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Large forces are reshaping our
economy. They are ~lso affecting the
well being of indMd~als ~nd ~hdr
communities. These developments
have focused ~e affen~ion of many
municipahties and re~ions on the
need to plan for economic ~ro~h.

One school of thought contends
that regional planning entities, as
opposed to federal, state, or mu-
nicipal governments, can best
position themseh, es advantageously
in a global economy. Perhaps most
important, a regional approach
to economic development can
marshall the resources of all sectors.
tt involves creating and attracting
the resources (financial and other-
wise) that flourishing communities
often take for granted. It also in-
volves the somewhat more abstract
"community-building" -- creating

the social glue that binds people
together" in a shared sense of place
and community well-being by
strengthening the relationships
among indMduals, families, and
organizations.

Successful pursuit of regional eco-
nomic development requires effec-
tive coordination of myriad ele-

ments. Although resources may ex-
ist, they are almost always frag-
mented. Regional networks can ef-
fectively coordinate and utilize the
resources that will capitalize on
economic development endeavors.
Networks that can tap into and
make creative use of such assets
have an improved potential for
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Beth Siegel is co-founder and presi-
dent of Mt. Auburn Associates. De-
von ~’ney is an associate at Mt.
Aub,rn. Togetl, er, _Ms. Siegel
Ms. ~n~v haw ~ork~d with owr 20
communities and ~egions, assisting
them in the devdopment of strategic
~conomic development plans.

A football team is unhkely to win a
championship without a carefully
cra~ed game plan, just as an en-
trepreneur is unlikely to build a
profitable company without a busi-
ness plan. As communities have
grasped the importance of eco-

nomic development, they have
learned to respect the same need
for planning.

While planning has been carried
out at the local level for some time,
communities have frequently taken
a narrow approach to development
planning by looking at either sup-

ply, primarily job placement con-
cerns for local residents, or de-
mand, ptq_marily the concerns of the
business community. A strategic
approach to economic development
considers both sides of the equa-
tion. A regional approach goes even
further, by incorporating informa-
tion about the broader economic
environment in which a municipal
ity functions.

Economic Need for
Regiona! Planning
Over the past decade a sense of eco-
nomic insecurity has cast a shadow
over" New England. A number of
forces have contributed to this
trend, including market globaliza-
tion and increased capital mobil
ity, rapid and constant technologi-
cal change, and changes in public
sector roles and resources. These
forces are transforming the New
England economy, and have led to
a declining manufacturing sector;
a bifurcated labor market that of-
fers on the one hand low-paying,
temporary, or part-time jobs and,
on the other, knowledge-intensive
jobs that require skills that many
do not hold; and deepening gaps
between rich and poor.

The Casefor Regional
Planning
Many communities react to eco-
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from the Editor continued...
meeting regional economic ctevel-
opment goals.

Financial institutions play, a pivotal
role in such a networl~. They can
t~e invalual~le participants in
developing plans for economic
groxvkh. They may also participate
as crucial partners ~vith put~lic
agencies and nonprofit organiza-
tions t:o finance new ancl ongoit~.~
ventures. [n short, they ,,dll supply
~he financial aclhesive that will
unify a re~ion’s assets to t~uild an
egective ctevelopment egort.

This issue o~ Commt¢nities
;,~ is largely devoted to
o~ e~ective planning ~or regional
economic development. We also
loot~ ~ how on~ ~u~sshl o~¢~ni-
zation in Maine has undertaleen
economic ~evelopment.

In their feature arkicte "Strategic
Approaches to Re¢ional Economic
Development," Beth Siegel anct
Devon Winey o~ Mr. Auburn ~-
socia~es outline the t~ene~its o~ re-
gional plannin¢ and pro,qde a tem-
plate ~or undertal~ing a regional

economic clevelopment effort.
Carla Dichstein then profiles
Coastal Enterprises, Inc.’s regional
development efforts in southern
and mi~tcoast ~iaine.

In Compliance Q{~A, Carol
I~uBen anal ;-knthony I~icl.-o of the
Federal ICeserve Banl~ of Bostou’s
Bank- Examination Department
answer some o~ the most ~requenkly
asl~ecl questions at~out Home Mort-
gage Disclosure Act compliance
ancl reporting requiremen{s.

Community Developments lis~s
publications availat, le tlor those in-
keres~ecl in pursuing regional eco-
nomic clevelopment; it also supplies
information at~out other commu-
nity ant! economic clevelopmenk
resources. Finally, it offers a list of
materials to help you unders~ancl
the new Community ~einvestment

Act regulations.

We hope you fincl Com,,,u,,i*ies &
Ban~in~ useful and informative
and, as always, we invike vou ko
complete and return ~he reader re-
~pon~ ~rd lo~t~d ~t th~ b~l< of
this issue. C~

Communities ~ Ban,in~



St~oteoic 8pprooches. cooI
~omic problems rather than plan
~or economic oppm~uni~y. ~or
ample, when a to~1 bu~in~ closes,
leax4n~ an empty buitdin~, a com-

munity may undertake an eco-

nomic development project a4thout
adequate attention to the com-
munity’s economic needs, re-

sources, or development goals. >~-

Reoionol economic development stroreoic
plonnino is o sqstemofic, brood-bused
effort to determine t"here o communilq
founts ro Oo ond hot, it con get there.

other town may attempt to copy a

neighboring community’s strategy.
Howevm; a community is not litaely

to succeed at economic development
by reacting rather than planning,

or by copying another’s strategy.

By contrast, regional economic
development strategic planning is
a systematic, broad-based e~ort to
determine where a community
wants to go and how it can
there. Economic 3evelopment stra-
tegic planning involves clarifying
the community’s concerns and
#oals, assessing its external envi-
ronment and internal resources,
identi~yin~ and evaluatin~ eco-
nomic development strategies, and
designing and implementing an e~-
~ective plan. Once a community
has ~etermined its goals and the
~arriers to achieving them, it can
develop e~ective programs and
~iciently ~llo~t~ r~o~.

Increasingly, actors at the local and
regional level loo1~ toward economic
&velopment to address the need for
economic oppm±unity. As they do
so, they should examine both their
local and regional economies.
There are many reasons fox" tal~ing
such an approach:

Lal, or.force mo~ihty means t]~at com-
munities are tied to one anot]~er. No

community operates in a vacuum;
it is tied to surrounding munici-
pahties. A plant closing in one town
is hl.-ely to affect its surrounding
communities.

Lo~al ~o,,,,ercia/ ~e~tor ate/try &-

economy. Put simpl5 lo~1 ~tor~ ~
unhlaely to thrive i~ re~ional unem-

ployment is in
doubb digits.

Implementation of
strateyies requires
tappin9 into rwiona]
resources outside a
narrow 9eoprap]ffc
~,-~. TM r~ou~
o~ whi& lo=~1 ~u~i-

nesses draw are ~requen@ lo~t~d
outside the immediate municipal-
ibm. Financial, development, and

educational institutions, ~or ex-
ample, ~enerally serve regional
marl~e~s.

9anizations to col]at)orate. Collabo-
ration creates greater political vis-
ibility and builds economies of
scale useful in both planning and
implementation.

Undertaking Regional
Strategic Analysis
Each step in analyzing a regional
economy wkll answer one of three
questions:

1. How ice]! is t/w economy meetiW
t]~c needs qf area residents? This
question examines whether the
economy is producing an adequate
number of quality jobs.

2. W]~at is t]w structure of t]w local

region ~ economic pe~ormance~ This
analysis focuses on the business
sectors that supply goods or setMces
to customers outsi~e the region,
bringin~ new income to the region.
Particular attention d~odfl be paid
to the industries that fuel a region’s
economy -- so’ware development
in Boston, ~shin~ in New Bedford,

biotechnology in ~rorcester.

.3. How strong is t]~e reyion’s eco-
nomic resource ~ase? The resource
base includes the labor force, edu-
cation and training institutions, de-
velopment institutions, physical in-
frastructure, financial resources,
and technology organizations.

Benefits of Strategic
Plannin~
Strategic planning has many ben-
efits, all of which can lead to effec-
tive and efficient use of scarce re-
sources. Besides helping commu-
nities to reach specific goals, addi-
tional benefits include:

o Building l~nowledge and aware-
ness by offering greater insight into
the strengths and wea!~nesses of the
economy.

° Accurately diagnosing problems
by presenting an objective assess-
ment of the re~ion’s economic
problems.

. Separating myths ~rom truths by
allowing for systematic testing of
commonly held perceptions.

° Determining appropriate strat-
egies by establishing an informed
foundation based on the region’s
needs and opportunities.

. Building consensus, which yields
cooperation among various con-
stituencies that spills over into
other regional activities.

Pursuing a Re,/tonal
Planning Effort
Regional plans by, definition include
a number of communities. Expe-
rience has sho~m that such a plan-
ning egork needs to be shepherded
by a regional entit> whether an ex-
istin_~ ordanization or a group as-
sembled for this specific pu~ose.
Existing regional organizations
that have successfully guided stra-
tegic planning efforts include coun-
cils of government, planning agen-
cies, wor!~ force development



l~egional planning is particularly
dixC~icult in New England, where the
political system is ~ounfle~ on mu-
nicipal autonomy. To~s in New

EnslaM have little histo~ o~ re-
8tonal cooperation, nor do they
have an infrastructure o~ regional
orSaniza~ions on which to draw.
Hence, communities wis~in8 to
pursue regional economic ~evelop-
ment 8enerally must ~orm new re-
8tonal alliances. One ~ene~it o~
~orming a new enti~, is that it en-
~1~ the reSion to involve a broad
constituency o~ paKicipants, which
should include indM~uals ~om the
pu~hc and private sectors, commu-
niky-~ased organizations, an~ rep-
resentatives o~ ~ey resource orga-
nizations.

Among the resource organizations
to be included in the planning pro-
cess are financial institutions.
Banks can provi& valuable infof
mation in the strategic planning

process. Lenders that can aggregate
their experiences along with those
of individual enterprises will add
much to the regional planning ef-
fort. Banl,’s can
provide important
information about
the health of the re-
gional economy, in-
cluding business in-

terest in expansion
and trends in busi-
ness formation and failure. Banl,~
participation in regional strategic
planning can also invoh, e a healthy
dose of sel~-interest, since in the
shor~ term the regional alliance
proxddes an excellent opportunity
for networking. And in the longer
term economic groa4h will spur
demand fox" bank lending.

I~egional strategic planning is by no
means a "quick fix" for the eco-
nomic problems ~acing New En-
gland. However, regions withng to
invest the time and resources in a
long-term strategic planning effot~c

,,all reap years c ~ rewards. While Sw
have tried to quanti~y the benefits
of strategic planning, anecdotal evi-
dence suggests that communities

effort ~ill reap tleors of re~ords.

that have completed planning
~oYl:S are more responsive to ~he

ordinaHon among existin~ organi-
zations, ~arge~ their efforts to at-
tract new indust~T more
and demonstrate improvement in
the economic well-bdnS of
~usiness community and o~ work-
ing residents.

~ r~con,,nend several p.t~&ations
on regional strategic p]anning for

tl,~,,, fi~t~d in t/,~ Co,,,mu,,itv D~-
velopments section of tiffs issue.
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Coastal Enterprises, Inc. (CYJ~I) cre-
ates socia/ and economic opportuni-
ties for Maine residents, t~usinesses,
and communities. C~I practices
statewide wit]~ a specia] focus on
yional ~ve]opment in sout/,ern,
midcoast and centra/ Maine. It is

stratwies t~at suppo~ specific sec-

nancin9 and teclmica] assistance.

Carla Dic]~stein is Senior Develop-

ment Officer /or l~esearc,I, and Polic~
Deve/opment at C~I. cq]~e oversees
new initiatives, suc]~ as C~[’s Green

Ms. Dic/estein also a~,’ected t/~e
sign and anal.sis of cEz’s Social
~conomic Impact ~sessment,
examined d,e outcomes of CEl’s

Why Regional
Development?
Targeted regional development is a
means to accomplish CEI’s mission
of helping Maine’s people and com-
munities, particularly those with
low incomes, reach an adequate and
equitable standard of hying. Devel-
opment is not an end in itself; it is
not simply a question of creating
jobs oz- wealth, or of increasing the

tax base. It is instead a means to
improve the lives of people. It
shodd therefore be measured by its
impact on people -- especially on
the poorest people.

When undmd:aking regional eco-
nomic development, CEI ap-
proaches the task in a multi-~ac-
eted way:

¯ thinking hohstically about a
region’s development needs and
opportunities;

" creating assets that assist people
and businesses;



° targeting businesses and sectors
that create quality iobs or provide
important services, especially in
distressed sectors or communities;

° hnt~ing low-income people and
AFDC recipients to jobs and re-
sources;

° worl.’ing in partnership with
banl~s and others i~1 the private
public sectors.

Thinlaing Hohstically
The needs and resources of com-
munities determine CEI’s develop-
ment strategies. A communi~.Ps as-

sets, rather than its deficiencies,
~ure prominently in CEI’s got-
tom-up approach. Such assets in-
clude a communi~v’s n~tnral re-
sources, i~s ~usinesses and institu-
tions, and its people ~ particularly
the unemployed and those on
public assistance. In this model,
~usiness development ~a~es cen-
ter stage in CEI’s wor~ ~o help
indMduals and communities cre-
ate employment an~ economic
opportunity. Recentls5 our devel-
opment s~rate¢ies have adde~
sustainable development goals
~hat incorporate em4ronmen~al
criteria into the selection o~ spe-
cific sectors an~ flevelopmen~

str~t~i~s. Th~, ~fl&fl criteria
h~ve l~fl ~o o~r fin~n~in¢ ~u~in-
~bl~ fisheries, aCriculture, and
environmental influs[ries.

eve~-,, &liar le,,eraCes 82.70 i~ ini-
tial ~inancin~ and 84.70 of total
[-inancing ~or the firm.’

CEI concentrates on furnishing
gap financing and technical assis-
taI~.ce. In 1982 we began ~o raise

~rants and loans that could be re-
lent ~nd invested as su;ordinated
&bt ~nd equity capital ko ~inance
startin~ or expandin~ enterprises.
Businesses o~ a variety o~ sizes ~

[~rom microenkerprises ko job-gen-

~raU~ ~m~ll businesses -- can now
lo& to CEI for ~ ~onUnuum of
[inancin¢, with loans and inves[-
men~ ran~in~ from ~5,000 ko
~750,000.

Tar~ie.tin~ Sectors ~or
De~ elopment
Targeting specific sectors has
allo~,ed CEI to access industry

information, which in turn im-
proves our nnderstanding of mar-
l~ets, out" underwriting, and our
abihky ~o meet industry needs
through ~inancial and technical
assistance. CEI initially targete~
natural resource industries sucl! as
~isheries, aquaculture, ~m~ll-~l~
[armin~, and seconflaq wood prod-
uc~s. La~er we diversified our por~-
folio to include manufactures, child
~r~, ~for&bl~ ho~in¢, ~nd ~n,4-
ronmenkal industries. ~% are now
considerin~ opportunities in decen-
tralized health care delivery and
adult ~amilv care.

~hen examining and developin~ a
specific sector CEI undertal~es a
variety of tasl.~s: 1) we assess the
opportunity anti marl~e[; 2) we sup-
ply Cap ~inancin¢, often ~y crea~in~

Creatin~ Assets

Creating assets is the most con-
crete way that CEI intervenes in
regional development. Asset de-
velopment is also an important
part of institutionalizing eco-
nomic development and achiev-
ing a long-term impact. To ac-
complish this objective, CEI has
established an internal asset base
that we utilize to help businesses
and indixdduals create their own
assets. ~ror!~ing in partnership
with other finance institutions
-- particularly banl~s -- CEI le-
verages other conventional and
8overnment financing. On average,



a sector-specific loan fund; 3) we
offer business technical assistance;
4) we finance infrastructure and
institutional development (for ex-
ample, fish piers and vegetable cold
storage facilities, and assistance in
developing trade organizations’};

Our experience has demonstrated the
importance o[ sector diversification

combined tuith a Iocus on industries that
are importanl to local communities.

and 5) we engage in pohcy &vel-
opment to 13etter focus resources
toward identified sectors.

The fishing industD, is a prime ex-
ample of a long-term sector initia-
tive. Since 1979, we have financed
50 loans and investments, includ-
ing the industry’s newspaper, to
help foster economic benefit from
the groundfish, pelagic, and shell-
fish resources. This financing has
helped some 1,500 fishermen,
crew, and processors. Another CEI-
financed venture, Resource Trad-
ing Company, which mar!~ets
Maine fisheries products to over-
seas mariners, now claims ~1~
~10 million and supplies jo~s ~o
250 wor~ers and fishermen. Wit~
t~e current crisis in fisheries
~o~e~, we ~ wo~i~ wit~ fish-
ermen, processors, and industry
organizations ~o researc~ new mar-
~ets and to develop new products.

Linhing Jobs to People
CEI does not believe that economic
grov,4h by itself "li~ts all ships."
Instead, CEI believes that a con-
scious effort must be made to ex-
tend job opportunities to people
with low incomes and those on puB-
lic assistance. We accomplish this
objective hy linking smal! business
financing with job opportunities for
the targeted groups.

Before offering financing, CEI
screens job-generating businesses to
determine whether they offer equi-

table entt3,-level wages and benefits,
a good worl~ environment, and op-
portunities for career development.
2As a condition of a loan or equity
investment the company signs an
Employment Training Agreement
(ETAG) in which it agrees to con-

tact CEI to help fill
targeted job openings.
CEI tl~en work-s wid~
the firm [o screen can-
~ida~es ~or appropriate
s~ills and to mobihze
training resources
f~om state agencies. By
worhing in such part-

nerships, we have filled between 20
and 25 percent o~ job openings with
low-income people and AFDC
recipients.

One company that benefited fi’om

our ETAG was Soleras, Ltd., a
metals fabrication shop and pro-
ducer of compact disl~ stoch. ’Along
with Fleet Banh, CEI provided
~750,000 to finance the expansion
of the business. We then helped
Soleras customize a training pro-
gram through the area vocational
school and placed people into field
training for the new positions.
Soleras management have found
that they can now get motivated,
well-trained worl~ers; they have
found it so effective that Soleras
now worlds directly with the welfare
and employment training systems.

Partnerships: The Key to
Mahin¢ a Difference
All of CEI’s development projects
are accomplished in partnership
~4th other businesses, banlzs, and
public and nonprofit agencies that
share similar interests. The specific
partners brought into a project al-
ways depend on the industry’s
needs. Targeted job development
hnhs businesses with an array of
public and private resources, such
as the Maine Department of Hu-
man Serxdces, the Maine Depart-
ment of Labor, or the Maine Cen-
ter for Women, ~Vorl~, and Com-
munities. Our gap financing pro-
grams leverage additional banh

nancing from national banl~s, such
as Key Bank’, or local banl~s, such
as Bath Savings Institution.

CEI’s targeted development strat-
egies have primarily benefited
southern, midcoast, and central
Maine. For certain sectors, how-
ever; our efforts have crossed re-
~ional boundaries. A recent s~udy
evaluakin~ CEI’s impac~ (L~Pl~t~
1995) showed tha~ communities
that were economically distressed
or dependent received the largest
proportion o~ CEI’s financing, and
th~ o~-Ml~ o~ ~t~ new job~ ~-
ated were in communities needing
reinveskment. The study also

showed that CEI’s targeted" devel-
opmeni skrate¢ies ~enefiked many
people in need of economic oppor-
tunity: 66 percent of microbusiness
owners, and over one third of em-
ployees at ~m~ll ~usinesses, were
previously either unemployed or
without steady worl~.:

Our experience has demonstrated
the importance of sector diversifi-
cation combined with a focus on
industries that are important to
communities. After expanding out"
lending and sector initiatives from
natural resource-based industries to
sm~ll-scale manufacturing ~nd
cial serx4ce sectors, we are currently

rex4sitin~ sectors that are funda-
mental to the health o~ rural

Over the past 18 years, we have
found that successful sector strat-
egies require industry, analysis to
determine the potential for inter-
venUon, a~ ~reat deal ot7 political and
sta!~eholder analysis to create solid
partnerships, and finally, a willing-
ness to experiment.

FOOTNOTES
1 These leverage figures represent firms
with CEI inve_2tme;ts of over $25,000,

2 See Josephine LaPlante "Evaluating the
Socia and Economic Impacts o[: Small Busi-
ness Develop.recur Assistance." Portland,
Maine: Muskie Institute o~ Public Affairs,
University o~ Southern Maine, 1995.
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COMPLIANCE Q & A

bq Carol Ruben and Rnrhonq Rit~o
Deparlrnenl ol Supervision and Regulation, Federal Reserve Bank ol BNon

Q. what is the definition of
"dwelling" under the Home
Mortgage Disclosure Act
(HMDA)?

A. A dwelling is not limited to the
principal residence of a mortgage
applicant; it also includes vacation
and second homes, rental proper-
ties, mobile homes, multi-family
structures (apartment buildings),
and condominium and cooperative
units. Recreational vehicles such
as boats or campers, and "use" in-
terest purchases of time shares are
not considered dwellings.

with respect to structures such as
dormitories or nursing homes, an
institution need not treat these
structures as dwellings. If an in-
stitution ~4shes to report the trans-
actions, it must determine that the
structure is a residential structure
under state or fe&ral law.

Q. Are institutions required to
report home equity lines of
credit?

A. No. Such reporting is optional.
However, an institution that re-
ports home equity, lines of credit
must report dispositions of all ap-
phcations, not just originations. If
the institution chooses to report
them, only the amount used for a
covered purpose is reported. Report-
ing refinancings of home equity
lines of credit is also optional.

Q. When should an institution
report home improvement
loans?

A. An institution reports such
loans only when they are made for
purposes of home improvement and

are classified by the institution as
home improvement loans. Home
improvements include improve-
ments both to a dwelling and to the
real property on which the dwell-
ing is located.

Q. What if only a part of the
loan proceeds is for purposes of
home improvement?

A. The entire loan amount may be
reported as a home improvement
loan even if less d~an 50 percent of
the total loan proceeds will be used
for home improvement, provided
the institution has classified the
loan as a borne improvement loan.

Q. Are prequahfications or
preapprovals reportable on the
Home Mortgage Disclosure Act
Loan Application Register
(HMDA-LAR)?

A. No. For 1996 data collection,
institutions need not report
prequah~ication or preapproval re-
quests on the HMDA-LAR.
Even if an institution treats a
prequahfication request as an
apphcation under Regulation B, its
prequahfications and preapprovals
are not reportable on the HMDA-
LAR.

Q. How should a loan used for
both residential and commercial
purposes be reported?

A. When a loan falls ~ritbin a cov-
ered purpose under Regulation C,
it may be reported on the HMDA-
LAR.

A loan to improve property used for
both residence and commerce sat-
isles the purpose requirement if the

loan proceeds are primarily to im-
prove the residential portion of the
property. If the property is prima-
rily residential the loan also satis-
fies the purpose requirement if it
is used to purchase or improve the
entire property. An institution may
use any reasonable standard to de-
termine the primary use of the
property, sucb as square footage or
income generated.

Q. When must an institution re-
port a refinancing?

A. A refinancing of a loan consists
of the satisfaction and replacement
of an existing obligation by a new
obligation by the same borrower.
The term "refinancing" refers to
the new obhgauon.

If the existing obligation is not sat-
isfied and replaced, but is only re-
newed, modified, extended, or con-
solidated, the transaction is not
considered a ~efinancing for pur-
poses of HMDA. Institutions
must report all refinancings of
loans secured by one- to four- fam-
ily residential dwellings regardless
of the purpose of the transaction.
The regulation now specifies that
if an institution l~nows that the
original loan was not intended for
home purchase or home improve-
ment, the refinancing need not be
reported.

Tbere are three methods of deter-
mining when the new loan is con-
sidered a refinancing.

1) An institution can determine
the actual purpose of the existing

obligation.



2) ~-~aa institution may rely on a
statement of ttae applicant as to the
purpose of the original transaction.

The ne~, obligation is a refinanc-
ing of a home purchase or home
improvement loan if either the ex-
isting or kite new obligation was
s~r~d bv ~ li~ on ~ dwdhng.

Q. ~lay an institution report as
a reJ~inanclng a loan secured hv
an applicant’s unencuml~ered
principal dwelhn~?

A. This transaction may not be
reported as a refinancing. The new
transaction must always meet the
definition of a refinancing, which
requires the satisfaction and re-
placemene o~ an existing obhcation
wid~ a new obligation.

Q. When must property loca-
tion be reported on the H>IDA-
~LAR?

A. Oenerally, property location in-
formation is required ~or loa~s or
applications relating to property
located i,~ a Metropolitan Statisti-
cal Area (MSA) where an inskitu-
Uon has a home or branch o~ice.

O. How should an institution
report a proper~, location on the
H>IDA-I~LR when it is outside
the MSA?

A. For loans on property located
outside the MSAs in which the in-
stitution has a home or ~ranch o~-
~ice (or outside any MSA), tt~e in-
stitution may enter the MSA,
slate, count, and census track num-
bers or it may enter the code "NA"
in each o[ these ~olun~u~. At i~s
option, an institution may report
property location by using a Blocl~
Numbering ;~’ea (BNA) as estab-
lished bv the U.S. Bureau o~ the
Consus.

~\~te: Ban~s and savings associa-
tions zcit]~ total assets of ~25d mg

associations t,l~at are subsidiaries qf

mow must enter t/w location qf prop-

~,-t~ /oc~t~d o.tside t/w MSAs in

o; o.tsid~ a.. MSA.

Q. Should HNDA data reflect
partial interests in loans?

A. No. ’Ad~ institution that origi-
nates a loan and then sells pazqcial
interests to other institutions re-
ports the loan as an origination.
~ institution that acquires only a
partial interest in such a loan does
not report the transaction, even i~
it has participated in the underwrit-
ing and origination o~ the loan.



In an e~ort to help financial insti-
tutions address the intricacies of
lending to Native Americans, the
Federal Reserve Banlz of iX’linne-
apohs recently sponsored a series
of seminars entitled Lending in
di~n Count~u: C.lt.~d ~d L~I
Issues. The one-day proSram was
flesiSnefl to help financial instRu-
Uo~s uM~t~fl th~ ~dtural and

"TlTe comp]exities of Indian law, and t]Te implica-
tions of trit~al sovereiyntv create ]egal and po]itical
uncertainties for lenders and inves~ers .... In fac~,
~]~ eonffnuing unc~aintie~ may repre~en~ ~]~
greatest ~arrier to ,no~i]iz~ng Capita]for Indian eco-
~omi~ ~d b,~i,,~ L~Jop,,,~,,t."
Timothy I. Smith, io. p.p~ ~o~ tM No~th~.~t ~. Fo.~d.-
tion, ~t. Pa~, }[innesota.

legal issues involved in estaldishing
a profital~le lending program in In-
dian country. The seminars also
drew other organizations that were
equally interested in estal~hshing
fective worl~ing relationships
Indian tri~es. James L. ~est, an
expert on Indian economic and
~usiness development, and Mar~
J~go~, ~ l~flin8 authori~, on 1~8~1

ma~ers related to
underta~in~
~usiness in In-
dian country,
conducted the
seminars.

The Federal I~e-
serve Ban!~ of
Minneapolis has

reproduced this one-day seminar in
a series of videotapes and an accom-
panying manual which address the
various cultural and lecal concerns
that a financial institution must
understand and address in order to
estal~lish a profita]~le lending
program in Indian countW.

Cultural differences present an ini-
tial challenge as financial institu-
tions consider estaldishing a tril~al
lendin¢ program. The program
gins by descri]~ing Indian traditions
and the history, of federal legislation.

Capital formation in Indian coun-
tW is a particularly di~cult under-
talzing for many tril~es, even when
they have a successful tracl~ record.

Communities ~ B~n~in~



~%st and Jart~oe acldress how finan-
cial insSitutions may assess creclit-

worthiness ~v ta~in¢ into account
income t[rom trit3al ~n~st assets and

~overnmen~ crecli~ enhancements,

t)oth o~ which can mahe lendin~ in
In,hen countt3, more at~rac[ive.

Lenchn8 in Inchan count~, presents
other challenses for ~-inancial insti-
tutions -- such as iclentit~yin¢ col
latera! ancl secon~taz3, sources o~
repayment, sovereign immunity,

worl~in~ with ~ec[ion 1~ co~ora-
eion~ ~ M1 of which, with su~i-
cient l~nowlectse and ~oresicht, a
lencl~r may a~tclress effectively. The
seminar ~lescri~es how ~inancial
institutions should approach these
issues, incluchn8 as~in¢ the riCht
questions (such as "~ho is the bor-
rowmo the tribe or an infli~dflual?"),
cte~inin~ the [erms o~ tribal waivers
o~ sovereign immunit}5 obtainin~
explicit aCreements with the tri~e

secon~lat), source o~ repayment, an~

securin¢ the Bureau of Indian M-
fairs’ ~eckion 81 approval ~or M1
contracts involvin8 the use o~ lancl.

This is a comprehensive paclaase.
It inclucles supplementary materi-
als such as articles explorin¢,
amon~ other issues, the nature
tril~al sovereignS,; state, civil and
criminal jurisdiction over Indian
l~n~t~; ~n~t th~ principal I~¢M is~u~
involvec[ in len~lin¢ in Indian coun-
try. It also includes sample
documents and an example o~ a
Bureau of Indian ~£airs Economic
Development Grant proposal.
nM15, kh~ pa~l~N~ in~lu~t~ r~ou~
iuformation ~rom the Fecteral
Home Loan Ba~ and the Bureau
of In~ti~ ~i~, M1 o~ which help
~uide ~inancial institutions as they
estaMish lendin~ programs in In-
titan Countt)~.

This victeokape series is available by
mail order through the Federal
12eserve Banle o~ Minneapolis.
Please see Community Develop-
merits on pa~e ~ ~or orcIerin~

information.
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