


three development banks in the u.s. have financed over 
$40 million in loans to approximately one thousand small 
businesses. 13 The forty-one loan funds across the nation 
have made more than $88 million in loans and attracted 
more than $643 million in additional capital, resulting in 
thirty-seven hundred jobs for primarily low income 
people. 'i4 A Congressional report on the legislation con·· 
duded: 

Evidence presented before the Committee indicates 
that community development financial institutions 
have proven themselves effective in filling gaps and 
developing comprehensive revitalization stra.tegies.\~ 

The Community Banking Act also clearly indicates a high 
level of systemic applicability. The statute states that finan­
cial assistance provided by the fund may be used by 
CDFls to invest in job creation and housing for low­
income people. The act also includes a training provision 
which allows the fund to sponsor a training program to 
educate CDFI personnel on issues related to community 
development finance. 56 Although this provision does not 
constitute "job training," it does enhance the systemic 
applicability of the program by ensuring that CDFIs are 
equipped to meet the complex needs of residents. 

Policy Recommendation 
Based on the discussion of the policies and the application 
of the evaluation criteria, a three-pronged policy recom­
mendation emerges: 

1. sustained funding of the CDBG program with additional 
economic development funding through the implemen­
tation of the Performance Bonus pool; 

2. expansion of the tax credit to support community 
development organizations; 

3. maintenance of the fund for community development 
banking. 

In addition, the tax expenditure provisions of EZEC pro­
gram should be rescinded, and the five-year savings of 
$2.5 billion used to pay for these recommendations. 

First, the CDBG is an effective job creation program with a 
high level of systemic applicability. The program's strength 
is its flexibility which allows the grantees to meet the sys­
temic needs of their community through a comprehensive 
development strategy. The Performance Bonus pool pro­
vides an incentive for grant recipients to strive towards 
excellence in community economic development. At the 
same time, Bonus pool funds are earmarked for economic 
development and job creation, which have often been sac-
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rificed to metl. more urgent housing needs. 

The tax credit on donations to CDCs provides a public-sec-
. tor incentive for private citizens to donate to these positive 

instruments of change. The current policy of a 5 percent 
tax credit for twenty eligible CDCs should be expanded as 
follows: the percentage rate of the tax credit should be 
increased to provide a stronger incentive to donors, and 
the number of eligible CDCs should be increased to 
include additional worthy organizations. These changes 
will enhance the overall effect of this policy. 

The fund for community development banking established 
by the Community Development Banking and Financial 
Institutions Act of 1994 is a critical element in urban job 
creation because it provides the necessary capital to 
finance business development in distressed urban areas. 
The fund is systemic in miture because, like the CDBG 
program, the flexibility exists to use funding for both eco­
nomic development and housing. The authorizing legisla­
tion also allows for technical training in the area of busi­
ness financing and housing development. 

The federal community-based job creation policies advo­
cated in this article recognize the need for the public, pri­
vate, and nonprofit sectors to work together at the local 
level to improve the welfare of community residents. The 
CDBG program has been a source of gready needed funds 
for communities across the nation. In many cases, CDCs 
are utilized in the implementation of projects funded by 
block grants and other sources.S7 The tax credit for dona­
tions to CDCs helps keep d1ese organizations viable while 
rewarding private-sector contributors for their important 
role in urban job creation. Finally, the Community Banking 
Act provides investment capital to community develop­
ment financial institutions, including CDCs, to stimulate 
economic development. 

Conclusion and Outlook 
In sum, the poliCies discussed in this paper represent an 
antipoverty strategy that aims to improve central city com­
munities rather than serve individuals separately from their 
communities or wait for economic growth to improve each 
city's lot. Welfare programs based on serving individuals 
have not revitalized urban communities; in fact, these 
strategies have often hastened the demise of these areas by 
helping some people move out while leaving the rest 
behind. Distressed urban communities tend not to benefit 
from national or regional economic growth due in large 
part to the lack of investment capital for small business 
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entrepreneurs and "quality of life" factors sought by 
expanding larger firms. 

Current federal budgetary constraints do not allow for the 
implementation of sweeping new domestic policies to 
solve urban problems. As a result, the policies proposed in 
this article are relatively modest. Perhaps in the future, the 
budgetaty situation will improve and more significant 
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