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CO-SPONSOR 
H.R. 413 

J 

4 J 
Dear Colleague: j^<^i^ 

j \ ii'icv- i/iAA '̂o jj.,^ i^^jjg simple. Microentrepreneurs (entrepreneurs of businesses with five employees 
or less) are more successful when they have access to technical assistance and business 

s 

traiimig. 

A recent five year incJependent study tracked low income entrepreneurs involved in 
microenterprise training and technical assistance programs. The smdy found that 72% of low 
income entrepreneurs increased their household income. Of that number, 53% increased their 
income enough to move above the poverty level. On average, low income entrepreneurs 
increased their household income by $8,484 a year. Even more striking, these 
microentrepreneurs decreased their reliance on government benefits by 61 %, with average 
government benefits decreasing by $1,679. 

The Program for Investment in Microentrepreneurs Act of 1999, The PRIME Act, is a 
national investment in business growth. PRIME will provide grants to not-for-profit 
organizations who will in mm perform the hard work of training and educating 
microentrepreneurs in areas such as starting a business, record keeping, advertising, financial 
management and business development. PRIME will invest an average of 26 million a year 
over the next four years in America's small businesses. 

We urge you to co-sponsor this bi-partisan legislation and support innovative small 
business growth. To co-sponsor The PRIME Act, or for more information, please contact 
Vincent Barnes at 6-1039 or Dalen Harris at 6-0161. 

Sincerely, 

ifli JSnVs A. Leach / T J ^ ] . LaFalce Bill Mc ill McCollum 

Members of Congress 

THirjrr;!) -,ri RF.rYi.iJ.[;• . - . ' . I ' l I ' 
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WajJfjington, 3BC 20515 

May 10, 1999 

Dear Women's Caucus Colleague: 

From Bangladesh to Guatemala, one ofthe most exciting strategics for fighting poverty 
in developing countries is micro-enterprise development. For poor women especially, the 
practice of extending very small loans and improving access to financial services has 
revolutionized the lives of poor people and the way in which wc think about poverty focussed 
development. 

We are now learning that micro-enterprise development can Iransfonn the lives of poor 
Amencans as well. The time has come for Congress to provide the same support lo these hard­
working Americans that wc have provided to millions of people around the world. The 
Program for Investment in Microentrepreneurs (PRIME) Act of 1999 (H.R- 413), 
sponsored by Rep. James Leech and Rep. Bobby Rush , provides us with an opportunity to do 
just that. 

The PRIME Act would provide S105 million over four years to suppon micro-enterprise 
practitioners in providing critical training and technical assistance to low-income Americans. 
Furthermore, half of the funds must go to people at or below 150% ofthe poverty line. To 
ensure local government involvement and responsible use of federal ftinds, organizations which 
receive money under the PRIME Act must contribute one dollar of non-federal money for every 
two dollars which the federal government provides. 

Unlike developing countries, where access to credit is the biggest obstacle to poor 
entrepreneurs, American entrepreneurs face significant challenges to access the iraining and 
technical assistance necessary to navigate the complex American economy. Though poor 
entrepreneurs may already have a business idea and a willingness to work hard, they may lack 
the financial and business skills necessary to turn a good idea into a sustainable business. Very 
often, a little training and technical assistance can be the difference between success and failure, 
between food on the table, and an evening of hunger. 

When the smallest of businesses prosper, all of America benefits. The PRIME Act is a 
common sense investment in America. Please join us in co-sponsoring H.R. 413 by calling Dalen 
Harris or Vincent Barnes with Rep. Bobby Rush at x54372. 

Sincerely, 

Connie MorcUa 
Member of Congress Member of Congress 



Congresŝ  ol ttjc Winiitt} t̂ateg 
OTaasttjington, 3BC 20515 

May 6,1999 

Dear Demoaatic Colleague: 

We encourage you to co-sponsor and support the Program J^^^toents in 
Micro E n t r i e s ^TRIME" Act of 1999, or H.R. 413. The PRIME Act will 

Z f r ^ ^ Z Z m c L \ o \ o ^ income entrepreneurs and prospective entrepreneurs 
' Z t : ^ : ^ ^ ^ ^ ^ ^ ^ ^ " l e n t by creating their own busmesses. 

AS Members of the Banking Committee, last fall we participated Committee 
hearings on the PRIME Act. The message from the witnesses was clear: technicâ  
L s S c e and trab^are among the most expensive and sorely needed resource for a 

low income entrepreneurs. 

While we know that access to credit is extremely iniport^t to micro-
eatreorenet̂ s ex^rience has shown that many low mcome mdividuals are m fact 

entrepreneurs achieve theu" potential, 

please contact Vincent Barnes at 6-1039. Sincerely, 

pJ^CEY. VENTO^C. 

KEN BENTSEN, M.C. 
/ ^ l A CARSON, M.C. 

BARBARA LEE, M.C. 

J^ig^ELCAPUi^O, M.C 

zoo/zoo^ 2S69S2Jo02 XVJ 00:^1 66/90/SO 



Association for Enterprise Opportunity (AEO) 

Program for Investments in Microentrepreneurs Act of 1999 (PRIME Act) 
(S. 409 and H.R. 413) 

What is PRIME? 
The PRIME Act (S. 409 and HR. 413) would establish a new program designed to meet the 
training and technical assistance needs of low income and very low income entrepreneurs. 
PRIME would also provide resources to build the institutional strength of microenterprise 
development organizations so that they can effectively respond to the training and technical 
assistance needs of these entrepreneurs. 

The PRIME Act authorizes the Community Development Financial Institutions Fund to establish 
a microenterprise technical assistance and capacity building program that would award grants on a 
competitive basis to microenterprise programs that are providing training and business assistance 
to low and very low income entrepreneurs. 

The PRIME Act would authorize a cumulative appropriation level of $105 over four years, 
starting with an appropriation of $15 in FY 2000, $25 million in FY 2001, $30 million in FY 
2002, and $35 million in FY 2003. 

Why the need for PRIME? 
One ofthe clearest lessons that has emerged from the first decade of microenterpnse development 
in the U.S. is that credit without training and technical assistance is of limited success and 
therefore not cost effective. This is especially true for microenterprise programs that serve 
economically disadvantaged entrepreneurs who require higher levels of intensive technical 
assistance, training and support. 

While access to credit is extremely important to microentrepreneurs, data now shows that the 
need for entrepreneurial training and technical assistance is greater - especially for low income 
individuals who require higher levels of intensive technical assistance, training and support. 
Experience has shown that many low income entrepreneurs are in fact reluctant to borrow, 
particulariy in the eariy stages of business development. The availability of adequate technical 
assistance and training support is essential to help these entrepreneurs achieve their potential. 

The benefits of microenterprise on low income individuals are substantial and documented. A 
recent report from the Aspen Institute's Self Employment Leaming Project (SELP) tracked the 
progress of 403 low income individuals who were operating their own businesses from 1991 to 

AEO 70 East Lake Street, Suite 1120, Chicago, IL 60601 



1997. The study found that 72% ofthe low income microentrepreneurs experienced gains in their 
income and more than 53% of them had household income gains large enough to move them out 
of poverty. These entrepreneurs reduced their reliance on public assistance by 61%. 
Funding for training and technical assistance is consistently identified as the primary fiinding need 
ofthe microenterprise development field. There is currently no federal program which supports 
the training and technical assistance needs of low income entrepreneurs. The Program for 
Investments in Microentrepreneurs Act of 1999 (PRIME Act) was developed to address this 
fiinding gap and ensure that adequate resources are targeted to low income entrepreneurs and the 
microenterprise organizations that serve them. 

What activities would be eligible under PRIME? 
PRIME fimds could be used by qualifying non-profit organizations to: 

provide training and technical assistance to low income and disadvantaged 
entrepreneurs interested in starting or expanding their own business 

engage in capacity building activities targeted to microenterprise development 
organizations that serve low income and disadvantaged entrepreneurs 

support research and development activities aimed at identifying and promoting 
entrepreneurial training and technical assistance programs that effectively serve 
low income and disadvantaged entrepreneurs 

What organizations would be eligible to apply for PRIME grant funds? 
In order to apply for PRIME grant funds an organization must be a nonprofit microenterprise 
development organization or program that has a demonstrated track record of delivering services 
to economically disadvantaged entrepreneurs. Nonprofit organizations could apply for PRIME 
fimds on their own or in collaboration with other qualified organizations. Intermediary 
organizations that serve microenterprise development organizations would also be eligible to 
apply for PRIME fijnds. An organization would not need to be a certified CDFI to qualify for 
PRIME fijnds. 

While state or local governments may not apply for PRIME fiinds directly, a community-based 
microenterprise development organization may apply in conjunction with a state, local 
government or Indian tribe. An Indian tribe may apply directly for fimds if it can certify that a 
nonprofit microenterprise development organization does not exist in the area. 

Are there match requirements on PRIME grant funds? 
In order for an organization to qualify for PRIME fiinds it must be able to demonstrate the ability 
to match any federal PRIME dollars with $0.50 for every dollar. Qualifying organizations will be 
encouraged to use PRIME fiinds to leverage additional public and private investment into their 
microenterprise development activities. Though all matching fiinds must be derived from non­
federal sources, they can be contributed to the organization in the form of in-kind resources, 
grants or loans. 



How are PRIME funds targeted? 
PRIME funds are targeted to economically distressed areas and to serve low income individuals, 
at least 50 percent of the grants made through PRIME must be used to benefit very low income 
individuals, those with incomes of not more than 150 percent of the poverty line. 

What is the definition of a microenterprise in The PRIME Act legislation? 
The PRIME Act defines a microenterprise to be a sole proprietorship, partnership or corporation 
that has fewer than five employees and generally lacks access to conventional loans, equity or 
other traditional banking services. 

What is the status ofthe PRIME Act in the I06th Congress? 
The PRIME Act enjoys strong bi-partisan support in both the House and the Senate. Senators 
Edward Kennedy (D-MA) and Pete Domenici (R-NM) took the lead on S.409 and 
Representatives Bobby Rush (D-IL) and Jim Leach (R-IA) took the lead in introducing HR 413. 
In addition, the Administration has expressed its their support for PRIME and the President's FY 
2000 budget called for passage of the requested $15 million for PRIME. 

What is AEO's Position? 
AEO urges members of Congress to co-sponsor PRIME and to work to see that this critical 
legislation is passed into law and $15 million is appropriated in Fiscal 2000. 



Sign on letter in support of the 
Program for Investments in Microentrepreneurs Act of 1999 

(The PRIME Act) 

March, 1999 

We, the undersigned, represent a broad spectrum of national organizations involved in microenterprise 
development in the United States. We arc writing to express our support for the Program for Investments in 
Microentrepreneurs Act of 1999 (The PRIME Act). The PRIME Act is focused on building the instimtional 
strenstli of communit>'-based microenterprise development organizations to meet the growing training and 
technical assistance needs of low income entrepreneurs. 

Bipartisan support for PRIME has grown steadily since the legislation was first introduced near the end ofthe 
105^ Congress. The President's Budget calls for passage of PRIME and requests $15 million for PRIME m 
Fiscal 2000. in the 106* Congress, legislation authorizing PRIME has been introduced by bipartisan teams in 
both the House and Senate. In t̂he House. The PRIME Act (HR 413) was introduced with Congressmen Bobby 
Rush(D-IL) and Jim Leach(R-IA) in the lead, and Senators Edward KennedY(D-MA) and Pete Domenici (R-
NM) introduced PRIME (S 409) in the Senate. 

The supporters of PRJME recognize that microenterprise development is a human capacity building strategy as 
much as it is a credit and finance strategy, PRIME is aimed at investing in nonprofit microenterprise 
development programs and building the capacity of these programs to provide the training and technical 
assistance that best supports low income entrepreneurs. One of the clearest lessons that has emerged from the 
first decade of microenterprise development in the U.S. is that credii without training and technical assislance is 
of limited success and therefore not cost effective. This is especially true for microenterprise programs lhat 
serve economically disadvantaged enlrepreneurs. 

Hundreds of thousands of individuals across die U.S. successfully operate micro businesses in order to provide 
income for their families. In today's labor market, many individuals without tradhional education or 
recognized skills are unable to find work that pays above minimum wage or work that provides them with 
opportunities for advancement. Many individuals in households below 150% of the poverty line operate, or 
have proven the potential to operate, micro businesses in order to bring needed income and resources mto the 
family, often running such businesses while holding down low wage jobs. Because these microenterprises are 
small' they generally do nol have access lo credii from commercial sccior banks or technical assistance and 
training from business centers. 

Over the last decade, an mfrastructure of hundreds of microenterprise programs tiiat provide technical 
assislance and credit has been created to serve these entrepreneurs. Data now shows that these programs are 
having a positive economic and social impact on the individual business ov»-ners they serve, their families, and 
on thê 'economic and social well-being of their communities. Widi the exception of support from a few national 
private foundations, funding to cover the operational, training and technical assistance costs associated with 
these microenterprise programs has been difficult to find. While new sources of funding have been created to 
provide loan capital, federal support for the operating cosls of such programs to meet the training nesds of 
entrepreneurs has been minimal. 

The PRIME Act creates a program at the Community Development Financial Institutions Fund (the CDFI 
Fund) dedicated lo building the network of nonprofit community-based insiimiions diat can effectively provide 
iraining and technical assistance to low income entrepreneurs. Under PRIME, the CDFI Fund would award 



grants on a competitive basis to nonprofit microenterprise developmeni organizations and programs. PRIME 
fimds could be used by qualifying nonprofit organizations to: 

provide training and technical assistance to low income and disadvantaged entrepreneurs 
interested in starting or expanding their own business 

engage in capacity building activities targeted to microenterprise development organizations 
that serve low income and disadvantaged entrepreneurs 

• support research and development activities aimed at identifying and promoting enlrepreneurial 
u-aining and technical assistance programs that effectively serve low income and disadvantaged 
entrepreneurs 

The Association for Enterprise Opportunity (AEO), the national association of organizations committed to 
microenterprise development, has issued a challenge to all microenterprise supporters across the country. The 
challenge is to help one million low income individuals in the United States to achieve self sufficiency through 
self employment by the year 2008. Passage of The PRIME Act is critical in helping nonprofit microenterpnse 
development organizations meet this challenge. 

We urge you to support The PRIME Act (HR 413 and S 409) and work for its passage in this Congress. 

Sincerely, 

Aspen Instimte - Economic Oppormnities Program 
Association for Enlerprise Opportunity (AEO) 
Association of Women's Business Centers (AW^C) 
The Coalition of Community Development Financial Institutions (CDFI Coalition) 
Center for Policy Alternatives (CPA) 
Community Development Venture Capital Alliance (CDVCA) 
Corporation for Enterprise Development (CFED) 
The Enlerprise Foundation 
FINCA U.S.A. 
First Tslations Development Institute 
Ms. Foundation for Women 
National Community Capital Association (NCCA) 
Nalional Community Reinveslment Coalition (NCRC) 
National Congress for Community Economic Development (NCCED) 
RESULTS 
Wider Oppormnities for Women (WOW) 
Woodstock Institute 
Working Capital 

TOTAL P.03 



What are the differences between the SBA Microloan Program and PRIME? 

CREDIT vs TECHNICAL ASSISTANCE - The principal difference between the SBA's Microloan 
Program and PRIME - is that the SBA program is a microcredit program focused on making small 
loans available to viable microbusinesses while PRIME is focused on providing technical assistance to 
low income enfrepreneurs. PRIME will not provide any loan capital to enfrepreneurs. 

The SBA Microloan Program is principally a microcredit program focused on making loans of under 
$25,000 available to viable microenfrepreneurs who are unable to access credit from conventional 
financial institutions. The SBA program works through a network of local non-profit intermediaries and 
since it's inception in 1991 has made over 7,8(X) microloans totaling close to $80 million to 
microenfrepreneurs around the country. 

While the SBA makes technical assistance grants to their lending intermediaries, these grants are used 
to provide marketing, management and technical assistance to thefr microloan borrowers. In addition 
to the the 107 lending intermediaries administering the program, SBA funds 25 technical assistance 
providers whose charge is to assist enfrepreneurs and prospective enfrepreneurs to access capital from 
banks or other loan funds. But again, SBA technical assistance funds are only intended to assist 
entrepreneurs access capital. 

PRIME is not a microcredit program - PRIME will provide training and technical assistance to low 
income entrepreneurs or prospective entrepreneurs. While access to credit is extremely important to 
microenfreprenurs, data now shows that the need for enfrepreneurial training and technical assistance is 
greater - especially for low income individuals who requfre higher levels of intensive technical 
assistance, training and support. Experience has shown that many low income enfrepreneurs are in fact 
reluctant to borrow, particularly in the early stages of business development. The availability of 
adequate technical assistance and training support is essential to help these enfrepreneurs achieve thefr 
potential. 

A 1996 survey of 266 microenterprise development programs conducted by the Aspen Institutes in 
collaboration with the Association for Enterprise Opportunity (AEO) revealed that 68% of the 
microenterprise development programs provide both lending and technical assistance and 27% provide 
only technical assistance and training. However, there is no federal program that specifically supports 
such training and technical assistance needs of microenfrepreneurs. 

LOW INCOME TARGETING - PRIME funds will be targeted to low income and very low income 
enfrepreneurs. While all PRIME funds must meet the current CDFI targeting requirements (80% 
median income/20% poverty) 50% of the funds appropriated to PRIME each year must be used to 
benefit people that are at or below 150% of poverty, (family of 4 with an income of $23,354) 

In contrast, the SBA Microloan Program is targeted to enfrepreneurs who are unable to access loans 
from conventional sources. While many of the SBA's microloan borrowers are low income, SBA 
microloan intermediaries are not requfred to target their loans to very low income individuals. This is 
none the less important for two reasons. First many enfrepreneurs with viable business ideas are unable 
to access loans from conventional banks for a variety of reasons: women and minorities face barriers; 
other enfrepreneurs lack sufficient collateral; the size of thefr credit needs are too small; and start-ups 



are often considered too high risk. The SBA Microloan Program is designed to meet the needs of a 
broad range of enfrepreneurs who cannot otherwise secure a business loan. 

Secondly while SBA Microloan Intermediaries bon-ow funds from SBA to capitalize thefr loan fiinds, 
these funds must be repaid to the SBA (loans are made at the 5 yr T-bill rate with a 10 year term). 
SBA Microloan Intermediaries are making loans to enfrepreneurs that other lenders have turned down 
because by conventional standards these are seen as high risk non-cost effective loans. Despite the 
risk involved in microlending, the average SBA Microloan Intermediary maintains a default rate of 
between 1-5%. The SBA Microloan Program reaches a critical sector of viable small businesses - but 
they are not necessarily the same low income population of enfrepreneurs that the PRIME program is 
intended to serve. 

PRIME and the SBA Microloan Program are two different but complimentary ways to release the full 
potential of microenfrepreneurs. 

BUILDING THE CAPACITY OF COMMUNITY BASED INSTITUTIONS - While the SBA's focus is 
on supporting the development of businesses, the CDFI fund is focused on supporting the growth of 
community based institutions, both CDFIs or microenterprise development organizations, so that they 
that can effectively generate wealth in poor communities. 

The microenterprise development industry has grown dramatically over the last decade and there is a 
sfrong demand for Unning and support activities targeted to the growing number of community based 
microenterprise programs. Ten years ago microenterprise development was considered the province of 
several dozen stniggling commumty programs. Today it is estimated that more than 350 organizations 
operate microenterprise programs across the counfry. These programs have proven that low income 
people can be successful enfrepreneurs. 

Despite the growing demand for microenterprise development services, there is no federal program that 
invests in developing and sfrengthening community based, microenterprise development organizations. 

PRIME'S capacity building activity will serve to sfrengthen the growing field of microenterprise 
development organizations and in particular to ensure that these community based institutions can 
effectively provide technical assistance and training to low income enfrepreneurs. The capacity building 
activity under PRIME stands to benefit the entfre field and, by extension, the intermediaries supported 
under the SBA Microloan Program. 

PRIME will enable the CDFI Fund to put its capacity building expertise to use in assisting 
microenterprise development organizations to build their institutional sfrength in serving low income 
entrepreneurs and prospective entrepreneurs. 
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PRESIDENT CLINTON: 
CREATING OPPORTUNITY BY SUPPORTING MICROENTERPRISE 

Februarys. 1999 

Today, President Clinton Unveiled the Administration's Domestic and International 
Microenterprise Agenda for FY2000 and Honored Recipients ofthe 1998 Presidential 
Awards for Excellence in Microenterprise Development. Long a passionate interest of both 
President Clinton and the First Lady, microenterprise has proven a powerful tool for empowering 
people left out of the economic mainstream, providing them the skills and credit they need to 
improve their own lives. President Clinton's FY2000 budget includes a 159-percent increase in 
support for domestic microenterprise programs, with a significant strengthening ofthe 
Administration's commitment for training and technical assistance ~ an essential component on 
fully delivering the microenterprise promise. President Clinton's budget also continues to ensure 
that America provides global leadership on microenterprise through the U.S. Agency for 
International Development (USAID). 

What Is Microenterprise? Microenterprise development programs provide access to capital, 
other financial services, and training to those traditionally bypassed by the mainstream financial 
sector, such as the poor, women, minorities, and those in areas of economic downturn. With 
these resources, these people can start and/or build businesses, creating jobs and opportunity. 
Recognized for the past twenty-five years as a powerful tool for development in poorer countries, 
microenterprise has been increasingly successful in providing opportunities in the United States. 
In this country, a microenterprise is generally defined as a business with five or fewer employees 
~ at least one of whom is the owner — and that has a demand for small amounts of credit (less 
than $25,000). 

A 159-Percent Increase in Overall Budget To Support Microenterprise At Home. President 
Clinton's domestic microenterprise agenda recognizes that in the new economy, simply 
providing credit to microentrepreneurs is often not enough. Microentrepreneurs often need 
training and mentoring to help them succeed, and microenterprise organizations need technical 
assistance to build their capacity and enhance their effectiveness. This year, the Administration 
seeks to dramatically increase its support for these critical services, neariy tripling funding for 
training and technical assistance. This year's budget also focuses on leveraging new resources 
through Individual Development Accounts, and on making microenterprise and other resources 
more widely available through the Small Business Administration's (SBA) One-Stop Capital 
Shops. Specifically, the President's plan includes: 

• $15 Million To Support The Program for Investments in Microentrepreneurs 
(PRIME) Act, The bipartisan PRIME Act ~ introduced by Senators Kennedy and 
Domenici and Representatives Rush, Leach and LaFalce ~ authorizes the Community 
Development Financial Institutions (CDFI) Fund to establish a microenterprise technical 
assistance and capacity building program to award grants on a competitive basis to 
microenterprise development organizations and programs that focus on low-income 
entrepreneurs. PRIME will also sponsor research on the most innovative and successful 
ways of encouraging new businesses and enabling them to succeed. PRIME, like all 
other CDFI programs, will leverage non-federal funding with federal dollars by requiring 
that all assistance be matched. The PRIME Act authorizes an appropriation level of $105 
million over four years, starting with $15 million in FY2000. The President's FY2000 
budget includes $15 million for PRIME within CDFI, which the President proposes to 
expand from $95 million in FY99 to $125 million in FY2000. 
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Today, President Clinton Unveiled the Administration's Domestic and International Microenterprise 
Af; da for FY2000 and Honored Recipients of the 1998 Presidential Awards Tor Excellence in 
Microenterprise Development. President Clinton's FY2000 budget includes a 159-percent increase in 
support for domestic microenterprise programs, with a significant strengthening of the Administration's 
commitment for training and technical assistance — an essential component on fully delivering the 
microenterprise promise. President Clinton's budget also continues to ensure that America provides global 
leadership on microenterprise through the U.S. Agency Ibr International Development (USAID). 

What Is Microenterprise? Microenterprise development programs provide access to capital, other 
financial services, and training to those traditionally bypassed by the mainstream tinancial sector, such as 
the poor, women, minorities, and those in areas ofeconomic downturn. Recognized for 25 years as a 
powerful tool for development in poorer countries, microenterprise has been increasingly successful in 
providing opportunity in America. In this country, a microenterprise is generally defined as a business with 
5 or fewer employees — at least one of whom is the owner — and that has a demand for amounts of credit 
less than $25,000. 

A 159-Percent Increase in Overall Budget To Support Microenterprise At Home. The President's 
domestic microenterprise agenda ~ which increases support from $32 million to $83 million — includes: 

• S15 Million To Support The Program for Investments in Microentrepreneurs (PRIME) Act. 
The President's FY2000 budget includes $15 million for PRIME ~ helping provide technical 
assistance and capacity building — within CDFI, which the President proposes to expand from $95 
million in FY99 to $125 million in FY2000. 

• Doubling of Support For Technical Assistance in SBA Microloan Program - fi\ ,n $ 16 million 
in FY99 to $32 million in FY2000. 

• Doubling of Support for SBA Lending To Leverage Over $75 Million In New Micro-Loans. 
The President's new budget doubles support for the SBA Microloan Program, from $3 million in 
FY99 to $6 million in FY2000 — which should help leverage over $75 million in new loans. 

• Doubling of Funding for Individual Development Accounts (IDAs) ~ which provides incentives 
for lower-income Americans to save for a first-home, post-secondary education, or to start a new 
business ~ from $10 million in FY99 to $20 million in FY2000. 

• Tripling of Funding for SBA's One-Slop Capital Shop Initiative - from $3.1 million in FY99 to 
$10 million in FY2000. 

Focus on Countries in Crisis and Extending Microcntcrprise's International Reach. Early in his 
Administration, the President launched the USAID Microenterprise Initiative; today USAID is the world's 
leading donor in microenterprise development (averaging $ 135 million per year over the past three years). 
This year, the Administration will continue to provide global leadership in microenterprise through USAID, 
focusing on countries in crisis, increasing multi-lateral resources, and creating regulatory environments to 
assist microenterprise. This year's agenda includes: 

• Increased Funding for Countries in Crisis ~ including $7 million for microenterprise for 
countries hit hard by the global financial crisis, and a substantial commitment of funds and 
technical assistance for microenterprise support (in addition to $5 million approved thus far) as part 
of a supplemental and bipartisan package of relief for Hurricane Mitch. 

• Leveraging International Resources and Developing Conducive Regulatory Environments. The 
Administration will work with the World Bank and other Multilateral Developnient Banks (MDBs) 
to raise the portion of lending dedicated to building microenterprise worldwide. The Treasury 
Department and USAID will work with the IMF, MDBs and microfinance institutions to provide 
technical and other assistance to help central banks and other regulators in less-developed nations 
develop legislative and regulatory frameworks that support microenterprise. 
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S 409 IS 

106th CONGRESS 

1st Session 

S. 409 

To authorize qualified organizations to provide technical assistance and capacity building services to microenterprise 
development organizations and programs and to disadvantaged entrepreneurs using funds from the Community 
Development Financial Institutions Fund, and for other purposes. 

IN THE SENATE OF THE UNITED STATES 

February 10, 1999 

Mr KENNEDY (for himself, Mr. DOMENICI, Mr. REID, Mr. GRASSLEY, Mr. ABRAHAM, Mr. ROBB, Ms. 
COLLINS, Mrs. BOXER, Mr. SANTORUM, Mr. SARBANES, and Ms. SNOWE) introduced the following bill; which 
was read twice and referred to the Committee on Banking, Housing, and Urban Affairs 

A BILL 

To authorize qualified organizations to provide technical assistance and capacity building services to microenterprise 
development organizafions and programs and to disadvantaged entrepreneurs using funds from the Community 
Development Financial Institutions Fund, and for other purposes. 

Be it enacted by the Senate aud House of Representatives of the United States of America in Congress 
assembled, 

SECTION 1. PROVISION OF TECHNICAL ASSISTANCE TO MICROENTERPRISES. 

Title I ofthe Riegle Community Development and Regulatory Improvement Act of 1994 (12 U.S.C. 4701 et seq.) 
is amended by adding at the end the following new subtitle: 

Subtitle C~Microenterprise Technical Assistance and Capacity Building Program 

SEC. 171. SHORT TITLE. 

'This subtitle may be cited as the "Program for Investment in Microentrepreneurs Act of 1999', also referred to as 
the PRIME Act'. 

SEC. 172. DEFINITIONS. 

'For purposes of this subtitle— 

(1) the term 'Administrator' has the same meaning as in section 103; 
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'(2) the term capacity building services' means services provided to an organization that is, or is in the 
process of becoming a microenterprise development organization or program, for the purpose of enhancing 
its ability to provide training and services to disadvantaged entrepreneurs; 

(3) the term 'collaborative' means 2 or more nonprofit entities that agree to act jointly as a qualified 
organization under this subtitle; 

'(4) the term 'disadvantaged entrepreneur' means a microentrepreneur that is~ 

'(A) a low-income person; 

'(B) a very low-income person; or 

'(C) an entrepreneur that lacks adequate access to capital or other resources essential for business 
success, or is economically disadvantaged, as determined by the Administrator; 

'(5) the term 'Fund' has the same meaning as in section 103; 

(6) the term 'Indian tribe' has the same meaning as in section 103; 

(7) the term intermediary' means a private, nonprofit entity that seeks to serve microenterprise 
development organizations and programs as authorized under section 175; 

(8) the term low-income person' has the same meaning as in section 103; 

(9) the term 'microentrepreneur' means the owner or developer of a microenterprise; 

'(10) the term 'microenterprise' means a sole proprietorship, partnership, or corporation that-

'(A) has fewer than 5 employees; and 

'(B) generally lacks access to conventional loans, equity, or other banking sen/ices; 

(11) the term microenterprise development organization or program' means a nonprofit entity, or a 
program administered by such an entity, including community development corporations or other nonprofit 
development organizations and social service organizations, that provides services to disadvantaged 
entrepreneurs or prospective entrepreneurs; 

'(12) the term 'training and technical assistance' means services and support provided to disadvantaged 
entrepreneurs or prospective entrepreneurs, such as assistance for the purpose of enhancing business 
planning, marketing, management, financial management skills, and assistance for the purpose of accessing 
financial services; and 

(13) the term very low-income person' means having an income, adjusted for family size, of not more than 
150 percent ofthe poverty line (as defined in section 673(2) of the Community SeiA'ices Block Grant Act 
(42 U.S.C. 9902(2), including any revision required by that section). 

SEC. 173. ESTABLISHMENT OF PROGRAM. 
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The Administrator shall establish a microenterprise technical assistance and capacity building grant program to 
provide assistance from the Fund in the form of grants to qualified organizations in accordance with this subtitle. 

SEC. 174. USES OF ASSISTANCE. 

' A qualified organization shall use grants made under this subtitle— 

(1) to provide training and technical assistance to disadvantaged entrepreneurs; 

'(2) to provide training and capacity building services to microenterprise development organizations and 
programs and groups of such organizations to assist such organizations and programs in developing 
microenterprise training and services; 

(3) to aid in researching and developing the best practices in the field of microenterprise and technical 
assistance programs for disadvantaged entrepreneurs; and 

(4) for such other activities as the Administrator determines are consistent with the purposes ofthis 
subtitle. 

SEC. 175. QUALIFIED ORGANIZATIONS. 

For purposes of eligibility for assistance under this subtitle, a qualified organization shall be-

'(1) a nonprofit microenterprise development organization or program (or a group or collaborative thereof) 
that has a demonstrated record of delivering microenterprise services to disadvantaged entrepreneurs; 

(2) an intermediary; 

'(3) a microenterprise development organization or program that is accountable to a local community, 
working in conjunction with a State or local government or Indian tribe; or 

(4) an Indian tribe acting on its own, if the Indian tribe can certify that no private organization or program 
referred to in this paragraph exists within its jurisdiction. 

SEC. 176. ALLOCATION OF ASSISTANCE; SUBGRANTS. 

(a) ALLOCATION OF ASSISTANCE-

'(1) IN GENERAL- The Administrator shall allocate assistance from the Fund under this subtitle to ensure 
that-

'(A) activities described in section 174(1) are funded using not less than 75 percent of amounts made 
available for such assistance; and 

(B) activities described in section 174(2) are fijnded using not less than 15 percent of amounts made 
available for such assistance. 

(2) LIMIT ON INDIVIDUAL ASSISTANCE- No single organization or entity may receive more than 10 
percent ofthe total fijnds appropriated under this subtitle in a single fiscal year. 
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(b) TARGETED ASSISTANCE- The Administrator shall ensure that not less than 50 percent of the grants made 
under this subtitle are used to benefit very low-income persons, including those residing on Indian reservations. 

(c) SUBGRANTS AUTHORIZED-

'(1) IN GENERAL- A qualified organization receiving assistance under this subtitle may provide grants 
using that assistance to qualified small and emerging microenterprise organizations and programs, subject to 
such rules and regulations as the Administrator determines to be appropriate. 

(2) LIMIT ON ADlvnNI STRATI VE EXPENSES- Not more than 7.5 percent of assistance received by a 
qualified organization under this subtitle may be used for administrative expenses in connection with the 
making of subgrants under paragraph (1). 

(d) DIVERSITY- In making grants under this subtitle, the Administrator shall ensure that grant recipients include 
both large and small microenterprise organizations, serving urban, rural, and Indian tribal communities and racially 
and ethnically diverse populations. 

SEC. 177. MATCHING REQUIREMENTS. 

"(a) IN GENERAL- Financial assistance under this subtitle shall be matched with funds from sources other than 
the Federal Government on the basis of not less than 50 percent of each dollar provided by the Fund. 

(b) SOURCES OF MATCHING FUNDS- Fees, grants, gifts, funds from loan sources, and in-kind resources of a 
grant recipient from public or private sources may be used to comply with the matching requirement in subsection 
(a). 

(c) EXCEPTION-

(1) IN GENERAL- In the case of an applicant for assistance under this subtitle with severe constraints on 
available sources of matching funds, the Administrator may reduce or eliminate the matching requirements 
of subsection (a). 

'(2) LIMITATION- Not more than 10 percent of the total funds made available from the Fund in any fiscal 
year to carry out this subtitle may be excepted from the matching requirements of subsection (a), as 
authorized by paragraph (1) of this subsection. 

SEC. 178. APPLICATIONS FOR ASSISTANCE. 

An application for assistance under this subtitle shall be submitted in such form and in accordance with such 
procedures as the Fund shall establish. 

SEC. 179. RECORDKEEPING. 

The requirements of section 115 shall apply to a qualified organization receiving assistance from the Fund under 
this subtitle as if it were a community development financial institution receiving assistance from the Fund under 
subtitle A. 

SEC. 180. AUTHORIZATION. 
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"In addition to fijnds otherwise authorized to be appropriated to the Fund to carry out this title, there are 
authorized to be appropriated to the Fund to carry out this subtitle— 

'(1) $15,000,000 for fiscal year 2000, 

'(2) $25,000,000 for fiscal year 2001; 

'(3) $30,000,000 for fiscal year 2002; and 

(4) $35,000,000 for fiscal year 2003. 

SEC. 181. IMPLEMENTATION. 

The Administrator shall, by regulation, establish such requirements as may be necessary to carry out this subtitle.'. 

SEC. 2. ADMINISTRATIVE EXPENSES. 

Section 121(a)(2)(A) of the Riegle Community Development and Regulatory Improvement Act of 1994 (12 
u s e. 4718(a)(2)(A)) is amended-

(1) by striking '$5,550,000' and inserting '$6,100,000'; and 

(2) in the first sentence, by inserting before the period ', including costs and expenses associated with 
carrying out subtitle C. 

SEC. 3. CONFORMING AMENDMENTS. 

Section 104(d) of the Riegle Community Development and Regulatory Improvement Act of 1994 (12 U.S.C. 
4703(d)) is amended— 

(1) in paragraph (2)— 

(A) by striking '15' and inserting '17'; 

(B) in subparagraph (G)— 

(i) by striking '9' and inserting 11'; 

(ii) by redesignating clauses (iv) and (v) as clauses (v) and (vi), respectively; and 

(iii) by inserting after clause (iii) the following: 

(iv) 2 individuals who have expertise in microenterprises and microenterprise development;'; 
and 

(2) in paragraph (4), in the first sentence, by inserting before the period 'and subtitle C 

END 
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