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Federal incentives to the country’s poorest areas may play a key role in stimulating and 

continuing economic recovery.   

A hearing before the House Committee on Ways and Means highlighted advantages from 

federal economic incentives for distressed communities, but downplayed areas for improvement.  

 The current incentive program, based on employment tax incentives and commercial grants, is 

set to expire in December, and the committee must decide if it will renew and extend the program. 

 “This strikes me as a targeted, specific, tangible thing we can do…nothing matters more than 

restoring our job base,” said Committee member Artur Davis (D –Ala.).  

 Representatives from both public and private sectors submitted cases for continuing the 

program, despite some admission that the program has its faults. 

 Re-balancing the finances of the program will be an integral factor if extended, said Jonathan 

Beard, the president and CEO of Columbus Compact Corp.   

“There has been tremendous loss to the Treasury from tax incentives…with direct spending 

down to zero,” Beard said.  

Still, he didn’t hesitate to advocate continuing the program. 

 With appropriate adjustments, Beard said, Empowerment Zones and Renewal Communities, 

distinct types of distressed communities, can benefit greatly from federal incentives.  

“Anything that provides cash, anything that provides commercial revitalization…those are the 

kinds of incentives” worth looking at, Beard said.  

Others said the purpose of the program, and its aims at boosting employment are worth 

keeping it in tact.  



“We’re looking to expand our arsenal of economic incentives; cities are hurting,” said John 

Judge, the chief development officer for the Office of Planning and Economic Development in 

Springfield, Mass.  

Companies that capitalize on federal incentives can make a difference in local industrial markets 

and economic development. 

American Apparel, Inc., the largest manufacturer of United States’ military uniforms, relied on 

federal incentives for its plants to keep from relocating. 

“We’ve chosen not to move our work to Mexico or Puerto Rico…the single largest, key factor 

was the renewal tax credit,” said Carl Barranco, the company’s secretary and treasurer. 

Barranco said the company’s employment level reached the highest it’s been in the past five 

years, largely because incentives keep the company from needing to close specific plants down.  

“We can’t operate in a vacuum, our community needs this as well,” Barranco said.  

Although other incentive recipients have not seen the same progress as reported by American 

Apparel, advocates say it’s because previous policies were so damaging to the economical 

infrastructure.  

“Decades of under-investment will take time to rectify,” said President and CEO of the Upper 

Manhattan Empowerment Zone Development Corp., Kenneth Knuckles.  

Knuckles said that since Development Corp. first started handling tax incentives in 1995, 

accompanied by a federal grant of $100 million, it has invested over $223 million in upper Manhattan 

neighborhoods, helping to create over 9,000 jobs in the area.  

Its practices of providing small business loans, funding construction projects, and directly 

investing in the non-profit sector, make Development Corp. highly dependent on the incentives’ 

renewal.  



But if the incentives are extended, they may possibly be tied to new legislation with new 

regulations. 

One possible addition is the Small and Medium Urban Regions Growth and Empowerment Act, 

proposed by Congressman Daniel Maffei (D – N.Y.).   

The Act – dubbed SURGE – would allow businesses based in small population zones to hire from 

nearby distressed zones, without losing their federal incentives.  

Beyond concerns of amendment, the fear among most representatives of distressed 

communities is the complete loss of the program.  

 “I can promise you, without this credit, the challenges our community faces will be 

insurmountable,” said Barranco.  
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