can't
get welfare. They come to the wel-
fare office for assistance and are told
10 look for a job. This is called “di-
version.” To make matters worse,
they are often not told they can get
Medicaid and food stamps right
away. Indeed, the food stamp rolls
are down by more than a third —
much more than what can be attrib-
uted to the booming economy.

® Getting a job doesn’t always
mean steady work. Unemployment
records across a number of states
show that since early 1397, two-thirds
of those who left welfare were unem-
ployed for at least three months in
the first year after they left the rolis.

e Too many jobs pay poorly, often
because they are only part time.

Peter Edelman, a law professor at
Georgetown, resigned as Assistant
Secretary for Planning and Evalua-
tion at the Department of Health and
Human Services to protest the 1996
welfare law.

Moreover, two million people work

full time all year and can’t get thelr
families out of poverty. More than 70
percent of poor children live in fam-
llies where somebody has income
from work. Lousy pay from work is
the biggest source of poverty for
people who aren't elderly.

And all of these problems hit mi-
norities the hardest. We should re-
member that race is an underlying
issue in the debate on poverty.

Some ‘states are better, some are
worse, Vermont, Maine and Rhode
Island are really trying to help peo-
ple get and keep jobs and protect
children at the same time. Minnesota
gives income assistance to those
with low-paying jobs.

Idaho, on the other hand, has a
two-year lifetime limit, with few ex-
ceptions, and throws the whole fam-
ily off weltare for life after the third
violation of its rules. In Mississippi,
which has very tough policies and &
weak economy in much of the state,
the welfare rolls went down by 68
percent, but enly 35 percent of those
people found jobs. New York City
and a number.of states force women
out of community college and into
weltare programs that lead nowhere.

The bottom line: the poor are not
better off. The number of extreme
poor — people trying to survive on an
income of less than half the poverty
line, or less than about $6,750 a year
for a family of three — actually went
up to 14.6 million people in 1997 from
13.9 million in 1995. Among families
headed by single mothers, the poor-
est 10 percent actually lost 15.2 per-

cent of thetr Income over the same
two years.

Boosters of the new welfare law
tout the decreases in child poverty
the past couple of years. Child pov-
erty is down slightly, but it ought to
be down much more in this hot econ-

The bad news
behind diminishing
caseloads.

' combamtmimeetnd

omy. One child in five is still poor,
and we are a long way from the early
1870's, when one child in seyen was
poor, itself ot @ statistic:-to write
home about’And the number of chil-
dren in extreme poverty has in-
creased. ' ° i

States are sitting on large surplus-
es of unspest Federal welfate money
while welfdre-to-work needs — child
care, transportatioti, literaty, men-
‘tal health services and drig and al-
cohol tremtment = continge to go
unmet. I we want reat \fare re-

' form, we have to olfer more. The
needs are golng to become more
pressing. Nearly eight million people
are still on the rolls, three million of
them adults, mostly women. The
Federal five-year time limit, one of
the welfare law's harshest features,
will start hitting them two years
from nqw.

In tact, the real issue isn’'t welfare.
It's poverty. And it's not just pov-
erty, it's the situation of millions of
people who don’t earn enough to sup-
port their families. When you add up
what it really costs to pay the rent,
buy food, buy clothes, pay to gel to
work and all the rest, it's a whole lot
more than what we call the poverty
line. The vast majority of those get-
ting the short end of the stick are
doing the best they can and are not
making it.

If there is a constructive side to
the new welfare law, it is that it has
helped many people see anew the
challenges in making work into a
reality for so many who were ma-
rooned by the old system. Perhaps
now we can have a debate that goes
beyond bumper stickers and sound
bites. For openers, we should insist
that Mr. Clinton's poverty tour be
based on the real facts about the
state of the poor in America. [m]
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Clinton Ends Visit to Poor

By TODD 8. PURDUM

ANAHEIM, Calf, July 8 —
Flanked by Maglc Johnson, Presi-
dent Clinton wrapped up his four-day
tour of poverty tn America today
with a whirlwind visit to a job-train-
ing program at a high school in the
heart of the Watts section of Los
Angeles, then challenged corporate
executives to provide more support
for preparing disadvantaged stu-
dents for jobs In the booming infor-
matlon economy.

‘“‘Money is a blg ksue here;" Mr.
Clinton said at the annual meeting of
the American Academy Foundation,
a private group led by corporate
chlefs that sponsors vocational train-
Ang for public high school students at
risk of dropping out, referring to his
efforts to encourage Investrnent In
poor areas.

. But education and *human capli-
tal” are equally important, Mr. Clin-
ton said, and unless the natlon Is
prepared to nurture them, too, “even
our best efforts lo bring new lnvest-
ments to these d I

With an Appeal for Support

ergized by the effort, racing from
stop to stop In campalgn style, taking
In a Memphis barbecue and a flood-
lighted Mount Rushmore with his
customary appetite, sounding a bit
tired only this afternoon.

But he ‘pledged to keep up the
theme, announcing plans for another
tour this fall, starting In Newark,
where he will highlight efforts by the
owners of the New Jersey Nets to re-
invest in that long-suffering city.

“It can’t be the end of the jour-
ney,”" Mr, Clinton sald of his trip, “It
has to be the opening salvo In a battle
to bulld a real economy In every
community."

As he hason each day of his natlon-
al tour, Mr. Clinton sounded a flurry
of notes today — warning of the
growing gap between the rich and
poor in access to technology and
highlighting private sector sponsor-
ship of Job training — all in service of
a single theme: that the nation's
pockets of poverty offer a great un-
tapped market that can help keep the

ties will be unsucusslul."
A journey that took Mr. Clinton

.from the hollows of Appalachia to the

Black Hills of South Dakota, {rom the

-sweltering Mississippl Delta to a

sweaty tortilla factory in Phoenix,
ended at a hotel baltroom here in the
shadow of Disneyland — and at
times, the endeavor had a surreal

air. The Rev. Jesse Jackson, once °

Mr. Clinton’s frequent antagonist
and later his spiritaal counselor in
the travalls of impeachment, accom-
panied the President all week, lend-
ing his support to Mr. Clinton’s self-
described effort to “shine the spot-
light on places still unlit by the sun-
shine of our present prosperity,” and
Mr. Clinton thanked him warmly to-

ay.

Still, it was Mr. Clinton's most
extenslve domestic trip in many
months that did not lnvolve political
fund-raising among the rich and fa-
mous, and the President seemed en-

ec y growing without inflatlon.

“‘How can you keep It going?" Mr.
Clinton asked a round table of stu-
dents at Southwest Community Col-
lege In long-struggling Watts, where
the unemployment rate is three
times the natlonal average. “The
easlest way to keep it going Is to go to
places where there aren't enough
jobs and there aren’t enough con-
sumers and create more of both."”

But having spent three days em-
phasizing his proposals for $1 billion
In new Federal tax incentlves Intend-
ed to encourage $5 blllion in private
investment in poor areas — which he
sald he would send to Congress next
week — Mr. Clinton turned today to
the other end of the equatlon: train-
ing a work force to fill the jobs such
new businesses would create.

"Wé can put in place the financfal
networks,” Mr. Clinton told the
round-table group. ““We can create a
lot of jobs."” -

But at a time when 60 percent of

Aswucigted Prena
President Clinton joining, to his left, Johnny Stiger, a student; Magic Johnson and Gov, Gray Davis in a round table yesterday in Los Angeles.

young people In the impoverished
areas he has visited this week are
nelther In school nor at work, Mr.
Clinton said, It i3 clear that “in the
world we're living in, there is a high
premium, in an Information soclety,
placed on knowledge, skills, what you

know today and what you can contin- -

ue to learn.””

To that end, the Presldent chose to
highlight the work of the Natlonal
Academy Foundatlon, which spon-
sors special training “academies,”
special schools wlithin schools, that
prepare students for careers in fl-
nance and travel and tourism
through a combination of in-school
teaching and on-the-job training. The
program, started in Brookltyn In 1982,
already serves 20,000 high school stu-
dents In 37 states, and today, Mr.
Clinton joined the foundation's
founder, Sanford I. Weill, the chair-
man of Citigroup, to announce $8
million in support from private com-
panles, including Lucent Technol-
ogles and AT&T, lo create a new

academy program for Information
technology.

The goal is to have 10 pilot sites,
serving 350 to 400 students, in opera-
tlon by September 2000, with 40 to 50
more sites to be added annually after
that. The White House Sald the need
for such tralining was clear, iting the
Commerce Department’s third an-
nual study, released today, which
found a growing gap In access to
telephones, computers and the Inter-
net between Americans at the high-
est income and education levels and
those at the lowest.

““If our country i3 going to be the
leader 50 years from today, we have
to Include everybody, and everybody
has to participate in it,” Mr. Weill
sald. “Educatlon Is what unlocks the
key to one’s future.”

Mr. Clinton was Introduced here
today by Hazel del Rosario, 22, who
Just graduated from the Unlversity
of Hawalil, and {s preparing for a
career in the airline industry. Her
family emigrated from the Philip-

pines when she was a‘chﬂd, and
though she initially spoke no English
she was placed In a bllingual educa-
tion program and later, in a special
academy of travel and tourism spoo-
sored by the National Academy
Foundation at her high school.

‘‘Before I entered the program, I
didn’t know what 1 wanted to do,”
Ms. del Rosario said in an Intesview,
wearing a fragrant lel of white
ginger blossoms that she carried n a
cooler from Hawail on Wednesday.
‘“We didn’t only learn-about class
room stuff, we also learned about
real-life situations, and being able to
speak to people In public.”

In Watts, which was scarred by
riots in 1965 and 1992, during Mr.
Clinton’s first campalgn for the
White House, the President jomed
Mr. Johnson, the former basketball
star who now operates a chain of
Inner-city movie theaters, to sound
the need for job training in a neigh-
borhood that was once overwhelm-
Ingly black but has been trams-

formed in recent years by a surge of
Hispanic immigration and fitful ef-
forts at economic recovery.

At Alain Leroy Locke High School,
named for the nation’s first black
Rhodes scholar, Mr. Clinton, Mr.
Johnson and Gov. Gray Daris toured
a transportation tralning program
and watched students use computers
to demonstrate the aerodymambc ef-
fects of automotive design.

‘“This one does better than this
one,” Mr. Clinton sald, holding a yel-
low plastic car that tralled its com-
petitor positioned in front of a jet
stream simulator by Michael Delery,
17, and Jermaine Smitth, 18. “Ewen |
know that."”

When Ruben Garcia, 17, showed
the President a sound-engineering
machine that can change the pitch of
a human volce, rendering an off-key
singer on pitch, Mr. Clinton, a dedi-
cated amateur saxophonist and
hymn-singer, marveled, "So it's like
a high-tech karaoke bar.”
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Making a Belated Pi]grimage

Clinton’s Poverty Tour Draws Skepticism and Indifference

By JASON DePARLE

WASHINGTON, July 8 — Lament-
ing the life of the Mississippi Delta,
racing from an Appalachlan hamlet
to an {nner-city Walgreens, embrac-
ing the vast desolation of the land of
the Sioux — these are
unusual things for a
President to do.

They are especially
unusual gestures from
this President, a self-styled guardian
of middleclass Interests who has
kept a careful distance from the tru-
ly down-and-out. For years, old-fash-
foned liberals have urged President
Clinton to embrace the cause of the
poor more directly. -

But as he finally heeded their ad-
vice, dashing from ghetto to hamlet

News
Analysis

. to barrio this week to highlight the

limits of American prosperity, his
curious tour seemed to arouse an
equally curious response: indiffer-
ence, if not outright hostility among
his natural allies.

“l can't help but be skeptical,”
said Senator Paul Wellstone, Demo-
crat of Minnesota, though he himself
undertook a ‘similar tour jast two
years ago.

“An act of futility,” wrote Carl
Rowan, the syndicated columnist, In
a column published today.

James Patterson of Brown Univer-
sity, a historian of anti-poverty
movements, said, “'I don't think this
terribly exciting news.”

Amid the river of dismissive reac-
tion, it is worth mulling over an un-
conventional thought: It is possible
that historians find more to praise in
the Clinton anti-poverty record —
perhaps even in this mad-dash trip
itself — than meets the eye.

Some of the reasons for the skepti-
cal reaction are obvious ones that
relate to the President himself. It is
late in his second term. He does not
control Congress. He is armed with a
modest legislative proposal. Tainted
by sexual scandal, he is an imperfect
leader of a moral crusade. And in
some anti-poverty circles, he will
never be forgiven for signing a 1996

 welfare blll that imposed significant

new restrictions on aid.

In addition there is a reflexive
naticnal pessimism as far as the
poor are concerned. For decades, the
world-weary prediction that the poor
are getting poorer seemed a safe
enough bet.

But the poor are no longer getting
poorer — not most of them anyway.
And while until this week the Presi-
dent has avoided casting himself as
an anti-poverty crusader, he has qui-
etly assembled a long list of anti-
poverty achievements. Their fina! ef-
fect remains to be seen, of course, as
does the result of the welfare legisla-
tion Mr. Clinton prematurely insists
on calling a success.

But some of his antl-poverty ac-
complishments already seem large,
like his expansions of the earned

income tax credit. Though it has a
clumsy name and complicated rules,
the program now distributes nearly
$30 billion a year in subsidles to low-
wage workers.

Others are more modest, llke the
Americorps program for volunteers.
Mr. Clinton has also won significant
expansions of child care, tax breaks
for distressed areas called "‘empow-
erment zones,” a modest raise in the
minimum wage, expansions of Head
Start, new school-to-work programs,
and significant increases in health
insurance for the children of the
working poor.

Yet in most corners of the anti-
poverty world, Clinton fatigue runs
strong. . )

“One of the ways I preserve my
mental health is to read as little as
possible about Bill Clinton,” sald
Christopher Jencks, a soclologist at
Harvard Unlversity and a leading
anti-poverty authority. ’

That was Mr. Jencks's reflexive
response, when asked about the
President’s trip. But five minutes
later, he was acknowledging that he
did see things to praise in the Clinton
record. Adding his initiatives togeth-

A curious trip and
an equally curious
response.

er, Mr. Jencks sald, he saw a consis-
tency in the President's attempts to
create a kind of work-based safety
net, with less welfare but more sup-
port for low-wage workers,

“To move toward a more work-
oriented system will make it a lot

' easler to get things done for poor

people over the next 30 years,” Mr.
Jencks said.

Though Mr. Clinton came of age
{dolizing John F. Kennedy, it was the
style of Robert F. Kennedy he was
self-consciously echoing this week.
In the spring of 1967, Mr. Kennedy,
then a Senator from New York, took
a famous tour of the Mississippl Del-
ta, where he encountered hungry
children with bloated stomachs and
open, running sores.

CBS News had its cameras rolling,
and the combination of compelling
footage and Mr. Kennedy's. cha-
risma, helped push hunger onto the
national agenda. Though Mr. Ken-
nedy won only modest expansions of
anti-hunger programs before his as-
sassination in 1968, a significant in-
crease in the food stamp program
passed a few years after his death.

Mr. Kennedy also made a stop at
the Pine Ridge reservation in South
Dakota in the spring of 1868. “All
across America, people were watch-
ing that,”” Mr. Clinton recalled while

visiting the reservation on Wednes-

day. -

But these are the very gestures

Mr. Clinton avoided until now. And
three decades later, they inevitably
carry a different cultural baggage.
In Mr. Kennedy's day, it was possible
imagine that Federal concern alone
would be enough .to provide a solu-
tlon.
. Now the country is less innocent —
inclined to believe Ronald Reagan’s
famousdine: “We fought a war on
poverty| and poverty won.” Wary of
being dismissed as a old-fashioned,
najve liberal, Mr. Clinton has avoid-
£d bold poverty promises or even
bold anti-poverty photo ops.

Until now.

In addressing the question of tim-

ing this }reek. the President’s aides
have said that the economy is finally
strong enough, businesses are
hungry enough, and the middle class
is secure enough to push for a broad-
er expansion of prosperity.
" If the country does not act “‘at this
time of prosperity,” Mr. Clinton said,
then “we’ll never get around to it,"”
and “we will have falled to meet a
moral obligation.”

But that was not enough to repair

" the burned bridges between Mr. Clin-

ton and his welfare critics. Senator
Kennedy’s trip to the Mississippi
Delta was staffed by a young lawyer,
and devoted ally, named Peter Edel-
man

In a later life, Mr. Edelman went
on to become a welfare official in the
Clinton Administration, and a deeply
disillusioned one. He resigned in
1996, saying that Mr. Clinton’s deci-
sion to turn the welfare program

- back to the states — with less overall

money and new time limits — repre-
sented an abandonment of the poor.

Watching one former boss trying
to emulate another this week, Mr.
Edelman found much to criticize.
While the overall poverty rate has
declined in the Clinton years, to 13.3
percent from 15.1 percent, Mr. Edel-
man cited evidence that suggests
circumstances among the very poor-
est have gotten worse.

And Mr. Edelman bristied at the
President’s talk of “pockets of pov-
erty.” With child poverty rates still
hovering at nearly 20 percent, he
said, deprivation is far too prevalent
to be described as a mere pocket.

Early in the Administration, Mr.
Edelman sent the President a memo,
urging him to take up the cause of
helping needy adolescents make the
transition to adult life. He never got a
response. .

*‘He has never been comfortable in
talking about poverty,” Mr. Edel-
man sald. ] think on balance, Bill
Clinton has hurt poor people because
of the welfare bill. This is just too
little too late.”
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In Harlem, New Tredsury Chief Unveils P[dn to Help Inner-City Entrepreneurs

By TERRY PRISTIN

The new Treasury Secretary, Law-
rence H. Summers, went to Harlem
yesterday to encourage more private
Investment In poor nelghborhoods
and announced the formation of a
new mentoring program to allow in-
ner-city entrepreneurs in New York
to draw upon the expertise of large
corporations.

Under the new program, a task
force will be set up by the New York
City Partnership and Chamber of
Commerce, the city’s leading busi-
ness group, to match big compantes
with start-ups or other small busi-
nesses, Ten entrepreneurs will be
selected during each of the ne;t two
years.

“This is about much much more
than money,” Mr. Summers told a
group of business leaders who gath-
ered at Chase Manhattan Bank yes-
terday to share some of their previ-
ous mentoring experiences with him.
“lt's about advice, it’s about net-
works, It's about the provision of
opportunity, and it's about providing
and sharing the types of knowledge
that are necessary. In many ways,

the money and financing are the

teast of it.”

In his visit to New York, Mr. Sum-
mers underscored the same themes
that President Clinton sounded this
week during a four-day trip to Haz-
ard, Ky., and other economically dis-
tressed areas across the country.
Like the President, Mr. Summers
said that investing in poor neighbor-
hoods was not a matter of charity but
made good econom!c sense. The Clin-
ton Administration has proposed a
new tax credit to encourage invest-
ments In what are betng described as
‘‘new markets."” :

The new Treasury Secretary drew
praise from David Rockefeller, who
participated in the meeting of busi-
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Lawrence H. Summers, the new United States Treasury Secretary, yesterday visited Harlem US.A., a
shopping center that is being built on 125th Street in Manhattan and is expected to open by Christmas.

ness leaders, for coming to New
York less than week after he was
sworn in. Mr. Rockefeller said that
the economic development Inita-
tives taking place while the city’s
economy s robust represent a funda-
mental change that would continue
tn harsher times ““when the bloom is
off the rose.”

During a tour of the construction
site of Harlem U.S.A,, a long-delayed
shoppling center on 125th Street that
Is scheduled to open by Christmas,

Mr. Summers seemed genuinely im-
pressed by the numbers he was fed.
Drew Greenwald, one of the develop-
ers, and Mark Willls, a senior vice
president at Chase, told him that the
complex was expected to generate
$200 million a year In sales and
$17 million In sales taxes, yet had
required only $11 million in govern-
ment loans. They said that nearby
property values had soared from $30
a square foot to $75 a square foot.
About 500 new jobs are expected lo

be created. .

‘A lot of people are going to make
a lot of money here,” Mr. Summers
sald at the shopping center, whose
tenants will Include Disney, HMV
and Old Navy. In a later Interview,
he said that the financlal leaders he
met with had stressed that such in-
vestments are no longer relegated to
speclal bank subsidiaries dealing
with community development but
are viewed as mainstream invest-
ments.

Some Harlem business owners
have complained that they have been
driven out by rising rents on 125th
Street, but Mr. Summers sald 'some
displacement was an inevitable con-
sequence ol economic development.
But, he said, “you'll see more vibran-
cy spread off 125th Street to the next
streets.”

Mr. Summers, who has spent
much of the last six years assisting
emerging countrles, first as Under
Secretary of the Treasury for Inter-
national Affatrs and then as Deputy
Treasury Secretary, added: “We al-
ways say of countries that it's much
better to be a country that capltal is
trying to get Into than a country that
capltal is trying to get out of.”

The Secretary did not allude to it,
but the Harlem U.S.A. project is one
of the few successful projects to
emerge from the stalled Upper Man-
hattan Empowerment Zone, a
$300 millon Federal, state and city
program deslgned to spur economic
development. Halfway through the
five-year program, only $35 million
has been spent on projects and ad-
ministrative costs.

Other success storles were re-
counted at the meeting at Chase as
examples of the kind of mentoring
the new program aims to bring
about. The task force Is part of a
natlonal effort called BusinessLINC
(Learning, Information, Network
Collaboration). There are similar ef-
forts In six other citles.

Fernando Espuelas, a former
marketing executive at A T&T,, said
that the help he received from Chase
and from the New York City Invest-
ment Fund, which was created by
Henry R. Kravis to stimulate job
growth, had proved invaluable for
getting his Internet business off the
ground. “We are able to tap into
networks of people that for a young

company, a start-up, are just not
available,” Mr. Espuelas said after
the meeting. His company, Star Me-
dia, which serves Spanish- and Por-
tuguese-speaking Internet users
around the world, created 200 jobs In
New York.

Another speaker, Desmond Eman-
uel, who is black, described the ditfi-
cultles he had In the 1980’s getting
financing for his construction com.
pany. What gave his.business mo-
mentum, he said, was the help he got
from the New York City Houslng
Partnership, an offshoot of the New
York City Partnership that promotes
the development of affordable hous-
Ing. His company, Santa Fe Con-
structlon Inc;, now employs 48 peo-
ple, making it the largest minority-
owned construction company In the
city, he said.



Forgotten Corners of America

Few places in America are as impoverished as
the Pine Ridge Indian reservation in South Dakota.
On Wednesday, President Clinton sat on a dilapidat-

ed porch belonging to a woman who had 28 people

living in her five bedrooms. He heard about the
troubles of a place where the unemployment rate
among the QOglala Sioux is 73 percent. The day
before, on a sweltering afternoon, he walked

through the boarded-up streets of the Mississippi

Delta town of Clarksdale.
This week Mr. Clinton traveled through some,of

America's poorest areas, turning attention to com- -

munities left out of the prosperity enjoyed by much
of the country. Such trips can raise awareness of
poverty, often, most importantly, for the politicians
themselves. John Kennedy began his anti-poverty
programs after being haunted by what he saw while
campaigning in West Virginia. Robert Kennedy’s
visit to the Mississippi Delta in 1967 helped set one
of the themes of his Presidential campaign.

Mr. Clinton is the first President to make an
official visit to an Indian reservation since Calvin
Coolidge. He is also promoting an innovative, if
somewhat limited, program designed to inject $15
billion in new capital into these communities, a
more promising plan than some previous initiatives
to help depressed areas.

America's current economic expansion, while
broad, has produced inequality not seen since the
Depression. From 1980 to 1995, the earnings of those
at the bottom fell by more than a quarter in real
terms, and many also worked less and lost benefits
such as employer-paid health insurance. Their lot
has improved slightly since 1995, but they are still

The Resistance to Mr. Milosevic

Even some of Slobodan Milosevic’s strongholds
are now the scene of large street rallies calling for
him to step down. While this display of clear think-
ing by ordinary Serbs is cheering, it is not likely to
result in a quick change in leadership. He has faced
widespread protests in the past and outwitted his
opposition, and he holds the power to do so again.

Mr. Milosevic’s term as President of Yugoslav-
ia does not end until 2002. He also controls Serbia’s

‘media. What can happen when this control lapses
was dramatically {llustrated in normally pro-Mi

restore opposition electoral
nulled in major cities, including
then he divided his opponents by
gh government job to the most popular —
raskovic, an opportunistic nationalist. Al-

worse off than those at the bottom 20 years ago.

The main reason {s that this boom is centered on
the knowledge industry, which demands well-educat-
ed, skilled workers. Many of the low-skill light manu-
facturing jobs that expanded in previous booms have
moved overseas. Unionization has declined, and the
minimum wage has dropped in real terms. The
President visited six communities bypassed by eco-
nomic recovery — Pine Ridge, towns In Appalachia
and the Mississippt Delta, the city of East St. Louis,
Ill., a Hispanic neighborhood of Phoenix and the
Watts area of Los Angeles. All suffer from poor
education and low skills, buying power and access to
credit, as well as few contacts with the business
world so necessary for attracting investment.

Mr. Clinton’'s New Markets Initiative would
cost the Government $1.6 billion, most of that going
to a 25 percent tax credit for investments such as
community development banks and venture capital
funds that aim to bring new capital to poor commu-
nities nationwide, Other parts of the program would
provide technical assistance and loan guarantees.

The initiative is small, and may take more time
than direct government spending to help these
communities. But a well-run program could help
create new investments rather than moving old
ones around. Many poor areas are better markets
and less risky investments than businesses realize.

Members of Congress should refrain from fun-
neling the money to their own districts, as they did
with enterprise zones. The political powerlessness
of Indian reservations and coal mining towns leaves
them vulnerable, but makes Mr. Clinton's decision
to highlight their problems all the more welcome.

though Mr. Draskovic was fired

Triticizing Bel-
grade’s Kosovo policies, he h i

st during a war, one reason he
em. He can do it again, notably in
ter republic of Montenegro, whose pro-
leader, Milo Djukanovic, is perhaps-the
t credible challenger to his rule.

One surprising aspect of the anti-Milosevic ral-
lies is the dearth of attacks on NATO. But this does
not mean that his critics oppose nationalism. Many
are reservists who fought in Kosovo and are yet
unpaid, refugees from Kosovo or people who think
Mr. Milosevic sold out Serbs there.

Still, any likely replacement would be better
than Mr. Milosevic. He is a wanted war criminal,
and NATO should be ready to arrest him if it can.
The West should also' be helping the independent
media to resume broadcasting, perhaps from
Montenegro, and encouraging a united opposition.
But democracy in Serbia cannot come from outside.
The opposition must learn from its mistakes.

€he New Pork Enes
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Clinton’s “Third Way’ to Beat Poverty

President Touts Blend of Left and Right in Tour of Poor Areas

By CHARLEs BaBInGTON
Washingron Post Staff Writer

LOS ANGELES, July 8—In
stumping the nation this week to
bring jobs and hope to impover-
ished regions, President Clinton
has mixed a dash of liberalism’s old
War on Poverty with a pinch of
conservatism's laissez-faire philos-
ophy, yielding his latest recipe for
centrist solutions to society’s chal-
lenges.

At all six stops on his “New
Markets” tour, which ended today
with visits to job-training pro-
grams in this city’s Watts and
South Central neighborhoods,
Clinton has flanked himself with
corporate titans and staunch social
liberals. His message: Hard-
pressed areas need private invest-
ments to recover econornically, but
corporations won't spend their
money there without increased
government incentives, such as tax
credits and loan guarantees.

The president calls it a classic
example of the “Third Way” ap-
proach. The touchstone of “New
Democrats,” it holds that neither
solidly libera! nor solidly conserva-
tive strategies will work, but a
politically massaged blend of the
two can.

Not surprisingly, some critics
from the left and right deride the
Third Way as wishy-washy com-
promise. Clinton, however, has
ridden the philosophy from the
Arkansas statehouse to the White
House, convincing millions of vot-
ers thit the smartest path lies
somewhere between Ronald Rea-
gan's tax breaks for the wealthy
and Lyndon B. Johnson's govern-
ment-driven Great Society. .

The president summarized his
thoughts in a speech Tuesday in
economically depressed East St.
Louis, Ol at the midpoint of his
four-day tour. In the 1992 cam-
paign, he began, “T said that we
ought to have a new role for
government, that government
couldn't solve all the problems, but
walking away from them did not
work very well, either. ... In the
inner cities and the rural areas of
our country, lines have divided
those who worked hard [but] had
no money, and those who had
plenty of money but didn’t believe
it could be very well spent in the
inner city or in rural areas.”

He underscored his message to-
day in a round-table discussion on

youth training at Southwest Col-
lege in Los Angeles. Those sharing
the stage included the chief execu-
tives of United Parcel Service Inc.
and Toyota Motor Sales USA as
well as Rep. Maxine Waters (D-
Calif.), an outspoken liberal. It was
typical of the entourages Clinton
brought to Appalachia, the Missis-
sippi Delta and the other stops on
his tour.

Every event featured announce-
ments of government incentives
and corporate pledges meant to
create jobs, improve housing, stim-
ulate investment or boost employ-
ee training. Today’s announce-
ments included $250 million in
Labor Department grants for the
“Youth Opportunities™ program,
which targets low-income, out-of-
school youths for job training. Al-
80, Lucent Technologies and other
corporations pledged $8 million to
create “information technology
academies” to provide computer
training that could help such
youths launch careers.

Many advocates for the poor
have saluted Clinton's trip, even if
they privately complain that it has
come late in his administration.

Some conservatives, meanwhile, -

say that pumping more money into
deeply depressed areas—even if it
is both public and private funds—
won't overcome entrenched behav-
toral patterns that tie people to
poverty.

“The general rule in the United
States is that people move to eco-
NOmiC Success, 6CONOMIc success
doesn’t move to them,” said Robert
Rector of the Heritage Foundation.
Pouring investments into the Mis-
sissippi - Delta, he said, will not
dramatically increase jobs there
because “that's not a good industri-
al area, it's a good cotton area™—
and ‘cotton no longer requires
many workers,

Even though Congress and Clin-
ton have reduced welfare benefits,
Rector said, the government con-.
tinues to “reward non-work and
non-marriage.” Until that changes,

he said, high rates of joblessness, -

crime and illegitimacy will prevail
in the areas Clinton visited this
week i

But the more liberal Joint Cen-
ter for Political and Economic
Study praises Clinton’s approach
on poverty. “I think the general
idea is certainly a useful combina-
tion of public and private partner-
ship,” said Margaret Simms, the

center’s vice president for econom-
ic research. She added, however,
that declaring a depressed area as
an “empowertnent zone” can back-
fire if businesses need to expand
and relocate to suburban areas for
transportation purposes. Such
firms would lose their tax benefits,
she said, even though research
shows they still would hire mostly
minority employees.

Al From, head of the Democratic

Leadership Council and a champi-
on of Third Way thinking, joined
Clinton for most of this week's
tour. He said the “New Markets”
program “isn't a government solu-
tion.” . .
“It's a way to use government
resources effectively to leverage
capital investment in these mar-
kets that have been left behind,”
From said.

Clinton summed up his thinking
in an interview with CNBC during
Tuesday’s stop in Clarksdale,
Miss. “This is a classic example,
this approach to new markets, of °
the New Democratic or Third Way
philosophy that I articulated back
in 1991 and 1992," he said. “That
is, government’s role is to create
the conditions for success, give
people the tools they need to suc-
ceed and then, in effect, empower .
people to make the most of it.”

In an interview published last
Friday in the Los Angeles Times,
Clinton suggested that Texas Gov.
George W. Bush—the leading
GOP candidate for president—is
copying Clinton-Gore administra-
tion policies, especially in Third
Way areas. )

He said Bush's campaign is
“very flattering in a way because it -
replicates the rhetoric” that Clin-
ton has used in emphasizing
themes such as linking opportunity .
and responsibility. He said Bush's
“compassionate conservatism” -
might be'a ruse to allow congres-
sional Republicans to pursue a
more conservative agenda if Bush

‘gets elected in November 2000.

" Asked whether Bush’s lead in :
the polls over Vice President Gore
indicates a public desire for
change, the president said: “I think
there is a constant desire for
change. But I think what you will
see by next year is that the vice
president will be the candidate of
change. People will have to decide
if they want the change going on
[now].”

e Washington st
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- Bill Bradley

How |

.usmg them, and get the gun dealers °
‘out of neighborhoods where chil-

dren can more easily get access to

Would
Control
Guns

It's time to stand up to the Na-
tional Rifle Association and enact
common-sense gun control. Consid-
er this: Every day in America, 13
children -are killed by guns—not
injured, not hurt, but killed. Every '
day we suffer tragedy the equivalent
of the one that took place at Colum-
bine High School in Littleton, Colo.
While Washington is counting the
political winners and losers from
the recent gun “debate,” parents are
frightened that their child may be
the next victim.

Consider this: State agents at a
gigantic gun show in California
recently spent $4,000 in a matter of
hours buying illegal assault weap—

consider it. Consider this:
five percent of America

propose it.
I believe it's time
steps to protect our chi

* America must do: i
.distribution,- sale 2

handguns in

handgun. Fq
elling guns mrcadentm]

E help us keep the handguns.
i}l people off the streets, know

‘promise to stand up
to the NRA. |

| guns. And if guns are in the home,
the danger of accidents W
lessened. In addition, we neéd back-

handgun purchases tg
month.

be

arroganuy fight-

albng. What is everyone
he NRA has lost votes

¢/ to put a concealed-weapons
idtive on its legislative agenda.
politics is the art of the possi-

[ it's time to expand the possibili-
is. Leadership should not be de-
fi ed by symbolic gestures that
allow us to talk about a problem,
rather than beginning to solve it.
Instead, it should take on issues that
arouse passion and redirect that
passion toward achieving the com-
mon good.

The fact is that most people of
this country are way ahead of the
politicians on this issue—including
most gun owners. Most people—in-
duding gun owners—understand

*| the difference between guns that are

used for hunting and sport and
handguns that get used in the vast
majority of murders, suicides and
accidents. Most people—including
gun owners—don't want gun deal-
ers in their residential neighbor-
hoods. And no parents—no par-
ents—want their child to live in fear
-or exposed to the gun violence that
has struck terror into households
across the country.

As president, I promise that I'll
stand up to the NRA, and the
conveotional wisdom, about what is

pol.itimlly feasible to reduce gun .
‘well he understands this gilded érd"

deaths in our country. Ultimately,
the president must trust the Ameri-
can people enough to be honest with
them about what needs to be done.
In the end, it can’t be about political
victory or an issue for the next
election. It has to be about some-

thing far more unportant——crcaung :

a safer world for our children and
families.

The writer is a Democratic
car “idate for prmae,tt

E. j DionneJr. ~

Better
Late

Than
Never

It is a chronic social ailment for the
verypoorwbeinvisﬂ)letother&stof
America

"Wehavewcrposethﬁeoondx_
tions to the American people,” said

Housing Secretary Andrew Cuomo, a
lead architect of President Clinton’s
tour this week through the nation’s

poverty belt. “They don’t know these.

conditions exist. . . . That's not where
they live, they don't see it on their
way to work, it's not their daily
experience—it is almost moonwv
able.” :
Cuomo offered these thoughts in

a.nAprﬂspcechbmunotmeﬁrstto'

have them.

“The other America, the America
of poverty, is hidden today in a way
that it never was before. Its millions
are sodally invisible to the rest of us:

. Poverty is often off the beaten
t:rac.k. It always has been.”

So wrote the late Michael Har-
rington in his 1962 book, “The Other
America,” which helped spark the
war on poverty in the Kennedy and
Johnson administrations. .

Now, 37 years later, the tmmpe,t
summons us again, or so at least

‘Cuomo and Clinton hope. Presum-

ably the country feels rich again' and

‘is amenable to worrying about the

poor. Perhaps this time, well ask why

.the poor go in and out of fashion as if

they were a commodity or a new car
design.

It's a president’s job to put prob-
lems on the national agenda. By
taking his tour through Hazard and
Annville, Ky., Clarksdale, Miss., .East
SLLmus.llLthereR.\dgeIndmn
Reservation in South Dakota;s and,
yesterday in South Phoenix and
Watts, Clinton shifted the media’s

focus for at least a few days to the-

problansofthclmstamongus B
In principle, there is nothmg
wrong with the president’s core mes-

sage.Bmmcssmvwﬁnmtmuldaaa-

world of good for the nation’s poorest’

. communities; government spending
'is no substitute for jobs in thriving.

entapmandtleawsandotha

incentives could be wielded, as the
.president i3 proposing to 5

Congress,
sompﬂzlcrmldmovcmmp]amwch
as Hazard and Clarksdale.

Perhaps Clinton is shomng how'

Telling investors, as he did in East' St
Louis, that “there are business oppor-
tunities out here” works better these
days than, say, “We Shall Overcome.”
“We could say to every corporate
lm.dcrmAmenm.Takzalookat
investing in rural and inner<city
America,” theprwdmtmdeaz-
ard. “It's good for business, good for
Ammcaamwﬂl.andlt’athengm

thmgtodo' .
very practical, one of !hoae
"wm—win propositions Clinton loves-

" to talk about. It plays into a vogue in-

Clinton discovers -

the poor.

business schools (sparked by, the
work of Michae] Porter at Har-

.vard,among others) to look at the’
untapped economic profit potential of»
poor nugxborhoods and cities. ‘And”
surely it is useful to break dowm-
prejudmes agamst investing in-mar- %

precincts.

Yet it is dxspmtmg that Clinton is
making this investment of time and:
energy in the seventh year of his-
term. “Why not year one, two, three,-
four, five or six”" asked Sen..Paul
Wellstone (D-Minn.) in a telephone’
interview from his home state. “It’s
very late for a commitrent to eco
pomic justice.”

Clinton, in fact, is walking in Wcl.l--_
stone's shoes. Two years ago, the
‘upapologetically liberal senator re-
traced the trek through impoverished
America that Robert F. Kennedy took
in the ‘60s.

Wellstone, who cares about the
poor even at moments when ‘their.
cause is not pronounced to be cool,
thinks the president’s New Markets
Initiative is “timid.” He says it doesn’t
do enough about the basic pmblcms"
confronting poor Americans: the in--
adequacy of their schools, their lack-
of bealth coverage and the problems
manyofmepoomstiaceastheyam
forced off public assistance bywclfzne'.
reforms. '

“In a time of peak economic perfor-,
mance, we're still told we can't pro-.
vide health care for every Amencnn
oraguodcdumuonforcvzxyAnm
can,” Wellstone says. “If not now.'
when” “

An excellent question for w}uch
, Wellstone may now get a bit more of.
' an audience. Clinton, with his shrewd
sense of the politically possible, has
decided it's an opportune time to talk’
about the poor. f Americans get
serious about the Other America,
they might go beyond Clinton's pitch.
to get a few more corporate dollars.
for Hazard or Clarksdale.

And they might go back to- &
question Michael Harrington asked’
that becomes more powerful as the
-decades pass: “How long shall we
look the, other way while,our fellow
human Ueings suffer? Hou,.:n,g"' !

e toastington Jost
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Clinton Trumpets Plan for Centers
‘To Impart Information-Age Skills

By JEANNE CuMMINGS and JOHN SIMONS
Staff Reporters of THE WaLL STREET JOURNAL

ANAHEIM, Calif.—Hoping to encour-
age private investment in the labor pool of
tomorrow, President Clinton used the
White House bully pulpit to call attention to
the launch of the Academy of Information
Technology, an $8 million private injtiative
to prepare high-school students for infor-
mation technology careers.

The academy, which will operate pro-
grams largely in urban areas, is a response
to growing evidence that public schools
aren't adequately preparing children for
key jobs in the next century. For example, a
recent Commerce Department report esti-
mated that by 2006, the U.S. will require
more than 1.3 million new information tech-
nology workers, ranging from computer sct-
entists and engineers to Systems analysts.

The unveiling of the new training pro-
gram came on the last stop in Mr. Clinton’s
four-day *'poverty" tour, which was aimed
at encouraging private investment In
chronically poor areas and improving
training of the nation’s future labor pool.
*There is a high premium In an informa-
tion society placed on knowledge, skills,
what you know today and what you can
continue to learn,” Mr. Clinton said.

The information technology programs
are being designed by Lucent Technolo-
gies Inc. with help from Citigroup Inc.
Chairman Sanford 1. Weill, founder of the
National Academy Foundations, which
teaches students about the finance and
tourism industries. The announcement of
the new gcademy came during Mr. Clin-
ton's appearance at the annual meeting of
the National Academy Foundation.

The White House's spotlight on training

digital-age workers colncides with a sepa-
rate study released yesterday that suggests
that certain minority groups and low-in-
come families lack access to technology.
The report showed that although some 40%
of American households own a personal
computer and more than a quarter have ac-
cess to the Internet, households with annual
incomes of $75,000 or more are 20 times
more likely to have access to the Internet
than those at lower income levels and more
than nine times as likely toown a computer.

The report, compiled by the Commerce
Department's National Telecommunica-
tions and Information Administration, also
found that regardless of income level,
whites are more likely to have home access
to the Internet and are more likely toowna
computer than blacks and Hispanies.

The study confirms what policy makers
and industry analysts have known for
years, but government officials suggested
a policy prescription: community access
centers. President Clinton has already put
his support behind the notion, providing
$65 mitlion for community technology cen-
ters in his fiscal 2000 budget proposal, up
from $10 million In fiscal 1999. About 500
centers would be housed in low-income
neighborhoods across the country.

In his remarks yesterday, Mr. Clinton
lamented the “growing digital divide be-
tween those who have access to the digital
economy and the Internet and those who
don’t.”” He stressed the need for more tech-
nology projects like the Lucent/Citigroup
initiative.

*The very information technology dri-
ving this new economy gives us the tools to
ensure that no one gets left behind,” he
said.

THE WALL STREET J OURNAL
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In L.A. visit, Clinton

T N

ates of a new $250 million tederal pro-

Poverty tour’s final stop stresses job skills

calls for investment
in future workforce

By Susan Page
USA TODAY

LOS ANGELES — Blll Clinton watked
the streets of Watls as a candidate seven
years ago in {he wake of rjots after police
acquittals in the beating of motorist Rod-
ney King. The riots’ death toll was 55,
and the business district was devastated.

He returned as president Thursday at
the end of a sixstale tour promoting the
possibilities of new markets and new
workers In some of the natlon’s poorest
communities, including this one. At Alain
Leroy Locke High School, named for the
first black Rhodes scholar, he watched as
two teen-agers in a transportation train-
ing program used computers {o show
how aerodynamics affected the perfor-
mance of two virtual cars.

“This one does better than this one,”
Clinton declared as one car pulled ahead
of the other. “Even I know thal.”

The training program “really gave me
an opportunity to expand my horizons,”
Stephen Ramirez, 18, who graduated last
month, told him. “Before, I had no idea
what 1 wanted to do, what I wanted to
be. Now he plans a tour in the Army and
a career In transportation technotogy.

Clinton was finlshing a trip that began
in Appalachia, included the Pine Ridge
Indian Reservation and a south Phoenix
barrio, and ended at a conference In the
shadow of Disneyland. The focus of the
final day was on training programs, often
sponsored by businesses looking for

By Tem Sioan, Agenca France-Presse

AlA!ahLamyLockethdeootRewﬁgadmteMbhadDday,ﬂ,emaths
profect to President Clinton and basketball starAxban entrepreneur Magic Johnson.

skitled workers, {hat offer disadvantaged

. young people the possibllity of careers In

tourism or transportation, Wall Street or
technology.

Government can provide incentives
for private Investment, and “we can cre-
ate a lot of jobs,” Clinton said. “But if our
young people don't have the opportunity
to learn, and conlinue to learn and con-
tinue to train for a long time, we'll never

be able to do It

He was accompanled by corporate
CEOQs, clvil rights leader Jesse Jackson
and former Los Angeles Lakers slar
Magic Johnson, who has Invested in Los
Angeles’ South Central and other Inner
citles by building movie theaters.

Clinton announced commitments by
major businesses, among them AT&T
and Lucent Technologies, to hire gradu-

gram that trains young people from poor
areas.

He also spotlighted an $8 milllon ex.
pansion of the Natlonal Academy Foun-
dation, a nonprofit “school-within-a-
school” program In which local busl-
nesses form partnerships with public
high schools to teach students profession-
al skills and hire them for internships.

“They have to pay attention to and
care about the development of the work-
force,”. deputy White House chlef of staff
Maria Echaveste said of the - business
world. “They can't be compelitive, they
can't stay profitable, if they don’t have a
workforce (hat 18 skilled and that is
trained.”

White House officlals calléd Clinton’s
four-day trip a success, calculating that
Clinton was able to unvell commitments
for approximatety $750 miltion in private
Investment in poor communities, In-
cluding a $500 million “catalyst” fund for
business investments being created by
Bank of America. He announced federal
funding for various water, housing and

_education projects.

Clinton predicted that his four-day trip
would contribute to "a much higher level
of awareness among American business
leaders that there is money to be made
and a better soclety to be made &t the
same time In these neighborhoods.”

But he was greeted here with skepli-
clsm by some who questioned his fallure
to highlight these issues earller in his
presidency. “Welcome {o. the High-Gloss
Poverty Tour,” conservative commenta-
tor Arianna Huffington scoffed in the Los
Angeles Times. “Compare the nonstop
focus on the wonders of Wall Street with
this 96-hour nod to poverty.”
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President Clinton on Thursday ' : .
concluded his cross-country tour
of communities mired in poverty OWS ew
with a visit to Watts, Los An-
geles’ symbolic heart of chronic :
impoverishment, and pledged new
help to connect disadvantaged

Joung peopl with jobs i tn pew : Ald Dlll'l]]g

At Locke - High School, the
president uriderscored the day's
theme with a tour of a federally

xye o
assisted high-tech academy that : Watt :
introduces students to transporta- - S lSl
tion-related careers in architec: L

ture, engineering and urban plan-

A

In personal chats, he encour- m Jobs: President lmvei.ls_
. students, incl Steph i
- aged du ents, incloding Step! u? ~ education, employment

gy ol gl el .
:O::ﬁy graduated and haswq: program for youths. -
listed in the military, later told re? Southern California trip is
‘porters the program helped pre~ .
vent him m Ee;o% Toet mﬂ: - last stop on his tour of
comm! ected . o
the time.” disadvantaged areas.

During a Southemn Czh!orma .

swing that included discussions -
with business, political and educa- : [T
tion leaders 3t Los Angeles .
Southwest College and a confer-
ence in Anazheim, Clinton un-
veiled the latest in a series of pro-
grams intended to help bring the
benefits of the nation’s economic
recovery to Watts and other
pockets of the nation that have
been left behind.

Despite some trickledown pf-
fects of the robust economy, the
'neighborhoods around Locke

j still have est
rates of 40% or more and ~
Jobless rates two to three times””
the n:gional a.nd nat.kmal :wr

pnsldentnldhtlsht-
t«empung “shine a spotlight on e
phcaltiﬂlml.ltbythenmahme
of the nation’s proeperity.”
Among

compa-
‘nies, that will help develop [y
nchool-to-cuccr pathwayz for

launch of the Youth Opportunity =
Movement, a four-year, billion-

dollar program that will provide i

grants to community programs

helping youths stay in school and

léarn skills. The effort, headed by

the Department of Labor, will also

push the private sector to hire

young people from needy commu-

nities and invest in youth pro-

Everyone benefits from such
initiatives, Clinton told a round-
table discussion at Southwest Col-
iege. “Every time we hire a young
person off the street in Watts and

. Please see CLINTON, A7

4. - -1_°



CLINTON:

Contintred from Al
give him or her a better future, we
are helping people who live in the
ritziest suburb in America to con®
tinue to enjoy a rising stock mar-
ket.”

Renctlion to the Watts visit was
decidedly mixed outside the

gealed-off high school ‘campus,

where dozens of residents who
came for a gllmpse of Clinton
were kept at a distance by a large
secutity detail.

Some expressed a strong affec-
tion for a president they feel iz
concerned about the plight of the
needy, Robert Stegall, who
walked tothe school from hia
home, said low interest rates and
new federal lending programs
have helped many people buy
first homes. “He's always doing
something good for working—class
people,” said Stegall, 78.

But Stegall and others also

- complained that there are few

good-paying jobs in the ares. Pro-
testers from the Asen. of Commu-
nity Organisations for Reform
Now, an advocycy group for low-
and moderate-income families,
held a large sign reading: “Presi-
dent Clinton, It All Sounds Good.
But Where Are the Living Wage
Jobs?”

Studenta sald they must travel
hours on public transit—as far

away as the Westside and the San’

Fernando Valley—for decent
summer work.,

Others wondered {f Watts was
again being used 88 a prop by a
politician who would fall to de-
liver economic relief.

“1 think he's trying to ealvage
his political career and help his
wife get started on hers,” nald
Amed Clinton, 27, noting that
Hillary Clinton le simultaneously
Xicking off her U.S. Senate cam-
paign.

The carefully controlled and
choreographed Locke High visit,
some objected, did not allow Jocal
residents to hear Clinton or offer

Program to Link Youths, Job

BRIAN WALSKI/Los Angeies Times

President Clinton, Magic Johnson and Gov. Gray Davis talk with Locke High Si:hoo! graduate Michael Delery.

{deas on what's needed to break
the cycle of impoverishment.

“1¢ the community’s not here,
1t's not serving any purpose. They
could have held it downtown,”
gald Jethro Sutton, 75, who came
to the school dressed In a auit and
tie, but was turned away by secu
rity officers.

At Locke High, Clinton was es-
corted into a classroom where
pre-selected students demon-
strated their technology lab.
Later, at Southwest College, Clin-

" ton met with about 75 lawmakers,

business leaders and students
who had beert invited to the
round-table discussion.

The president’s trip to six of the

most impoverished communities

in the country took on the flair of -

a fast-moving political campalgn.
A closely coordinated administra-
tion attack pulled together the

" work of diverse federal agencies

and the attention-drawing capac-
ity of the presidency to focus on
the large numbers of people and
communities that have not real-
jzed the rurrent economy's re-
wards.

Across the country—in the
green-hued Appalachian hollows
of Harard, Ky., the baked Bad-
lands of the Pine Ridge Indian
Reservatlon, and the grit of East
St. Louis, [ll.—the president
gought to meld the need for em-

ployment among the nation'’s
poorest residents with the de-
mands of American business to
find new markets for their prod-
ucts and new workers {rom a
nearly fully employed national la-
bor {orce.

“Government cannot do this
alone, but bustness cannot be ex-
pected to go it alone,” he sald of
the need for government and
business to share the responsibii-
ity for creating the jobs and pre-
paring potential workers to il
them.

His tour was conducted at a
pace like few other domestic jour-
neys he has undertaken since the
end of the 1996 campaign. It

av:a

s Unveiled

Under the plan, as envisaged by
ita sponsors, 10 pllot sites for the
training academies will be chosen
by a year from September, serv-
ing perhaps 400 students. Forty
schools would be added a year-
iater, and- the :prograrh would
grow by 40 to 50 schools in subse-
quent years,

The existing programa built on
trathing for the tourlsm and travel
and financial eervices industries,
the White House sald, serve more
than 20,000 high school students
fn 350 Institutions in 37 states;
two-thirds are identifled as “at
risk,” and 75% are from minority
communities. .

" Thursday’s Binal leg of the tour
came as the U.8. Commerce De-
partment lssued a report that
found that an increasing “d}
divide” separates people by
education and income measure-
menta, putling those without
high-technology skills at a disad-
vantage. .

. Clinton ured stops In Los An-
geles to focus on'the need to train
disadvantaged young aduits.

~ About 10 milllon Americans un-
der 24 have either dropped out or
not advanced beyond high school,
Clinton told a group of business
leaders and lawmakers at Los An-
geles Southwest Community Col-
lege. Without training them, he
added, trying to lure new
businesses to neglected areas will
be difficult.

‘We can provide all theee op-
portunities,” he sald, “but if our
young people don’t have an op-

rtunity to learn and gontiriue to
earn, it won't work."” )

“We can {ll-afford to have a
generation of ybung people who
may never know what it is to
work,” -sald Secretary of Labor
Alexis Herman, who was travel-
ing with the president “The only
way to move America forward Is
to make sure we leave no one be-
hind.”

Times staf! writers Rich Cormefl ‘and PMA
Witton contributed to this story.



E(ONOowST
Juey 10,1999

America's emerging markets

Bill Clinton has a host of plans to help his country’s poorest

places. Will they work? .

N A tour that was explicitly modelled on a trip to the devel-

oping world, Bill Clinton this week visited the “new mar-
kets” of the United States. Accompanied by a posse of cabinet
ministers, congressmen and corporate executives, the presi-
dent touched down in Appalachia, the Mississippi Delta, the
Pine Ridge Indian reservation in South Dakota and other
black spots of economic backwardness. Just as the president’s
previous journeys to Africa or Latin America shone a spot-
light on poor countries and spawned a plethora of policy ini-
tiatives to spur economic development, so this trip was punc-
tuated by proposals for boosting “new markets” back home.

The analogy has obvious political appeal. Not least, it dis-
tracts people from the question of why eight years of eco-
nomic expansion have largely bypassed these parts of Amer-
ica. But it also sounds a waming. Foreign aid and other
governmental efforts to help poor countries hardly have a re-
sounding record of success. Too often, public money has been
wasted. Too often, incentives for private investment have
been designed more to help American companies than poor
countries. What chance is there that the administration’s new
domestic initiatives will work any better?

To help the poor, wherever they are, you must find out
what ails them. In most cases, two major ingredients of pros-
perity are missing infrastructure and private capital. Many of
the most desolate parts of America have terrible physical in-
frastructure: housing is bad, transport links are inadequate.
Just as important, they lack the sort of schools that could cre-
ate a skilled workforce. The history of public investment in in-
frastructure in poor areas is dismal; too often, the pork barrel
talks louder than good sense. Better infrastructure and educa-
tion must remain the first requirement. ~

The second is private capital. America’s most depressed
economic areas desperately need private investment. They get

cause of misperceptions and market failures. A lack ¢ in-

formation, for instance, means that many companies may
have an exaggerated idea of the risk of investing in deprived
areas, and often have no idea of potential markets.

The latest Clinton proposals are designed to address this
lack of capital. Just as rich-country governments can catalyse
private investment in poor countries by taking on some of the
risk, so the Clinton administration hopes that the federal gov-
emment can encourage private investment in deprived areas
through tax credits, loan guarantees, “new market venture
capital firms” and other financial gizmos. The aim is to use
around $1 billion of public money to draw in as much as $15
billion of new investment (see page 23).

Some caveats along the way

In some ways, this approach makes sense, and presidential at-
tention (long overdue) is heartening in itself. There are several
dangers, however. The first is the risk of misdirecting rather
than creating investment. For bureaucratic purposes, Amer-
ica’s deprived regions are carefully defined geographical ar-
eas. A tax incentive that simply induces a company to move
across the street will do little for long-term development. The
second danger (painfully leamned in the international arena)
is bureaucratic muddle. Too many initiatives involving too
many institutions are likely to cause a tangle of red tape,

- which—pethaps more than anything else—will repel private

investors.
The third pitfall—also learned painfiilly in the foreign-aid
business—is the risk of too much money too soon. Despite

the headline-grabbing investments announced this week

(such as BankAmerica's pledge of $500m in equity for busi-
ness enterprises in poor areas), it will take time for well-
directed private investment in America’s most backward ar-

- eas to accelerate. Providing lots of incentives fast can some-
very little not only because they are unattractive, but alsp be-

times look like great politics, but it does not always lead to
wise decisions about the best poor comers to help.

——

t
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Four Days for the Poor

TS NOT EVERY week that a US. presi-
dent visits in succession the hollows of
.Kentucky, a distressed Midwest urban
ea, a hard-pressed Mississippi Delta town, a

irt-poor Indian reservation and a once riot-

- scarred West Coast inner city. But as the sun
'} . starts td set on his presidency, Bill Clinton is
-jusmg‘hxsbuﬂyptﬂptttoteIlAmmmthatthe
'-blessmgs of economic prosperity have not

reached all parts of the country, and that more

" must be done. It was an important undertak-

mg, and presidential time was well spent on it.
_ - Mr. Clinton’s odyssey could have followed a
-dlfferent geographical course and yet made

1 'themmepomtaboutthepersxstenceofpover

ty-during a time of plenty. The White House

"-motorcade could have pulled into Benton

‘Harbor, Mich., where the 1995 poverty rate
wds 64 percent, or driven to the Chicago

i public housing where children have been

kmm;outmfeow,orstoppedbyany

-. number. of community shelters where the

nabonsGOOOOOhomel&sspendthemght.
At‘a moment of historic economic gains, the

'~ president still would have had little trouble
.. finding communities stuck at the starting line
1 the nauons economy rambl&e ah&d_ But

the ostensible purpose of the president’s t
was to do more than simply call attention
the distress of communities left behind. 1
president also set out to showcase islands
poverty as untapped markets with potent
for fueling growth and economic recovery.
With the “new markets initiative™ tour n
behind him, the acid test must be applied to
promises he made along the way. Will the n
government tax credits, loan guarantees s
other federal subsidies announced during prc
dent Clinton’s four-day mission be enough
attract and sustain the kind of private inwc
ment necessary to allow impoverished regic
to share in the nation’s good fortunes?
Other presidents have put the national sg
light on the problems of America’s hardest}
attention once again to one of the nation’s m
intractable and challenging problems, Bill C
ton is positioned to move beyond his pled;
and sympathetic hugs. The people he was w
for four-days and who he has now left bel;
can be forgiven for wondering if the presid:
will stay with their case or move on
somethmgelse.'[heyarenotalone.
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Analysis & Comnentary

| DO BELIEVE

IN THE NEW EGONOMY’

President Clinton has a plan to spread the wealth

n the eve of a barn-

storming tour to pro-

mote his new Medi-
care plan and unveil an
initiative to bring the
New Economy boom to &
inner cities and hard-hit
rural areas, President
Clinton sat down with
Whkite House C
dent Richard S. Dunham
on June 29. For a more 5
complete text, see the July Fn
12 issue at www.business-
week.com.

Q: Do you think the New
Economy is as big a boon B4
as its backers claim?

A: T do believe in the
New Economy. Technolo-
gy is rippling through
every sector of economic
actmty in ways that have

given uw aramatte in SETTING PRIORITIES &4 We don’t want

creases in productivity

and potential for growth £ jgnore Medicare and Social

without inflation. And I

think most models have Gecurity liabilities or the enormous

not accurately measured

Emporcan et moe; OPPOTEUNILY $0 Day off debt??

ernment policy is to be

fiscally responsible, to create the condi-
tions where people can prosper, and
then to do things that will accelerate
the trends that are already under way.

Q: Can the economy sustain its cur-
rent high growth rate? :

A: The opportunities are stunning. If
we can adapt the world trading system
on the theory of leaving no one behind
and making maximum use of new tech-
nologies, I think this thing eould go on
indefinitely.

Q: What is Federal Reserve Board
Chairman Alan Greenspan’s role in the
new cycle of prosperity?

A: Mr. Greenspan and the Fed do a
perfectly good job, and we've had a
good partnership by recognizing each
other’s appropriate roles. No one be-
lieves that we have completely re-
pealed the traditional laws of econom-

ics, that we have completely repealed
any tendency toward inflation, or that
we've eompletely repealed the business
cycles. But we've dramatically im-
proved [our chancas of growth with-
out inflation] through this teclmologwa.l
revolution.

Q: Whataboutamtlmi‘edtemfor

Greenspan? .
Al haven't talked to him [about that].
1 don't even know if he’s interested.

Q: Let’s go back to the economic boom.
Why hasn't it extended to run-down in-
ner cities and distressed rural greas?

A: The business community is not fully
aware of the opportunities it actually
has to make money. And frankly, [there
are] still some greater risks in these
apeas, which we ought to try to over-

come by putting in place...much more
incentive to invest.

Q: Some corporations have invested in
poor areas, but others are sitting on the
sidelines. What can you do to encourage
more companies to take the plunge?
A First, make sure that all the people
who make investment decisions under-
stand that there are very gifted, very
hardworln'ng, very creative people out
there in these communities. Secondly, I
hope to build bipartisan support for pas-

_ _ sage of the New Markets
. Initiative, which will make
it more attractive for peo-
ple to invest in these ar-
eas by giving them a tax
credit of up to 25% and
making certain investments
eligible for loan guarantees
of up to two-thirds of the
total investment.

Q: The Office of Manage-
ment & Budget has re-
leased new estimates that
show the surplus over the
next decade may be even
bigger—by about $1 tril-
lion—than had been ex-
pected just a few months
back. Does this increase
the odds that you and Hill
Republicans can cut a:
budget deal on entitlement
reform and tax cuts?

A: When you have more
money than you thought
you were going to, it
ghould make it easier to
have an omnibus agree-
ment. I want to caution,
however, that what we
have this year [is real].
Everything else, we are
projecting. {Still], this ehould make it
easier to make an agreement on Social
Security, Medicare, and paying down the
debt—and still have funds for education,
medical research, tax cuts, you name it.

Q: So all these things are possible,

A: We [still must] have our priorities in
order. We don't want to go off and have
& big tax cut and ignore Medicare and
Social Security liabilities or the enor-
mous opportunity to pay off the debt
over the next decade. This idea should
have appeal to Republicans as well as
Democrats. And I still believe that a
big portion of tax cuts ought to be di-
rected toward helping more people save
toward their retirement. My proposal
deserves some consideration from the
Republican majority because I think it'’s
good socisl policy, and it's a good way to
increase savings.

- 34 BUSINESS WEEK 7 JULY 12, 1999
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ILLARY'S GOT THE MOJO
now, but the more important
trip last week was by her
seemingly irrelevant hus-
band. Yep, Bill Clinton was a
" caricature—sipping a Mountain Dew with
the folks up the hollow in Kentucky, eying
a Hostess cherry pie in East St. Louis as he
explained that, of course, ke was once
poor, too, living on a dollar a day as a col-
lege freshman. Yadda yadda. The patter
was old, the record on poverty is mixed,
‘but he’s still president, and presidential
visits can still carry weight.
It’s hard to believe, but Clinton is the
first American president since Franklin

ISSION
TO MISERY, USA

Clinton’s trip highlights the move from a “War
on Poverty’ to a “War for Profits.” Can it work?

By JONATHAN ALTER

ool _
‘New Markets' tour: Az the Pine Ridge

s bad foreign loans than domestic ones.

* Rejecting any talk of “charity,” Clinton
cast the whole trip as a domestic trade mis-
sion aimed at keeping the economy hum-
ming by opening new markets at home.
This was partly flimflam: high tech largely
drives the economy, and there’s not much
of it in distressed areas. And why would
Clinton’s new tax breaks for investing in
poor neighborhoods work when existing
low-tax “empowerment zones” have such a
mixed record? (They depend for their suc-
cess on shrewd local political leadership,
which has been rare.) '

The best argument for the new plan the
president offered last week is simple fair-
ness. His bill would offer corporations the
same incentives and loan guarantees for in-
vesting in poor neighborhoods that they
now get for investing overseas. This essen-
tially amounts to replacing traditional wel-
fare with corporate welfare, the latter being .
much more popular in Congress. With the
GOP trying to show that it’s compassion-
ate, the odds of passage aregood. -

As president, Clinton has quietly done
more for the poor than some liberals admit.
The rising economic tide has pushed un-
employment for blacks and Latinos to his-
toric lows; half a million former welfare re-
cipients have been hired by the private
sector. Less well known is that Clinton got
banks to start using a 1977 law, the Com-
munity Reinvestment Act, to lend more in
the inner city. He never properly highlight-

Roosevelt to visit an Indian reservation—a : ed his expansion of the Earned Income Tax
stunning reminder of gencrationsof ne-  Reservation last weck, Clinton promoted his  Credit or gave it a jazzier name. But that
glect. Unemployment at South Dakota's - anti-poverty program—and his legacy $30 billion a year in direct payments to the

Pine Ridge Reservation, the nation’s poor-
est census tract, is 73 percent; alcoholism is off the charts. The
other stops on the seven-state “poverty tour” were less desperate
but plenty grim. Even 60, I came away strangely hopeful.
The source of my good fecling was, of all people, an upbeat
Jesse Jackson. God isn’t finished with him yet—he’s turning the
reverend into a proud capitalist. “This isnt a War on Poverty, it'sa
‘War for Profits,” Jackson told me on Air Force One. In the old days,
that would have been an attack line; now, it neatly summarizes the
. message of Clinton’s “New Markets” tour. Jackson’s three-word
mantra was once: “I am somcbody.” Today it’s: “Access to capital.”
This is hardly a new theme in anti-poverty circles, but the re-

sponse from CEOs and bankers (several of whom came along on
the tour) is much stronger than in the past. The smart ones sec a
way to do good and do well at the same time. “I'd sort of like these

_ markets for myself]” jokes Stephen Burd, CEO of Safeway, which
has recently 6pened several successful supermarkets in depressed
inner-city neighborhoods. (The key, Burd says, is to put a police
substation in the store.) Over the years, countless efforts to revital-
ize inner cities have failed, but that was before today’s labor short-
ages and huge new pools of investment capital. The purchasing
power in poor areas is also greater than previously understood. For
Sanford Weill, chairman of Citicorp, it’s a no-brainer: “It makes
no sense to invest in [Third World] countries and not in these
places” Spoken like a banker who has written off more

working poor—rewarding those who just
scrape by—is arguably the most successful anti-poverty program
inageneration. -

The problem was follow-up. The president would visit inspiring
nonprofits in poor areas every so often, hear a tale of triumph over
adv?rsity, shed a tear, reminisce about the Kennedys. But some-
thing always came up to keep him from making the problem of
poverty sexy again. In 1995 he had to play defense against the Re-
publican Congress. In 1996, re-clection. In 1997, balancing the

" budget. In 1998, Monica Lewinsky. All the while, one in four chil-

dren continues to grow up poor. :

So in year seven of his presidency, under prodding from HUD
Secretary Andrew Cuomo and others, Clinton is finally getting in
gear. It's not too late for a sustained commitment. The challenge
for him and future presidents will be to get thousands of compa-
nies and nonprofits to make pledges to ramp up their good ideas,
then create a structure of acoountability. That’s tough organiza-
tional work—and a new model of governing.

Clinton has another New Markets tour planned for the fall,
starting in Newark. If he makes 10 or 12 more such trips before
leaving office—cajoling, coordinating, leveraging, leading—then
his domestic legacy will move to the higher plateau he covets. “If
we can't do it now, with this economy, we'll never get around to it,”
the president said in Watts last week, almost as if he were talking
to himself, .

34 NEWSWEEE JULY I9, 1999
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Investment /\

Division

Existing SBIC Program and Proposed
New Markets Equity Investment Programs

COMPARISON OF PROGRAMS
Key Program Existing SBIC SBIC LMI New Markets
Characteristics Program Investments Venture Capital
t t ) _

Inv:oscr::n Size of Business Small Small Very Small
Oriented towards Oriented towards Serves husinesses
very high growth modest growth firms | that may not have
firms, often low tech, | usually low tech, strong market niches

Gr_owtij Targets whether for later whether for later and modest growth
stage or early stage | stage or early stage | prospects, plus
financings financings service businesses

Maximum After Tax

Profit of Small $6M $6M $2M

Enterprise

Maximum Net Worth $18M $18Mm $6M

Geographic Anywhere in U.S. — o o/ :

Restrictions Limited Foreign LMI! Zones or 3_5 Yo .Of 80% in LMI Zones

Employes employees reside in

Requirements None LMI Zones None

Businesses may or
Businesses have may not have some
Business’s | Experience of some understanding | understanding of the | Businesses
Man'i- o- Buzinéss‘s of the process, and process, probably unfamiliar with
* gt Managermnent in can pay consultants, | cannot pay financing process
me'n Equi gFinanCin S accountants and consultants, and cannot pay

Experience quity 9 lawyers to prepare accountants and advisors

for a financing lawyers to prepare
. for a financing

Eﬁg;rg;ce of Maodest Experience

Mana'(;]ementrin to Highly Modest Experience Low Experience

Growing Companies Experienced

FPROCRA:: T OMPARISONS 8/10/99

Pace |




AL 17
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Key Program Existing SBIC SBIC LMt New Markets
Characteristics Program Investments Venture Capital
R:L:igf Financial Technical Nore None Raise tG% per ﬁar of
Assistance Support private capital for 5
Manager ‘ years
Fund managers Businesses .
provide mastly Businesses require oonsideraeblefeqwre
' strategic assistance, hands on assistance, | business
Assistance by Fund | except when in ’
Managers | serious frouble and | DYt ot day-to-day management
fund managers take involvement by SBIC | assistance both
over daily management. before_ and after
management financing
No control except for | “Temporary” control
Control by Fund startups & to rescue | permitted for up to 5 No Restrictions
investments years
Size and Targeted investment Targeted investment ::Sggti!::tpgg:;d
Terms of Investment Size ;';%0%3886000 to 312%0%1 ‘0586000 to $100,000 to
Invest-ment AAAS A $300,000
:\:yelrsrzumn;:t'erm of 5 years 1 year No Restrictions
A principal (nyestment returns In'vestment returns
.| will usually have to will usually have to
component of IRR s be generated from b ted f
IRRs & Exit achieved through gene ) © genera ed from
Mecha- Methoc_ls of sales of equity .the business'’s - :(he business’s -
: Achieving IRRs . internal profitability internal profitability
nisms investments to
) ! rather than through rather than through
strategic acquirers or
in IPOS sa!le of company to sale of company to
third parties third parties
Utilizes modified
market driven private | IRRs may not be
Utilizes market risk-adjusted capital | high enough to
Goals of Investors driven private risk- — seeking “double attract risk-adjusted
‘ adjusted capital bottom line" — both private capital -
profits & social policy | social policy benefits
benefits
Capital Minimum Private $5M for debentures,
Structure Capital $10M for Same as SBIC Tei?w‘r\wﬂic;f ;Sz?g tfaonrce
& Feces Requirements Participating
‘ Government Govermnment Government

3 PROGRAM ( "MPARISONS

Government Role

Pravided Leverage

Provided Leverage

Provided Leverage &
Technical Assistance
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Key Program Existing SBIC SBIC LMI New Markets
. Characteristics Program Investments Venture Capital
Debentures including
Leverage Securities Debgpturgs, 7 &5 Year te",ns'/ 5 Debentures: 10 Year
Available Partldpgtung year 2ero, termy/ 5 year zero
Securities Participating
Securities
Amount of Leverage | Up to 300%, Approx. | Up to 300%, Approx. | Up to 100%. $10M
Possible $100M Maximum $100M Maximum Maximum

Leverage Rate

Approx. 90 b.p. over
10 Yr. Treasury

Approx. 90 b.p. over
10 Yr. Treasury

Approx. 90 b.p. over
10 Yr. Treasury

Leverage Fees

1% Commitment
Fee, 2% User Fee,
100 b.p. Annual
Charge, 50 h.p.
underwriting fee

1% Commitment
Fee, 2% User Fee,
100 b.p. Annual
Charge, 50 b.p.
underwriting fee

No fees

Management Fees

Almost all SBICs are
limited to 2.5% of
total assets for
annual operating

Almost all SBICs are
limited to 2.5% of
tota) assets for
annual operating

Management fees of
up to 8.0% of total
assets, per annum

expenses expenses
Assets Annual Program FY99: $1.38 Included within SBIC $100M
Employed | Level Program
. $100M (Projected
-gL(':”e”t C.’t‘t‘t(sjta“d'“g $3.08 Included within SBIC |  Program Level) +
G voTnmle:t Assels ' Program $30M Technical
overnment Assistance
Total Private & Included within SBIC .
Government Assets . $9.08 Program $200M (Projected)
Miscella- . : . . Contractual
eOUS Licensing Licensed Licensed Arrangement
3 PROGRAM | OMPARISONS 8/10/99
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o #  Sarah Rosen Wartell
7 05/10/99 04:39:03 PM

Record Type: Record

To: See the distribution list at the bottom of this message

cc:
Subject: SBIC Issue -- URGENT ATTENTION

Melissa and Jon -- Please figure out who else needs to know. Thanks.

Today's Washington Times reported: "SBA hopes tighter rules will curb political contributions. Sceptics
Doubt Measure witll Prevent "handful" of Cases.” The story involves the discovery by SBIC examiners in
1997 who found that 4 SBICs (whose debt is backed by gov't guarantees) had made 4 sepearate political
contributions (3 to the DNC each for $5k in 1996 and one for $5k to Victory 98 in 1998 (endorsed by the
Alabama Republican Party). (This detail is not in the public domain.) SBA regs provide that they can not
engage in activities that "do not contribute to the growth, expansion, and modernization of a small
business." SBA was thought its current regs prohibited the practice but was not clear. They decided it
was advisable to issue a regulation to clarify the view that it was impermissible to use SBIC assets for
political contributions, although contributions by individual investors, of course, are protected by first
amendment. That regulation was published on April 14, 1999 as a proposed rule. No comments have
been received yet. The comment period closes later this week -- May 14th.

| am nervous about this because SBICs are the model for the President's New Markets Initiative
investment fund. The APICs and NMVC are modelled after them. 1t is possible that a question might get
raised by a Washington Times reporter tomorrow, if they are hunting for a problem.

In this case we can say clearly that SBA found the problem and has taken steps to remedy it.

Note however that In the story (faxed to melissa and jake) Common Cause is quoted as saying the rule
won't ban soft money because of how it is drafted. (Easily fixed in drafting.) The story also focuses on
how individuals in SBICs can continue to make contributions and how the SBICs have their own PAC --
the National Association of Smail Business investment Companies PAC.

Message Sent To:

Jonathan A. Kaplan/OPD/EOP@EOP
Gene B. Sperling/OPD/EOP@EOP
Melissa G. Green/OPD/EOP@EOP
Lisa Green/OPD/EOP@EOP

Richard L. Siewertf WHO/EOP@EOP




GUIDANCE ON SMALL BUSINESS INVESTMENT COMPANIES (SBICs)
AND POLITICAL CONTRIBUTIONS
May 10, 1999

Question:

I note that the basis for the President’s New Markets Initiative is the Small Business Investment
Company (SBIC) program at the SBA. It was recently uncovered that government-backed
SBICs were making political contributions. Given all his campaign finance troubles, is it
appropriate for the President to usc such a tainted program as the model for his new initiative?
Will the new America’s Private Investment Companies (APICs) and New Market Venture
Capital Firms (NMVCs), modelled after SBICs, also be able to make political contributions?

Answer:

e SBA first uncovered the problem of a handful of SBICs making political contributions and
has taken appropriate steps to remedy the situation. While this was an inappropriate activity
for a government-licensed investment company, no public funds were used to make the
contributions.

e While SBA believes that the practice was probably impermissible under the Small Business
Investment Act, they determined that it was advisable to clarify the Agency’s position in
regulation. They proceeded to publish a proposed rule in the Federal Register on April 14,
1999. The comment period will close at the end of this week (May 14"). Then SBA will put
in place a final rule clarifying that such contributions are impermissible.

e A similar rule would be incorporated into the regulations for the new programs proposed by
the President — APICs and New Market Venture Capital Firms.

Background:

During a routinc examination early in 1997, an SBA examiner found that, in 1996, an SBIC had
written a $5.000 check to the DNC “Non-Federal Account” — indicating a “‘soft money”
contribution. The examiner issued a finding, concluding that the contribution was not an activity
contemplated by the Small Business Investment Act.

Under the Act, SBA does not permit activities by an SBIC that do not contribute to the “growth,
expansion, and modernization of a small business.” SBA determined that an SBIC’s political
contributions have, at best, only a remote and speculative connection to the growth, expansion,
and modernization of small businesses. They viewed the contributions as impermissible, but the
General Counsel, and the Agency’s Oversight Committee, chaired by the Deputy Secretary,
determined that they should publish a regulation to clarify the issue.



A proposed rule was published on April 14, 1999. The proposed rule would prohibit federal,
state, and local contributions, including soft-money donations, by all SBICs. Comments on the
proposed rule must be submitted by May 14", No comments have been received to date.

SBA examinations have identified four political contributidns by four different SBICs — three of
them to the DNC in 1996 for $5,000 cach and one to a Republican State Fund for $5,000 in
1998. [THIS INFORMATION IS NOT IN THE PUBLIC DOMAIN.]

The Washington Times reported on May 10, 1999 “SBA hopes tighter rules will curb political
contributions: Skeptics doubt measure will prevent “handful” of cases.” In the article, a
Common Cause spokesperson and an FEC official were quoted as saying that the language used
in the SBA’s regulation will not curb soft money. If true (lawyers yet to determine), that is
SBA’s intent and will be addressed in the {inal rule. '

The article also noted that, even with the new SBA rules, individual investors, owners, managers,
and employecs of SBICs will continue to be able to make political contributions. That 1s true.
They can make contributions just like all other Americans — it is a constitutionally-protected First
Amendment right. In addition, the article noted that the trade association for SBICs has formed a
Political Action Commitlee — also their right under our campaign finance laws. The PAC,
however, only takes contributions from individuals, not from the SBICs themselves.

SBICs are investment companics licensed by the SBA. Once the funds are licensed, private
investors make investments in the fund. For every $10 million (for example) of private
investment, the SBIC can also issue debt of up to $20 million. The government will guarantee
the debt so that the bond holders would be repaid if the SBIC is unable to repay its debt. (Note:
the government guarantee is only invoked if the $10 million in private capital, for example, has
been exhausted.) The $30 million in fund capital is then invested in small businesses to help
them grow and create jobs. The return on investment in the small businesses is used to repay the
debt and provide a return to the fund investors.

Over the years, SBICs have invested in hundreds of small firms that are now household names
including: AOL, Dell Computer, Outback Steak House, Federal Express, and others. Over 40%
of the venture capital investment in small business in the United States is invested through
SBICs.
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1994

(December)

1997
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1999
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EMPOWERMENT ZONE AND ENTERPRISE COMMUNITY
TIME LINE

The Omnibus Budget Reconciliation Act of 1993 authorizes a federal
demonstration project for 9 EZs and 95 ECs

From more than 500 nominations the 9 EZ communities (6 urban and 3 rural),
referred to as the First-Round EZs are designated along with 95 ECs (65 urban
and 30 rural). Two communities are designated as supplemental EZs.

Funding: Each urban EZ qualifies for $100 million and each rural EZ for $40
million in performance grants to create jobs and job-related activities. Enhanced
Enterprise Communities qualify for $25 million and the remaining ECs receive $3
million each.

6 First-Round Urban EZs: Atlanta, GA; Chicago, IL; New York, NY;
Baltimore, MD; Detroit, MI; and Philadelphia, PA/Camden, NJ

3 Rural EZs: Kentucky Highlands, KY:; Missippi Delta, MS and Rio Grande
Valley, TX

4 Enhanced Enterprise Communities: Boston, MA; Houston, TX; Kansas City,
KS/MO; and Oakland, CA

2 Supplemental EZs: Cleveland, OH and Los Angeles, CA

The Taxpayer Relief Act of 1997 authorizes 22 additional EZs --- The 2
supplemental EZs are granted full EZ Status and the Act provides for 20 new
Scecond-Round EZs. The new Sccond-Round EZs include authorization for 15
urban and 5 rural areas.

More than 279 communitics compete in the Second-Round.

Vice President Gore names 20 communities as Second-Round Empowerment
Zones.

15 Urban EZs: Santa Ana, CA; Miami, FL; Boston, MA; St. Louis, MO/East St.
Louis, IL; Cincinnati, OH; Columbia, SC; El Paso, TX; Huntington, WV/Ironton,
OH; New Haven, CT; Gary, IN; Minneapolis, MN; Cumberland County, NJ;
Columbus, OH; Knoxville, TN; and Norfolk, VA

5 Rural EZs: Riverside, California; Southwest Georgia United; Ullin, IL; Fargo,
ND; and Pine Ridge, SD



