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* Continuing resolutions passed by Congress maintained
Eximbank authorizations at FY 1982 levels.

o0 The President's Proposals for FY 1984.

-- The Administration proposes to reduce the limit on
direct loans from $4.4 billion to $3.8 billion in FY
1984.

* The President will request supplemental authorization
for direct loans of up to $2.7 billion if necessary
to meet officially-subsidized foreign competition,

-~ The Administration proposes to raise the limit on 1« a
guarantees by 11% in FY 1984, from $9 to $10 billion.

Justification.

O These proposals reflect recent political ¢~1 e~nnrmic
developments that have altered the evironueint i wuaCh
Eximbank operates.

—-—- During the past year, the Administration succeeded
in getting other industrialized nations to reduce
export subsidies; Eximbank'e direct loan program
is now competitive with .Lu.cign programs.

* Lower interest rates will shift demar from direcrt
loans to loan guarantees.

* The sharp decline in interest rates has reduced the
need for Eximbank to offer direct loans at below-
market rates.

* Rather than having to ask for direct loans at
below-market rates, iporters will instead be
able to ask Eximbank to gnarantee market-rate loans
obtained from private lenu.ng institu.ions, because
the lower interest rates will now make these loans
affordable.

* The loan guarantee increase proposed by the
Admninistration is designed to accomodate this
greater ¢ and.




Questions and Answers

o Protectionism. Loan guarantees, no less than direct
loans, are government subsidies to favored businesses.
Shouldn't the U.S. Government 2t an example for the rest
of the world and put a stop to protectionist devices of
this kind.

-— The Administration is doing what it can to encnnvana
all nations +n gradually Lliminate export ¢

* The success it has already achieved in this area has
in part been based on our wil!‘*ngness *~ ~-~intailn an
Eximbank program.

* In other words, once we show foreign governments
that we will maintain a vigorous export finance
program, they may be more willing to cooperate
with us in phasing these programs out.

-—- Until we reach the point where all countries jree not
to subsidize exports, we must be prepared to do the
same to protect our world arket share.

o Welfare for the rich. 1Isn't the Eximbank program another
case of "welfare for the rich," since half of Eximbank's
direct loans have gone to seven giant corporations?

-—- Marv small companies benefit indirectly from Eximbank
loaus.

* Boeing, for example, has -500 subc¢ontractors in 44
states.

--— More than 800 small companies benefit dire~tly from
Eximbank programs.























































The President's Proposals for FY 1984.

o SBA credit assistance.

The Administration proposes to continue 1ts policy of
phasing out subsidized direct loans, except for

$41 million to purchase the debentures of MESBICS.

In 1984, the President proposes that 98% of SBA's
credit assistance will be in the form wu. 1nan
guarantees.

* The guaranteed business loan program will be
malintained at FY 1983 proposed levels.

* The proposed total guaranteed loan business
assistance 1is $2.8 billion ($2.65 billion in
guaranteed business loans, and $150 million to
guarantee pollution control bonds.)

* SBA loan guarantees will be gradually re¢ " 1ced
after 1984, to S1l.2 billion in 1987.

-- The President proposes that the private sector bear

a greater portion of the risk for guaranteed loans,

* Currently, the SBA guarantees up to 90% of private
loans up to $500,000.

* The Administration is proposing to reduce that to
703 for loans to members of non-disadvantaged
yLOups, so the private lender will bear 30% of the
risk.

* SBA has implemented a pilot program where SBA will
guarantee 75% of loans that are processed solely by
the banks.

0 Minority business assistance.

-- Minority business assistance provided by the

Department of Commerce and SBA is proposed to continue
at the 1983 level of over $100 million.

t incl .llion in inc
to assist small firms o _ itbers of dis-
advantaged groups.

* ThlS program will assist these fi s 1n obtaining
NN ~s=kw-~+e in FV 1984, and will provide
)
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The Administration remains committed to ensuring
that minority~-owned businesses have an equal
opportunit+v for growth and development,

The shift from direct assistance to indirect assistance
will die~~»+v=~=a a tenden~v on t 2 part of some minority

firms tc leras aid for survival, and will
help el: 'ception on the part of = e

financiai inscicucsions that minority enterprises v~
higher credit risks.
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transit services that would not have been provided
at all if federal assistance were not available,

* Operating subsidies have also kept fares at
artificially low levels.

O Mass transit funding. Isn't the President's mass transit
budget just a shell game? Hasn't he backtracked on
promises made during the gas tax debate to incres 2
mass transit funding?

-- The President has never alt d his view that federal
ald in this area should be u..ec.ed r~ward capiltal
assistar~= rather than operating assis.ance,

* QOperating subsidies will be gra i1ally redu¢ d, but
capital assistance will increase 44% in 1984 over
1982 levels.

* In 1983 and 1984, $1.8 billion dollars in fede: 1l aid
will be made available for capital projects. (This
will especially benefit cities with aging fixed-rail
systems, as funds are directed toward their
long-deferred captital needs.)

-- Most important of all: Thanks to the Administration's
motor fuels tax, transit systems will have for the
first time a dedirated source of revenue.

* One ¢ 1t out of every nickel raised under this tax
is earmarked for mass transit; syst i1s no lc jer must
be dependent on whatever amount happens to be
appropriated in a given year.

* The Administration's budget request for mass transit

is based on Treasury Department tes nf tha
amount of revenue that will be ¢ 2d u.der wae
new tax.






URBAN DEVELOPMENT

History.

The Urban Renewal Program was established in 1949 as
the first major federal program intended to arrest urban
decay. In the 1960s, the Model Cities, Neighborhood
Facilities, Water and Sewer and Open Space Land programs
were established. Then, in 1974, these programs were
combined into the Community Development Block Grant.

In 1978, the Urban Development Action Grant Program was
established as a program for leveraging private investments
for urban development projects.

Today, CDBG and UDAG are the two major federal urban

development programs. They are administered by the
Department of Housing and Urban Development.

o Programs.
-= Community Development Block Grants (CDBG).

* Awards annual ‘grants to "entitlement" communities --
generally cities with more than 50,000 population,
central cities, and urban counties with population
exceeding 200,000 -- to carry out a wide range of
activities, including:

- The acquieition of real property for commercial,
industria. or residential development, for public
facilities such as day care centers or senior
citizens homes, or for streets or water and sewer
projects.

- Rehabilitation of residential and nonresidential
structures.

- Provisione ~f nr jmny( 5 in public farilities,
such as wWaccer dnd scwer La\,xlities, streets and
neighborhood centers.

* Entitlement communities develop their own programs
and funding priorities., However, they are obligated
to give maximum feasible priority to activities that
do at least or of t!@ followir-:

- Ber Iit w- a E -sons.

- Aid in the prevention or elimination of slums.

- Correct urgent problems that pose heal*h or safety
threats to the community.




* Nonentitlemert ~ommunities can receive awards in
either of twu way

- 1In states that administer nonentitlement funds
from HUD, these cities and counties can receive
grants from their state governments.

- In other states, nonentitlement communities
compete for awards under HUD's Small Cities
Program. The cities and counties with the
greatest likelihood of receiving awards in the
grant competition are those with the highest
percentage of absolute poverty, those whose
programs would have the greatest positive impact
on distressed communities, those with the greatest
community development needs, and tl e that have
demonstrated commitment to fair housing and equal
opportunity.

-- Urban Development Action Grants (UDAG).

* Makes grants available to distressed cities and urban
counties to help them stimulate private sector
economic development activities.

* Citiee tvnjcallv loan grant money to developers for
the cunsciuct.on of public or private buildings,
’ infrastructure improvements, or other economic

development activities.

* Awards are given only when private sector commit: nts
are firmly in place.

- The minimum private sector contribution to a
project is $2.50 for each UDAG dollar.

- The averane private sector contribution is
$6.(Ju rur =dach UDAG dollar,

o Coverage.

-= (NRC

* Entitlement awards.

- In FY 1975. the first full vear of the CDRG
LUIlUD e
- By FY 1981, this number had increased to 643.

* Nonentitlement -wvards (Small Cities Program).

- In FY 1975, 1,825 awards were made.

v - In FY 1981, the number was 1,822.






* For FY 1983:

- President Reagan requested $440 million.

- Congress approved $440 million.

The President's Proposa'-~ for FY 1984.

(o]

CDBG.

-- Maintain budret in FY 1984 at the FV 19R3 level,

-- Include new housing construction as an activity
eligible for financing under the grant program.

-- Mandate that all states administer the non-entitlement
portion of the CDBG program. Presently, states can opt
to administer the program themselves or can leave
administration activities with the federal government,

UDAG

-- Requested $196 million for the program in 1984; when
combined with proposed deferral of $244 million of
excess 1983 funds, this would mairtain $440 milljon
program level,

Justification.

o

CDBG.,

-- Since the budget for this program is sufficient at the
10”2 level, the Administration is request..y cuc saue
aumuune for 1984,

* The dramatic slowing of inflation, plus expected
program efficiencies, means that approximately the
same amount of real dollars will be available this
year as last.

-- By allowing CDBG funds to be used for the construction
of new housing units, the Administration's proposal
gives recipient cities and counties more flexibility in
meeting their communities' individual needs.




UDAG.

-- The Administration's request anticipated » deferral of
$244 million from 1983 to 1984 to mainta.. UDAG program
levels at $440 million.

—-=- The recent "jobs"™ bill disapproved the deferral to
provide money for jobs creation as soon as possible,.

-- The funding made available for 1983 and 1984 will still
average $440 million per year, and is sufficient at
this level.
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Mneatinne and Answerea .

o UDAG budget request. Isn't the President's actual budget

request for UDAG really a lot less for 1984 than the level
for 19832

The President's request for new budget authority is for
$196 million.

Under the President's proposed 1984 budget, the
requested $196 million in new budget authority for
1984, combined with the proposed deferral of $244
million, would have maintained the $440 million program
level in 1984.

Although the Congress directed tht the $244 million be
used in 1983 in the recently enacted "Jobs" Bill, the
total UDAG resources available in 1983 and 1984 will be
nearly $1 billieon,

o Number of projects. How will the President's request

affect the number of projects which can be s ported?

The CDBG request, which is for the same level of
funding in 1984 as in 1983, will be sufficient to
maintain the same level of activity.






