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FOREWORD

This is the second report on a study by the Brookings Institution 
of the political and social impacts of HUD's Community Development 
Block Grant program. The first report, Block Grants for Community 
Development, released by the Department early in 1977 (and subsequently 
reprinted by the U.S. Government Printing Office), was of considerable 
value in the ensuing Congressional debate over alternative funding 
formulas.

This second report examines a number of key issues involved in 
the CDBG program and is especially important because of the 1977 
legislative changes made in the program. What are the regional effects 
of the shift to a dual formula allocation system? What impact has 
decentralizing substantive decisionmaking had on program activities?
Are the kinds of program activities undertaken in the CDBG program 
different from those undertaken under the categorical grant program 
procedure?

Tentative answers to these questions are given in this report. 
Definitive ones are not possible now because the program has a new 
identity and many changes are likely to occur over the next several

However, HUD must understand as best it can the nature of theseyears.
changes as they are happening.

To help in this evolving process, this Office has commissioned a 
third report covering the third and fourth program years, planned for 
the siammer of 1979, anticipating the next major round of Congressional 
review. A final report, based on data for the first six program years, 
is scheduled for 1981.

I welcome your reactions to this analysis.

Donna E. Shalala 
Assistant Secretary for 
Policy Development and 
Research
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PREFACE

What happens when federal grant policies are changed? This is the

second in a series of reports that seek to answer this question for the

community development block grant (CDBG) program. This program,

in 1974, provided $3.5 billion to local governments in 1978 toenacted

undertake a wide range of community development activities. The first

report on the Brookings study of the CDBG program was issued by the

Department of Housing and Urban Development in January 1977. In all

there will be four Brookings monitoring reports on this program from

its inception through the first six years of activities.

Since the publication of the first report, the Brookings

Institution has expanded its monitoring studies and established a

Monitoring Studies Group. As part of this reorganization, Paul R.

a Brookings senior fellow on leave from Holy Cross College inDommel,

Worcester, Massachusetts, where he is a professor of political science,

named project director for this study and is the principal personwas

at Brookings responsible for this report. He was assisted by Sarah F.

Liebschutz, associate professor of political science at the State

University of New York at Brockport, who worked on the program data,

and Margaret W. Wrightson, formerly a Brookings research assistant, who

James E. Jernberg,worked on the decisionmaking process data, 

associate professor of political science at the University of

analysis.Minnesota, urbanassisted with the county

vii
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Center for Urbanassociate professor at theLeonard Rubinowitz,

Affairs, Northwestern University, 

professor at the Lyndon B. Johnson School of Public Affairs, University 

of Texas, reviewed the draft report and contributed important comments

assistantand Victor E. Bach,

Linda C. Berger, Arthur A. Morton, andto the final version.

Michael J. Rich served as research assistants for this report;

a student intern from Yale University, alsoPhilip L. Denlinger,

assisted. Editorial assistance was provided by Elizabeth W. Kodama.

typed by Dinah Smith, Thomas T. Somuah, andThe report was

Ruth C. Lates.

Special thanks should also be extended to a number of HUD

officials: Frederick J. Eggers, John L. Gardner, James R. Broughman,

and William H. Bowman. Warren H. Butler, former deputy assistant
it secretary of HUD, served as an outside reader and contributed important 

comments to the final report.

5

As is the usual practice for Brookings, the work done on this

report is the responsibility of the authors; it does not reflect the

interpretations or views of the trustees, officers, or other staff

members of the Brookings Institution.

Richard P. Nathan, Head 
Monitoring Studies Group

Washington, D.C. 
June 2, 1978

viii



CONTENTS

Page

iiField Sites and Research Associates

viiForeword

Contents ix

List of Capsules xii

List of Tables xiv

List of Appendixes xvii

Chapter 1. INTRODUCTION

Brookings Monitoring Research 
Characteristics of the CDBG Sample 
Major Issues and Findings

2
6

10

Chapter 2. CHANGING THE LAW: THE DUAL FORMULA

Summary of Changes 15

21Altering the Distribution System 
The Formula System 21

32Urban Distress and Formula Criteria 
Aging Cities 
Growth Lag 
Measuring Distress

32
34
35

39Targeting and the Dual Formula

i 42Distributional Patterns: Dollars and Shares 
Regional Distribution Patterns 
Types of Communities 
Intrametropolitan Disparities

45i
48
52

55The Overall Pattern of Federal Aid Distributions

ix

I



;
1

INTERGOVERNMENTAL RELATIONS UNDER 
THE BLOCK GRANT PROGRAM

Chapter 3.\
\ 1

63The State and Regional Role
I

66HUD Influence: An Overview
Opportunities for HUD Influence
The Level of HUD Influence
The Decentralization Impact of CDBG
Changes within CDBG: Year One versus Year Two
Red Tape

r 66
68
71
74
79

81An Analysis of IssuesHUD Influence:
Strategy Issues 
Program Issues 
Compliance Issues
Administrative and Technical Issues

84
93

102
107

Concluding Comments 108

Chapter 4. THE DECISION PROCESS

Summary of Findings 112

Decisionmaking Systems
Executive Dominance 
Increasing Legislative Influence 
The Specialists' Role 
Citizen Participation

114
119i 123
128
132=

Decisionmaking in Urban Counties 
Allocation Systems 
Participation and Influence

152
156
161

Summary Comments 163

Chapter 5. THE USES OF CDBG FUNDS

Program Allocations
Housing and Neighborhood Conservation 
Planning and General Development 
Urban Renewal Continuation 
Social Services and Facilities 
Economic Development

167
174
176
180
185
189

iI, X

:'I:
V



192Analysis of Program Uses
Explaining Strategy Choices 197

204The Fiscal Effects of CDBG Funds 
Net Fiscal effects 
Fiscal Pressures 
Attracting Private Sector Funds 
Attracting Other Public School Funds 
The Timing of CDBG Spending

204
208
211
215
218

Chapter 6. HOUSING REHABILITATION

229Local Program Design
Public and Private Sector Involvement 
CDBG-Funded Rehabilitation Programs 
Leveraging Programs

230
234
236

240Program Implementation Problems

243Strategy and Benefits 
Targeting 
Eligibility 
"Gentrification"
Spatial Deconcentration

243
245
249
252

253Housing Program Coordination 
The 312 Program 
Urban Homesteading

253
255

=
256Summary Comments

xi



i

\
LIST OF CAPSULES;

■:
i

Page

77Minneapolis, Minnesota3-1.

78Cleveland, Ohio3-2.

85Raleigh, North Carolina3-3.

85Phoenix, Arizona3-4.

88Greece, New York3-5.

103Boston, Massachusetts3-6.

107Columbia, South Carolina3-7.

4-1. Los Angeles County, California 123L
?!• •

4-2. Allegheny County, Pennyslvania 127

4-3. Bangor, Maine 131

S 4-4. Minneapolis, Minnesota 133

I 4-5. Durham, North Carolina 144

4-6. Houston, Texas 145

4-7. Cambridge, Massachusetts 146

4-8. DeKalb County, Georgia 147

4-9. Harris County, Texas 147

4-10. Cook County, Illinois 157

:

xii
i

V.



\

179Huntington Beach, California5-1.

1795-2. Scottsdale, Arizona

192Worcester, Massachusetts5-3.

1925-4. East Orange, New Jersey

196Rochester, New York5-5.

2005-6. St. Louis, Missouri

201East Lansing, Michigan5-7.

234Durham, North Carolina6-1.

2356-2. Sioux City, Iowa

2446-3. Denver, Colorado

244Raleigh, North Carolina6-4.

245Rochester, New York6-5.

249Worcester, Massachusetts6-6 •

xiii



!

t

1?

LIST OF TABLES
Page

1—1. Population Size of CDBG Recipient Localities in 
the Brookings Sample, Second Program Year 9

2-1. Number of CDBG Recipients Above Mean of Pre-1940 
Housing, by Region 33t

I

2-2. Number of CDBG Recipients with Population Growth 
Lag, by Region 34

2-3. Distribution of CDBG Recipients on the Brookings 
Urban Conditions Index, by Region, Type, and Size 38

2-4. Communities Benefiting from the Dual Formula, 
by Region, Type, and Size 40

2-5. Projected Distribution of CDBG Entitlement 
Allocations, by Region 46

I
2-6. Projected Distribution of CDBG Entitlement 

Allocations, by Type of Jurisdiction 49

2-7. Projected Distribution of CDBG Entitlement 
Allocations to Central Cities, by Region 51

2-8. Funding Shares of Central Cities and Suburbs
Compared under Original and Dual Formulas, for 
Six Selected SMSA's 54

2-9. Comparative Growth of Total Federal Grants to 
Selected NEQ and Sunbelt Cities, 1971-72 
through 1978 58

3-1. HUD Influence in the Two Years of CDBG 69

3-2. CDBG Programs Determined by HUD in the First Two Years 70
u

•:{
xivHI

If;



3-3• The Decentralization Impact of CDBG: CDBG Compared with 
Categorical Grants 72

3-4• The Decentralization Impact of CDBG: First and Second 
Program Years Compared 75

4-1• Types of Decisionmaking Processes among Sixty-One 
Sample Jurisdictions, Based on Influence Points, 
Years One and Two 117

4-2. Number of Jurisdictions with Changed Influence Points 
between Years One and Two 118

4-3. Summary Data on the Thirty-Six Citizens' Advisory 
Committees Participating in the Second-Year CDBG 
Application Process 137

4-4. Population Characteristics of Urban Counties in 
the Brookings Sample, Second Program Year 155

5-1. Program Uses of Second-Year CDBG Funds: Unweighted 
Mean Percentages 171i

5-2. Program Uses of Second-Year CDBG Funds: Thousands 
of Dollars 173

5-3. Second-Year Funding of New and Continued Programs, 
by Level of Prior Experience 194

5-4. Net Fiscal Effects of CDBG Allocations, by Type 
of Jurisdiction 207

5-5. Net Fiscal Effects of CDBG Funds in Sample Juris
dictions, by Degree of Fiscal Pressure 209

5-6. Second-Year Allocations for Leveraging Private 
Capital, by Jurisdiction 213

XV



2215-7. Second-Year CDBG Program Allocations

6-1- Public and Private Sector Funding of Second-Year 
Housing Rehabilitation Programs, by Type of 
Jurisdiction

r

232

6-2. Second-Year Housing Rehabilitation Programs of 
Sample Jurisdictions 258

xv i
:

'.fV.



LIST OF APPENDIXES

Appendix I. Brookings Monitoring Sample for Program Year 1976, 
Showing Descriptive Statistics, Categorical Program 
Experience, and CDBG Allocations

Projected CDBG Allocations to Entitlement Jurisdictions 
in Fiscal 1980, with Urban Conditions Index and 
Index Variables

Appendix II.

The Housing and Community Development Act of 1977Appendix III.

Selected Legal Cases and Complaints Involving the 
Community Development Block Grant Program

Appendix IV.

Second Analysis Form, Study of the Community 
Development Block Grant Program

Appendix V.

xvii



I H
4

!

mm
*
:

.

i!
i.M

. -l ■:

1

j
r-

11
5 '

'■

:

.
‘

■

.

-
■

n
V

- .



Chapter 1

INTRODUCTION

This is the second report on the Brookings monitoring study of the

community development block grant (CDBG) program. The first report,

issued in January 1977 by the U. S. Department of Housing and Urban

(HUD), emphasized distributional issues and includedDevelopment

recommendations for modifying the formula allocation system of the 1974

legislation [1]. This report stresses the political effects of the

block grant for community development, notably its impact as an

instrument for decentralization. The study is based on field analyses

by resident observers in sixty-one jurisdictions that receive CDBG

Field data for the first year of the program were presented infunds.

combined data for both the first andthe initial report on this study;

second years of the program are presented in this report.

1. Richard P. Nathan, Paul R. Dommel, Sarah F. Liebschutz, Milton 
D. Morris, and Associates, Block Grants for Community Development 
(Washington, D.C.: U.S. Government Printing Office, January 1977, 

023-000-00407-1). The dual formula approach for revising
was adopted in

stock
the CDBG allocation system recommended in this report 
the 1977 extension of the CDBG program.

no.

1



2

BROOKINGS MONITORING RESEARCH

The CDBG monitoring research is one of three monitoring projects

Group, a unit of the

The first monitoring study,

by the Monitoring Studiesbeing carried out 

Governmental Studies Program at Brookings.

1972, was a five-year study of the $30.2 billion 

general revenue sharing program enacted in October of that year.

covering sixty-five jurisdictions, has resulted in two books, 

and a third volume is now in progress. The study of the block grant 

for comuunity development was added in the spring of 1975.

started in December

That

study,

(This

research also resulted in a small subsidiary study for the Department

of the Interior on expenditures of CDBG funds for urban parks and

recreation.) A third monitoring study was initiated in the late spring

of 1977 under a contract with the National Commission on Manpower

Policy to study the $8 billion public service employment program in 

forty-two recipient jurisdictions. The Monitoring Studies Group has 

also undertaken a set of case studies on the combined impact of federal

aid in fourteen large cities.

The monitoring methodology relies upon a national network of

experienced researchers, primarily political scientists and economists, 

who use a uniform analytical framework to study an agreed upon

and program issues in communities where they live or in nearby 

communities with which they are familiar.

set of

process

These field associates base

their analysis on available government data, budget and program

i
17

V 1



3

documents, and interviews with local officials and others involved in

the administration of the program being studied.

An important aspect of the monitoring methodology is the research

conference, where field associates discuss the principal policy issues

to be studied and the analysis forms to be used for the research. A

research conference for the first CDBG report was held in September

1975, before the initial round of field monitoring. The conference for

the second report was held April 21-22, 1976. The analysis form for

the second round of field research is reproduced as Appendix V to this

The main modification from the first-year report was to focusreport.

on changes between years one and two and to add a set of questions

looking ahead to the third year of program operation.

To be most effective, monitoring research needs to begin with the

start of a program, as was the case with the CDBG study, and continue

through major legislative changes, again, as is the case for the

Brookings monitoring study of the CDBG program. Under a new contract

with HUD, the Brookings Institution's monitoring study of the CDBG

Two sets of fieldprogram has been extended for four years.

observations will be made, one for the third and fourth years of the

program and another for the fifth and sixth years. A series of reports=
i
= is planned by HUD and Brookings to take maximum advantage of the_
S

longitudinal nature of this research, extending both the analysis and
-
i As a supplement to this reportthe methodology into new areas.

highlighting the political effects of CDBG, the staff of the Monitoring
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the methodology forStudies Group is preparing a special report on 

studying the distribution of benefits—both geographically and by

An important aim of thethe CDBG program.income group—under

by Brookings has been to examine those aspects of

relevant to public policy 

be the most difficult

monitoring research

the programs under study that are most

though these often tend to

In the study of the general revenue sharing

decisions, even

subjects to analyze.

for example, emphasis has been placed on fiscal effects in anprogram,

effort to distinguish between new spending and substitution uses of

general revenue sharing funds and to explain the concepts and political

dynamics involved in this distinction [2]. Using a similar analytical

framework, emphasis has been placed on the issue of job creation versus

job displacement in the monitoring study of the public service

employment (PSE) program under the Comprehensive Employment and

Training Act (CETA) [3].

The distribution of benefits under CDBG is in the same category of 

critical, though difficult to assess, programmatic effects. HUD 

Secretary Patricia Harris issued new regulations on March 1, 1978,

2. Richard P. Nathan, Allen D. Manvel, and Susannah E. 
Monitoring Revenue Sharing (Washington,
1975);

Calkins, 
Institution, 

Revenue Sharing:
The Second Round (Washington, D.C.: Brookings Institution, 1977).

D.C.: Brookings
Richard P. Nathan and Charles F. Adams, Jr.,

3. Richard P. Nathan, Robert F. Cook, Janet M. Galchick, Richard 
W. Long, and Associates, "Monitoring the Public Service Employment 
Program" (Brookings Institution, February 1978) .

J
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to benefit low- andwhich require the use of CDBG funds principally

These regulations and the controversymoderate-income persons.

surrounding their issuance have become one of the most important issues

For this reason, theaffecting the future of the CDBG program.

continuing monitoring research on the program will use new procedures

to extend the analysis of the distribution of benefits from CDBG

expenditures.

An additional dimension of the CDBG research involves case studies

of the program's impact in five sample jurisdictions—Chicago and

Carbondale, Illinois; Houston, Texas; Phoenix, Arizona; and

Allegheny County, Pennsylvania (which overlies Pittsburgh). Papers

written by the field associates for these jurisdictions will be

published by Brookings in 1979, along with other material on this

study.
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CHARACTERISTICS OF THE CDBG SAMPLE

for the second-year CDBG monitoring study is aThe sample

to take into account a mix ofstructured national sample selected

(1) type of CDBG recipient, (2) geographic location,characteristics:

(4) income level, and (5) previous categorical(3) population size,

The sample is sufficiently diverse to permitgrant experience, 

grouping of the units by these various characteristics for analysis.

Of necessity, the sample sites were selected so that a single associate

could report on two or more units. These factors precluded using

random selection procedures. Thus, while we believe the sample

provides a good picture of what is happening under CDBG, the results

are not statistically representative.

A total of sixty-one jurisdictions are included: thirty central

cities, twelve satellite (suburban) cities, ten urban counties, and

nine nonmetropolitan jurisdictions. A tenth nonmetropolitan

jurisdiction, Roanoke Rapids, North Carolina, received a discretionary 

grant in 1975 but was not funded in the second year of the program. It

to be monitored for first-year program implementation but it 

is not included in the second-year analysis.

continued

In year two of the program, the sixty-one sample units 

for 21.2 percent of
accounted

the CDBG funds allocated in 1976. This is a

decline from the 22.7 percent received by the sample in the first 

amount of CDBG funding increased by about 10

year.

totalThe percent in the
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receive ansecond year, but thirty-eight of our sample units did not

the "hold-harmless"increase because of the gradual reduction of 

portion of their CDBG grant, or because they are "hold-harmless" rather

than formula entitlement jurisdictions [4]. Appendix I lists the

sample jurisdictions, their major characteristics, and their grant

allocations.

Grant
increased

Remained 
the same

Grant
decreasedCommunity type

Central cities 6 13 11

Satellite cities 8 13

9Urban counties 0 1

Nonmetropolitan
Hold-harmless
Discretionary

0 4 1
21 1

1624 21Total

4. "Hold-harmless" jurisdictions are communities that are given 
CDBG funds during the first three program years to compensate for the 
withdrawal of categorical funds and to ensure that projects begun with 
categorical funding can be completed. The hold-harmless amount is 
equal to the average grant received during the period 1968-72; it is 
phased down by thirds during the fourth and fifth years. In the sixth 
year hold-harmless grants are phased out. Jurisdictions that are
entitled to funds under the
"hold-harmless" funding, in gradually decreasing amounts,
grant amount calculated under 
level of categorical funding. For details, see Nathan et al.,
Block Grants for Community Development, pp. 79-83.

r

CDBG formula may also receive
if their

the CDBG formula is lower than their
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;

the northeast,evenly divided amongThe sample jurisdictions are

Table 1-1 shows the sample jurisdictionsand west.midwest, south,

The sample is weighted toward larger 

they make up nearly half

grouped by population size, 

jurisdictions, with populations over 250,000;

communities.of the sample but only 18 percent of all CDBG entitlement

categorical grant experience was also considered in selectingPrevious

the sample. Thirty-nine (64 percent) of the sample units had high or

moderate previous experience, while twenty-two (36 percent) had little

or no previous categorical involvement [5].

5. Based on the ratio for each recipient unit of the 
received under the previous programs to the national 
High is over 150 percent of the national

"moderate" is 50-150

per capita 
per capita 

mean of $17.63 per 
percent of this

amount 
mean.
capita (annual average, 1968-72); 
amount; and "low" is under 50 percent.

ii
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Population Size of CDBG Recipient Localities in theTable 1-1.
Brookings Sample, Second Program Year*

Percent of 
sample

Number in 
samplePopulation

12 19.7Over 1 million

500.000- 1 million

250.000- 500,000

10 16.4

11.57

100,000-250,000 11.57

50,000-100,000 14 22.9

Under 50,000 11 18.0

61Total 100.0

From 1970 U.S. Census Bureau data.Source:

* For the ten counties in the sample, this table includes the 
population of the entire county.

■
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major issues and findings

that follow present the field research findings andThe chapters

analyses of what we consider the major issues involved in the CDBG 

Chapter 2 examines some of the changes made in the program by 

the 1977 legislation, particularly the impact of the new dual formula

our

program.

This is followed by two chapters examining theallocation system.

chapter 3 describespolitical effects of CDBG decentralization:

intergovernmental relations under the block grant (a new topic for this

report), while chapter 4 analyzes the structure of local decisionmaking

processes, and the distribution of influence among local participants

in those processes. The third major section of the report examines the

programmatic effects of decentralization, analyzing in chapter 5 the 

different approaches that have been taken to community development and

the factors that influence the choice of CDBG strategies; also

included is a special analysis in chapter 6 of CDBG housing 

rehabilitation, which has emerged as the single largest activity of the

Several major findings, summarized below, stand out.program.

1. The shift to the dual formula allocation system has

significantly improved the "targeting" capabilities of the program.

With the addition of a new, second formula oriented toward older and 

distressed cities, a significant amount of additional funding is 

going to what we find to be

more

the neediest communities. The new

allocation system directs additional funds to older cities in all

'I
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are the cities of theregions. Although the primary beneficiaries

fifth of the cities gaining from the newnortheast and midwest, one

Our analysis also shows that, whileformula are in the south and west.

the block grant's dual formula system is particularly beneficial to 

northeastern and midwestern cities, the overall growth of federal aid

to local governments during the past five years has brought very large

increases in aid to communities in the south and west. Thus, the

regional pattern of the new CDBG formula represents, in effect, a shift

(although not a highly pronounced one) giving greater emphasis to urban

distress conditions which predominate in the northeast and midwest.

2. There has been significant decentralization of substantive

decisionmaking, with local officials exercising more control over

community development policy than they did under the categorical

It is too soon, however, to make a final judgment on theprograms.

extent of decentralization. Comparing years one and two of the CDBG

program, we found evidence (and concern among local officials) that the

federal government may be recentralizing some CDBG authority.

3. As for intergovernmental relations, an examination of cases

where issues arose between HUD and local jurisdictions revealed that

local decisions were more likely to prevail substantiveon

issues—those involving community development strategy or program

content—than on procedural issues—involving administration of the

local program and compliance with such requirements as environmental

reviews and affirmative action. It appears that local officials are

i



I
12

:■

where they feel less is at stake.

local chief executives

and their staffs observed in the first year has decreased somewhat with 

the increased involvement of local legislatures and

likely to concede to HUD

At the local level, the dominance of

more

4.

citizens in the

decision process.

5. The range and severity of local problems tends to influence

the decision process isthe basic development strategy of a community; 

most likely to affect specific program choices and the distribution of

program benefits within this strategy.

The kinds of programs being undertaken in the CDBG program are6.

significantly different from those carried out under the categorical

grants. Communities are shifting to smaller-scale, more diversified

Work on large-scale urban renewal projects started under theprograms.

categorical grants is being stretched out or completed; f ew maj o r new

renewal projects are being initiated. Housing rehabilitation has

become an important community development activity under CDBG in many

jurisdictions• Social services, the primary focus of the model cities

program, have declined sharply as an activity under CDBG, although 

data show a small increase in social services in the second

our

program

year compared with the first.

These findings, based on two years of CDBG experience,

Quite to the contrary, we find the 

decisionmaking processes and the substance of the decisions in

are not

presented as final judgments.

a state
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changes / are quite likely to occur over the next few years.of flux;

in theirDistressed cities will be receiving substantial increases

allocations as the dual formula is phased in. Changes may also result

from other amendments in the Housing and Community Development Act of

Besides establishing the dual formula system, the 1977 extension1977-

legislation provides for expanded citizen participation and emphasizes

the importance of housing rehabilitation and economic development

activities. In addition, the change in national administrations may

also transform the administration of the CDBG program in ways that

could, in effect, recentralize more CDBG authority from the local to

the federal level. Our continuing monitoring research—through the

sixth year of the CDBG program—will focus on these crucial issues.
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Chapter 2

THE DUAL FORMULACHANGING THE LAW:

the centralfor renewal,By 1977, when the CDBG program came up 

issue had shifted from the philosophical decentralization controversies

to distribute theof 1974 to the more clearly political issue of how 

funds- This resulted in some intense regional cleavages and a split

changed thebetween small and large communities when Congress

distribution formula to target more CDBG aid on older, declining

cities. This CDBG allocation controversy was, however, only the most

visible outbreak of a larger, continuing dispute, over the general issue

of targeting federal aid to cities with the greatest need, an issue

discussed in the final section of this chapter.I
r \; To the extent that the 1977 CDBG legislation deals directly with

decentralization, it can be said that Congress reaffirmed local

decisionmaking by not challenging the 1974 decision to turn over

substantially more federal decisionmaking authority to local officials.

A summary of the major 1977 changes and an analysis of urban 

distress and the impact of the new formula system are presented in the 

sections that follow.

14
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SUMMARY OF CHANGES

The Housing and Community Development Act of 1977 extends the

block grant program for three years through fiscal year 1980, the first

year full formula funding will be in effect. The major changes in the

new law include the following.

Allocation System. The 1977 amendments adopted a dual formula to

improve the targeting of CDBG funds to the neediest cities. Under the

new allocation formula no entitlement jurisdiction receives less

funding than under the original formula. The major benefits of the

dual formula go to older, declining cities of the northeast and

midwest. The new formula system is discussed in detail later in this

chapter.

Action Grants. The law established a new Urban Development Action

Grant (UDAG) program (section 119) to be used for large development/

projects in the most severely distressed cities and urban counties. 

I The grants are to be used< ", 7; with'-population loss or a stagnating or declining tax bas

iomi-< italization in communities

for

reclamation of neighborhoods with ve3ccessive^abandoned or,t deteriorate^

housing. The law authorized $400 million annually for three years for
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The UDAGdiscretionary basis [1] .be distributed on a

objective of helping to develop "viable urban

take advantage of

these grants, to 

program has the principal

enable cities tocommunities-" The funds are to

arise to stimulate new and increasedspecific opportunities that may

The UDAG program became the subject of 

the House and Senate when the new legislation was being

a majorprivate investment.

dispute between

considered (see below).

To get greater private sector involvement in 

community development, in addition to establishing the UDAG grants, the

Eligible Activities.

new legislation also made economic development a separate, major

activity under the block grant [section 105(a)(14)]. The 1974 law was

Theunclear on the eligibility of economic development activities.

1977 amendments specify the commercial and industrial activities that

1. HUD has proposed the following criteria to determine 
eligibility for UDAG grants: 
housing was constructed before 1940;

(1) 34 percent or more of the applicant's 
(2) net increase in per capita 

(3) population growth 
exceed 14.7 percent;

(5) rate of growth

income from 1969 to 1974 did not exceed $1,433; 
rate for the period 1960 to 1975 did not 
unemployment in 1976 was 7.75 percent or greater;
in retail and manufacturing employment for the period 1967 to 1972 was 
6.1 percent or less; (6) 11.1 percent or more of the applicant's
population is below the poverty level; (7) unique distress factors may 

considered as long as such factors can be objectively and

(4)

be
quantitatively measured.

Communities would be eligible to compete for UDAG grants 
met any four of the seven criteria.

if they
However, communities whose per 

capita income level is below the median and whose poverty level is more 
than 50 percent above the median need only meet three criteria; 
communities whose poverty level is less than half the 
must meet five.

national median

Furthermore, grants are 
demonstrated success in providing low-income housing.

restricted to communities with
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are now eligible for CDBG funding.

Housing rehabilitation is a second activity that was upgraded.

The original law made housing rehabilitation an eligible activity only

if it was "incidental" to other development projects being carried out.

It is now a fully eligible activity [section 105(a)(4)]. CDBG housing

rehabilitation programs are discussed more fully in chapter 6.

Small Communities. For small communities the 1974 legislation had

both advantages and disadvantages. Small communities generally stood

to benefit under the 1974 allocation system because as hold-harmless

grants were phased down these funds became available for discretionary

distribution to small communities. By 1980 small metropolitan

communities were projected to receive nearly 30 percent of all

metropolitan funds (in addition to the 20 percent earmarked for

nonmetropolitan discretionary areas). On the other hand, those small

communities with hold-harmless entitlements were scheduled to begin

losing these funds in the fourth program year, with all hold-harmless

funding ending in fiscal 1980.

In the House committee there was never any serious effort to

extend the hold-harmless provisions but language was adopted to allow

for multi-year funding for small communities with a record of

[section 106(d)(3)]. In thecomprehensive development activities

Senate there were more serious efforts to preserve hold-harmless

funding but in the end the House position prevailed.

3



multi-year fundingthat the
concludedbe both metropolitan and 

comprehensive development 

assured that these programs

can
Overall» it:

helped
communities

smallthose
provisions

nonmetropolitan,
undertaken 

could now be

other hand, small metropolitan communities 

older categorical programs now saw

hadthat

Such communities

On the 

articipated 

for CDBG funding 

would be available for them.

activities. 

could be continued.
in the

diminished because of the sharp decrease
had not pthat

their chances
Because of the added cost

in funds that

formula approach, the metropolitan discretionary fund now 

represented less than 10 percent of the total metropolitan fund 

compared with nearly 30 percent that would have been available by 1980

of the dual

under the original legislation.

One funding success of small communities was adoption of a 

provision that 25 percent of the UDAG grants would be set aside for 

discretionary grants to small metropolitan and nonmetropolitan

communities [section 119(k)]. 

Housing Assistance Plans. The 1974 law required, in general, that

community's housing assistance plan (HAP) include 

stock in the community,

a
a survey of housing 

the housing needs of

lower-income persons expected to reside in the community, and

an assessment of

an annual

goal for the number of persons to be assisted. The 1977 amendments 

expanded the scope of the survey to include the identification of 

housing stock in deteriorated condition and to assure that a

preponderance of subsidized rehabilitated housing would go to

I
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lower-income persons [section 104(a)(4)(A) and (B)]. While not a part

of the law itself, the House-Senate conference committee report made it

clear that, except under certain conditions, they expected any housing

rehabilitation programs included within the HAP to be concentrated in

contiguous neighborhood areas.

Targeting of Benefits. The Senate has generally sought to

legislatively tighten the requirements on targeting CDBG benefits to

low- and moderate-income groups. This was the case in 1974 and again

The House, on the other hand, has tended to side with morein 1977.

local decisionmaking and has argued that community development

objectives go beyond income targeting. In extending the program the

Senate sought a new provision allowing the HUD Secretary to reject a

local application if it did not give "specific regard to the primary

purpose of principally benefiting persons of low- and moderate-income."

However, in the House-Senate conference, House conferees took issue

with this language as a basis for rejecting a community's application

for funds because it referred only to the income targeting objective of

the law, leaving out other stated objectives concerning prevention or

elimination of slums and blight and meeting other community needs of a

particular urgency. The House agreed to allow the Senate language on

rejecting applications to stand but expanded the basis of rejection to

include all three national objectives, thus giving no clear preference

to the low and moderate language. The Senate tried to add similar

language on the priority of income targeting in the section covering
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insisted that the language beeligible activities but again the House 

expanded to include all three objectives*

did succeed in changing the "maximum feasible priority"The Senate

language on income targeting* 

priority was to go to activities benefiting "low- 0£ (emphasis added)

1974 law maximum feasibleIn the

concern that some communitiesmoderate-income" families* There was

were using the "or" to target on moderate income groups while ignoring 

the low income* Consequently the Senate committee changed the language 

to read "low- and (emphasis added) moderate-income." This change was

accepted by the House*

On the other hand, the new law added a House provision allowing

communities to include in their program activities "to induce

higher-income persons to remain in, or return to, the community." This

language allows communities to undertake activities to encourage

population stability and to improve their tax base but it may also

result in conflict with the goal of targeting benefits to lower income

groups.

Citizen Participation. Citizen participation provisions have been 

strengthened to expand the citizen role in the CDBG application. In 

the 1974 legislation, communities were required 

with adequate information on the program, to hold public hearings, and

to provide citizens

to provide citizens an opportunity to participate in development of the 

application. The 1977 amendments go farther, requiring each recipient 

community to draw up a written citizen participation plan and requiring
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that citizens be given an opportunity to comment on CDBG program

performance [section 104(a)(6)]. The law also states that communities

applying for UDAG grants must meet citizen participation requirements

comparable to those for the block grant application [section

119(c)(5)].

ALTERING THE DISTRIBUTION SYSTEM

The Formula System

In our first report we concluded that the allocation system of the
S'

; 1974 act had the overall effect of diverting a large share of urban

grant assistance from the most distressed central cities—the major

recipients of the consolidated categorical grants—to a larger number

of small and less needy jurisdictions. This was achieved through three
.

"provisions of the law:-

1. The eligibility test provided that all central cities,

suburban cities with populations of 50,000 or more, and urban counties

meeting certain population and other requirements were eligible for

_ formula entitlements. By the third program year, there were 615

entitlement jurisdictions, many of which were well-off, growing

communities.
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i problem of theformula reinforced the 

population criterion directed funds away from

2. The allocation

eligibility test. The 

the older, declining cities to the Thegrowing communities. 

heavily weighted toward poverty and provided no

This poverty bias

newer,

formula was also

of physical development needs, 

particularly helpful to southern jurisdictions, 

poverty tends to be higher than in communities of other regions•

3. A large share of metropolitan funds went for discretionary

wasmeasure

where the level of

The 1974 law provided that, after thegrants to small communities•

allocation of grants to formula and hold-harmless entitlement

the remainder of the metropolitan funds were to be usedjurisdictions,

for discretionary distributions among nonentitlement communities within

metropolitan areas. We projected that by 1980, 28 percent of CDBG

and that the ma^ormetropolitan funds would go to small communities

portion of these funds would be money redirected from the older central
\
Vjcities.

discretionary funds.

(Nonmetropolitan communities are also eligible for 

The law provides that 20 percent of the block 

grant money be set aside for nonmetropolitan distribution.)

We concluded that, because of what appeared to us to be 

the important objectives of the program, major changes should be made

Specifically, we proposed the establishment 

of a dual formula system that would target funds more accurately among 

communities with diverse types of development needs, 

concept retained the original _ poverty-oriented fomula4nd

some of

in the allocation system.

The dual formula

added a
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second formula directed toward physical development needs. The second

formula included the number of housing units built before 1940 to serve

that is, as an indicator of theas a proxy for community age;
v condition of a community's physical environment such as streets, curbs,

ewers, and other infrastructure. The second formula would thus be

/based on population, poverty, and age of housing (weighted double).

Under the dual formula each entitlement community would receive the

computed under the two formulas; ^thus no 

jurisdiction would receive less than its allocation under the original

greater of the amounts

9formula

This dual formula concept, incorporating the pre-1940 housing

factor, was adopted by both the outgoing Ford administration and the

new administration of President Carter. The Ford administration
r n ?:jggavff». tKM*n iirt i i.'ir rw a—B

proposed that the second formula be based on age of housing (50 (.

percent), poverty (30 percent), and population decline (20 percent).

The Carter administration made an important change in the second

lag^) instead of population/formula, adopting the concept of /growth

decline. Growth lag aids communities with slow population growth rates

as well as those losing population. The change was also politically

wise, since it increased the number of jurisdictions aided by the

population factor.

Though the dual formula system assured that no entitlement

jurisdiction would lose formula funds, the two-formula approach drew

the opposition of a bipartisan coalition of many southern and western

:
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of Representatives who felt that the change gave 

of the northeast and midwest while giving

members of the House

large increases to the cities

The dispute came to a head in a floor fight 

amendment cosponsored by Representatives Jerry Patterson and

the amendment would have

little to their regions.

over an

two California Democrats;Mark Hannaf ord,

dropped the dual formula and retained the original allocation system.

Patterson argued,

The real issue here is: Do we want to address poverty or do we 
want to address old houses? The old formula gives a 50-percent
weight to poverty. The new formula gives a 50-percent weight to 
the age of housing. . . .[P]oor people live throughout the 
United States, they are not entirely contained within older 
cities. . Why should we not use the real test, the test of 
poverty rather than the test of the age of housing? [2]

Representative Thomas Kelly (R-Florida) charged that the purpose of the 

second formula was to "continue the preference that the cities in the

northeast and north central part of the United States have enjoyed from 

the inception of the program" [3] . He added that under the dual system 

"Pittsburgh, Pa. gets 33.9 percent more money than New Orleans, 

Per capita, the Pennsylvania 

city gets $52.62, while as a comparable city New Orleans gets only 

They both qualify under the additional formula." Kelly pointed 

to this as evidence of regional inequity.

although their population is the same.

$39.29.

2. Congressional Record, vol. 123, 
(daily ed., 1977), p. H4236.

no. 79, 95 Cong. 1 sess.

3. Ibid., p. H4235.
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On the other hand, Representative Les AuCoin (D-Oregon) favored 

the dual formula, saying, "There is not a single section of the country

that is hurt by the bill, . • .What is going to happen under this

bill," he continued, "is what should have happened if we had had the

vision in Congress three years ago—funds are going to where the need

is, where the blight is, where the physical decay is" [4].

The amendment to kill the dual formula was defeated- 261 to 149 in

?a vote split along regional lines. Among congressmen from the east,

110 to 1 in favor of the dual formula;the vote wasi among

midwesterners the vote was 105 to 7. However, congressmen from the

southern and western states voted 132 to 18 to eliminate the

two-formula approach.

A second floor fight developed in the House, this time between big

city and small community representatives. This involved the proposed

UDAG program to help severely distressed cities fund large projects

over and above those aided through the basic block grant. Some

representatives from small communities believed that unless such

were guaranteed a fixed share of the UDAG money, the largecommunities

To assure small communitycities would outcompete them for the grants.

participation, Representative Charles E. Grassley (R-Iowa) proposed

that 25 percent of the UDAG funds be earmarked for small metropolitan

In offering the amendment, Grassley said,and nonmetropolitan cities.

4. Ibid., H4239.P*
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day of grantsmanship, in this day of a large amount of 
required for these grants, and considering especially 

day when small communities do not have the large staff
all these things, and the larger

In this 
paperwork 
in this
that they need to prepare 
cities do, how are the smaller cities going to compete against 

cities for their share of the action grant program?the larger
[5]

countered by RepresentativeHie small community argument was

Thomas L. Ashley (D-Ohio), chairman of the subcommittee that handled

of the bill. Ashley told histhe legislation and floor manager

colleagues that HDD Secretary Patricia R. Harris had assured his

conaaittee that small communities would get equal treatment with big

cities in competing for the grants. Ashley also stated, "One of the

great pitfalls of the legislative set-aside is that funds are very apt

to be directed not on the basis of answering needs, but simply on the

basis of answering a mathematical formula" [6] . The small community 

position prevailed, however, and the amendment was adopted by a vote of

279 to 129. The bill passed the House on May 11 by a vote of 369 to

20.

In the Senate the key issue was quite different from that in the

House. The dual formula approach and the need to direct more funds to

the older, declining cities were not contested. Some Senators argued,

was that even with the dual formula the House version didhowever, not

5. Congressional Record, vol. 132, 
(daily ed., 1977), p. H4272.

80, 95 Cong. 1no. sess.

6. Ibid., p. H4273.

.
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in the Senate Committeergo far enough toward aiding the older cities.
if...

Banking’, “ "Rousing; "aard Urban" Affairs, Senators Edward Brooke 

(R-Massachusetts) and Harrison Williams (D-New Jersey) led a bipartisan

on

i

attempt to add a third formula. The Brooke-Williams amendment would /

have provided additional aid, called “impaction” grants, to be added to

\he dual formula for citieswith very-high percentages of old housing. 

Impaction grants would have been particularly helpful to cities in the

northeast. For example, under the dual formula system Boston was

entitled to $25.8 million, but with the impaction aid the city would 

receive about $34 million; Cleveland's entitlement would increase from

$39.4 million to about $45 million. _____ _______

Because the administration and both houses of Congress were agreed ^ 

the overall spending ceiling for the CDBG program, the 

Brooke-Williams amendment provided that the additional impaction money J

Vwould be taken from the UDAG program.
'------------------------------------------
UDAG funds would go mostly to cities in the northeast and midwest

sjiLnce it was expected that the

anyway, southern and western senators were not opposed to impaction aid
:

that came from UDAG money. This funding arrangement had the effect of

UDAG program from the proposed^$400
/

estimated_$J^25^million. The committee approved the bill on May 16; it 

was taken up by the full Senate in early June.

million to anreducing the

While the full Senate, unlike the House, did not become involved

in a major dispute over the dual formula, regional feelings did arise

over the provisions for allocating funds to small communities. Both
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dual formula system toestablished aand Senate billsthe House

for metropolitan anda statewide basiscalculate allocations on

nonmetropolitan discretionary communities 

protection against loss, 

jurisdictions protected 

protection was not possible for the metropolitan and nonmetropolitan

The issue here was[7].

The dual formula system for entitlement

loss, but thiscommunities against any

to individual states. The discretionarydiscretionary allocations

the total forfunds are basically fixed amounts—20 percent of

and, under the amendments, $250 million for thenonmetropolitan areas

metropolitan discretionary fund. If the total amount needed to fund

the discretionary allocations under the two formulas exceeds the amount

available, then each state has its share prorated downward. (HUD

projections of 1980 allocations show that each state's share of

metropolitan discretionary funds would be prorated downward by 11.2

percent while nonmetropolitan discretionary funds would be prorated 

downward by 12.3 percent.)
j

Because of the great benefit of the second formula to the

northeastern and midwestern states, southern and western senators

feared their states would actually getmuch..._less

disciretTon-ary.^^-4,1.§tributions . i Senator James Sasser (D—Tennessee) 

proposed that the second formula be dropped for the small

money or

communities,

7. There was one difference in the
The second formula used population instead of 

because current data are not available for population changes 
c ommun11res. °

formula criteria for small 
growth lag 
in small

communities•
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asserting that poverty was the best measure of need for small cities.

He said that twenty-seven southern and western states would lose

(A few statesdiscretionary funds under the dual formula [8] .

qualifying for discretionary funds under the second formula would also

receive less money than they would have received had the original

single-formula system been retained. For example, West Virginia

qualifies under the second formula for both its metropolitan and

nonmetropolitan discretionary funds. However, because of the

prorationing downward, its projected 1980 discretionary grants fall

below the projected amount it would have received under the original

formula.) Senator Thomas McIntyre (D-New Hampshire) countered that such

a redistribution of funds was appropriate to meet the needs of older

communities in the northeast [9]. The Sasser amendment was narrowly

defeated, 45 to 43. The vote was along regional lines with 

‘Srtheastern and midwestern senators voting 40 to 2 to retain the dual

formula for small communities while southern and western senators votedI

t.Lto 5 to drop the second formula-n,iniTmif.„ 
-------- ---- —-------- -2**™****^^

The Senate did adopt two amendments favored by small communities.

Neither became the subject of a major dispute and they were accepted by

One was an amendment by Senator William Hathaway (D-Maine)voice vote.

8. Congressional Record, vol. 123, no. 97, 95 Cong. 1 sess.
(daily ed., 1977), p. S9058.

9. Ibid., p. S9060.



30

of the UDAG funds be earmarked for small 

companion amendment to the one adopted on the 

The Senate committee had not included this provision in

to require that 25 percent

cornualties. This was a

House floor.

its bill. The Hathaway amendment, combined with the provision to fund 

the impaction grants from the UDAG money, meant that the amount of UDAG 

available for the larger cities was likely to be less than $100funds

million a year.

The second amendment accepted, proposed by Senator Dale Bumpers

(D-Arkansas), extended the phasing down of hold-harmless grants by

requiring that no entitlement recipient receive less than 80 percent of

its previous year's grant. The 1974 act provided that hold-harmless

communities would be phased down by thirds during the fourth and fifth

years of the program. In the sixth year these communities would have

no entitlement.

The bill, with the impaction grants and the Hathaway and Bumpers 

amendments, passed the Senate on June 7 by a vote of 79 to 7.

In the House-Senate conference committee the Senate's impaction
_ 11 ■ i— • —- — -....................... -

/The conferees first met on June 28 and*'the^jnajor issue.

\ most of the differences were settled

grants were

in a few sessions. But the
\
\ impaction issue produced a deadlock that lasted until September 26

The House had never had an opportunity to consider the impaction 

because the

grants

idea had not been presented until after that chamber had 

The House confereespassed the bill [10] • sided with HUD Secretary

For a more detailed discussion of this dispute, l__ 
Rochelle L. Stanfield, "Civil War Over Cities' Aid—The Battle No One 
Expected," National Journal, August 6, 1977, no. 32, pp. 1226-27.

10. see
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Harris, who wanted to preserve the full $400 million UDAG program.

Senate conferees, on the other hand, were committed to the impaction

grants and were not enthusiastic about having HUD start up a major new

discretionary grant program. Their differences produced a stalemate.

At one point, Ashley, chairman of the House conferees, referred to the

"plundering.1' On several occasions the senatorsSenate proposal as

presented compromises, offering to fund the impaction grants at only

two-thirds of the total and then at 55 percent. The House refused, and

the conferees broke up their meetings on July 18 and did not resume 

discussions until September. r ter further discussions the House

finally won. The conference committee agreed on the dual formula but
;

X i—•dropped the impaction grants In return for the Senate concession, it

agreed that the impaction of older housing would, , be__a primary^ Jwas

V criterion for the dist-ribati UDAG grants • ^Funding for UDAG

was kept at the level of $400 million annually, but the law provided

that, if Congress failed to appropriate funds for the full CDBG

authorization in each of the three years of the program extension, the 

action grants would be the first program to be cut<C[section 103(c)]

[11]. Section 106(1) of the final version also provided that a study

11. For example: full funding of title I of the 1977 act would 
require an appropriation of $4.3 billion in fiscal 1980 ($3.8 billion 
for the block grant, $100 million for urban renewal closeouts, and $400 
million for UDAG).
billion, the UDAG program will receive only $200 million; 
appropriation is $3.9 billion, the UDAG program will receive no funds; 
if the appropriation is $3.8 billion, neither the UDAG program nor the 
urban renewal closeouts will be funded.

If the actual appropriation totals only $4.1
if the
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effectiveness, andthe "adequacy,be made by September 30, 1978, on

of the new allocation system, with specific attention given toequity"

the feasibility of using impaction factors in the formula.

phase down ofto stretch out theThe Bumpers amendment

thus retaining the plannedhold-harmless entitlements was dropped,

The small communities did succeedphase out in the sixth program year, 

in getting 25 percent of the UDAG grants earmarked for them.

The new provisions of the Housing and Community Development Act

went into effect on October 1, 1977. In addition to $400 million for

UDAG, the new legislation provided an increase in the basic block grant

Under the 1974 law, authorization for the third yearauthorizations•

(fiscal 1977) had been set at $2.95 billion. The revised law increased

the authorization to $3.5 billion in fiscal 1978, $3.65 billion in

1979, and $3.8 billion in 1980. The law also provided $100 million a

year for three years to close out uncompleted urban renewal projects.

URBAN DISTRESS AND FORMULA CRITERIA

Aging Cities

The original CDBG formula was based on population,

(weighted double), and overcrowded housing. A major point of the first 

Brookings report on the CDBG program was that "th'6" formula failed to 

include any measure of the physical development needs of cities, 

consequence, there was

poverty

As a

a major discrepancy between the physically
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objectives stated in the law and the poverty-oriented formula| oriented

for allocation of the funds. Under the new legislation, the adoption

and heavy weighting of the pre-1940 housing factor (housing, 0.5;

poverty, 0.3; growth lag, 0.2) better aligns the allocations system

As shown in table 2-1, the pre-1940with the stated objectives.

housing factor aids older cities in all regions, but particularly old

central cities of the northeast and midwest.

Table 2-1. Number of CDBG Recipients Above Mean of Pre-1940 Housing, 
by Region (Mean of Entitlement Areas = 36 Percent)

Total 
number of

CDBG Central Satellite Urban 
recipients cities cities counties

Number of recipients 
above the mean

Percent of 
recipients 

above 
the meanRegion

53 34 0 87New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 
Mountain 
Pacific

12
18 7499 42 13

62121 58 15 2
33 21 2 0 70

1877 1 0 25
0 0 3327 9

65 7 0 0 11
26 5 0 0 19

5 0 15107 9

203 48 15 44608

Source: Calculated from 1970 Census of Housing, Detailed Housing 
Characteristics, series HC (1)(B), table 35.

(Puerto Rico is excluded from this analysis.) It is also noteworthy

that forty-eight satellite cities and fifteen urban counties have above

average levels of older housing. It should be reemphasized here that
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not used to measure^the age-of-housing factor is
■ housing units themselves but rather serves as ajroxy for.community age

cator of community _inf rastructure__\md^as -an needs.

Growth Lag

also benefit from thecitiesUnder the new legislation, older

Most older cities have lostinclusion of the growth lag factor.

population since 1950 while some cities have continued to grow but at a

It is important to note inrate below the average for all cities.

table 2-2 that the CDBG jurisdictions experiencing growth lag are
-»■

Table 2-2. Number of CDBG Recipients with Population Growth Lag, by 
Region (Mean Population Growth, 1960-75 = 12.3 Percent)

Total 
number of

Number of recipients 
with growth lag

Percent of 
recipients

CDBG Central Satellite Urban with 
recipients cities cities counties growth lagRegion

New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 
East South--Central 
West South Central 
Mountain 
Pacific

53 26 13 0 74
99 38 19 11 69

121 39 17 2 48
33 14 1 0 46
77 22 0 0 29
27 9 0 0 33
65 20 0 0 31

- 26 4 O' 0 . 15
Jfisoisq ilf107 10 15 0 23
° rtinr-ioy^.608 182 65 41

Source: Calculated from County and City Data Book, 1962. table 6; data
supplied by the Department of Housing and Urban Development; and the 
U.S. Office of Revenue Sharing, General Revenue Sharing: Final Data 
Elements. Entitlement Period 9. Q

f
s
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predominantly central cities, though some are satellite cities or urban 

As seen in the table, growth lag affects communities in all 

regions. Along with reduced growth generally come changes in the

counties•

composition of the population: higher income groups move out, leaving

In many cities, such shifts have eroded the tax base,the poor behind.

increased social Services costs, and thus worsened fiscal conditions.

Measuring Distress

We have combined the factors of age of housing, poverty, and

population change into an urban conditions index, in order to compare
4

the needs of CDBG entitlement jurisdictions [12].

12. This index was initially used in chapter 12 of the first-year 
Brookings report on the CDBG program to discuss a means for allocating

See Nathan et al., Block Grants 
510. The index is computed as follows:

a supplementary grant program. 
for Community Development, p.

Percent pre-1940 housingPercent poverty
X

Mean percent pre-1940 housingMean percent poverty

100 + percent of population change j.s' 'jns'J 5 *

: ;
100 + mediap percent^ of population change

This version of the^formula was used to show interrelationships 
between an individual city and all entitlement cities. For algebraic 
simplicity the denominators for all factors can be dropped without 
changing the rankings of the cities.
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chosen to serve as a proxy for aThe pre-1940 housing factor was

infrastructure needs such as streets,and thus itscommunity's age 

curbs, and water and sewerage systems, 

measure of a community's

The poverty factor is a direct 

general socioeconomic character and also 

for both social welfare spending needs and incomestands as a proxy

Population change is also an important indicator of a city's 

A community with a declining population is 

likely to be experiencing an erosion of its resource base. Declining

base.

problems and prospects.

cities generally are losing not only their middle income population but

they also tend to have slower rates of increase in housing values,

another important factor in a community's fiscal condition [13].

Conversely, growing communities experience a more rapid expansion of:

both their income base and housing values and thus are in a better

position to finance physical development and socioeconomic needs. Thus

we see these three factors as measuring important dimensions of

community conditions—physical, socioeconomic, and fiscal. Further, we

see these factors as interacting and reinforcing.

The formula also seeks to account for change, although data 

A community losing population 

is likely to experience an increasing incidence of poverty because it 

is generally the better off residents who are leaving, 

change in the incidence of poverty cannot be directly measured

availability limits such measurements.

However, this

because

13. See Nathan et al., 
Table 12-1, p. 508.

Block Grants for Community Development,

■
■s
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Current populationonly 1970 census data is available for this factor.

figures are available and we believe they can be used to indirectly

measure the changing socioeconomic composition of a community as well

as the changing conditions of the fiscal base. Because of these

interrelationships the index was constructed, by use of multiplicative

and division functions, to measure both interactions and changes.

The index numbers in the first report were based on 1970 census

data and did not include the urban counties. For this report, the

urban counties have been included, bringing the total to 608

jurisdictions (excluding Puerto Rico), and population figures have been

updated to 1975. (See appendix II for the index formula and a listing

of the index number for each jurisdiction.) The index mean for all

jurisdictions is standardized at 100. Table 2-3 shows the distribution

by region, type, and size of three groups of jurisdictions: (1) those

cities and counties most distressed, i. e., with indexes above 200;

(2) those above the mean of 100 but below 200; (3) the better-off

communities, i. e., those below 100.

■ :*• JS

;
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Table 2-3. Distribution of CDBG Recipients on the Brookings Urban 
Conditions Index, by Region, Type, and Size

Number
of CDBG Number 
recip- below 
ients

Percent Number Number Percent 
below 100- above above 

200 200 200100 100

Region

14 261722 4153New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 
Mountain 
Pacific

3643 21 3599 43
121 74 61 27 20 17
33 6120 9 4 12
77 44 57 24 9 12
27 14 52 9 4 15
65 43 66 17 5 8
26 22 85 4 0 0

107 97 91 7 33

608 379 62 135 94 16

Type

Central cities 
Satellite cities 
Urban counties

372 175 47 110 87 23
158 133 84 18 7 5

78 71 91 7 0 0

608 379 62 135 94 16

Population size

Above 1,000,000
500.000- 1,000,000
250.000- 500,000
100.000- 250,000 
Below 100,000

8 4 50 0 4 50
30 20 66 4 6 20
80 59 74 12 9 11122 67 55 39 16 13

367 229 62 80 59 16

608 379 62 135 94 16
Source: Index data (see appendix II).

i
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As seen in table 2-3, the highest proportions of the most distressed

cities are found in the New England and Middle Atlantic regions, but

all regions except the Mountain states have some cities at the high end

of the index. In terms of type of community, not only central cities

but also a number of satellite cities and a few urban counties are

above the mean. Thus, contrary to the popular impression, all suburban

communities are not well-off and growing. Berkeley, California;

Cambridge, Massachusetts; and Somerville,Camden, New Jersey;

Massachusetts, are examples of satellite cities with indexes above 200.

East St. Louis, Illinois, a satellite city, is the highest ranked city

on the conditions index, at 609. The table also shows that distress is

found in cities of all sizes and is not confined to the large cities.

In short, urban distress cuts across region, type, and size. Urban

policy must therefore be analyzed with regard to how well it targets

resources to these distressed areas, wherever they may be located.

TARGETING AND THE DUAL FORMULA

With the inclusion of age of housing and growth lag as formula

the new CDBG allocation system directs more aid to theelements,

distressed cities discussed above. Table 2-4 shows by region, type,

size the number of communities benefiting from the addition of theand

second formula.
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Benefiting from the Dual Formula, by Region,Table 2-4* Communities 
Type, and Size

PercentNumberNumber of
jurisdictions benefiting benefiting

Region

834453New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 
Mountain 
Pacific

757499
5870121
521733
251977

5 1927
65 7 11
26 3 12

107 20 19

608 259 43

Type

Central cities 
Satellite cities 
Urban counties

372 183 49
158 61 39

78 15 19

608 259 43

Population size

Above 1,000,000
500.000 to 1,000,000
250.000 to 500,000
100.000 to 250,000 
Below 100,000

8 4 50
30 10 33
80 23 29

122 57 47
368 165 49

608 259 43

Source: Projections of 1980 allocations; see appendix II.

A total of 259 communities, 43 percent of all entitlement

jurisdictions, are projected to receive more funds in fiscal 1980, when

t

f
■
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the dual formula system is fully in effect, than they would have under

Of the 259, 205 are in the four censusthe single formula system.

subregions of the northeast quadrant (New England, Middle Atlantic, and

East and West North Central), while 54 are in the southern (South

Atlantic, East and West South Central) and western (Pacific and

Mountain) regions. ^ The communities benefiting from the dual formula

include 183 central cities, 61 satellite cities, and 15 urban counties.

There are 165 small communities (with populations below 100,000) that

benefit from the dual formula. -■

Comparing projected allocations in 1980 with urban distress as

measured by the conditions index (with its similar factors) [14], 97

percent of communities above the 200 level projected to benefitare

from the dual formula; 68 percent of the communities between 100 and

200 benefit; 20 percent below 100 benefit, as shown below. A Pearson

r correlation shows a coefficient of .6019 between the index and per

capita allocations under the original formula; the coefficient

increases to .9092 under the dual formula.

14. Both the dual formula and the conditions index use the 
age-of-housing and poverty factors; the formula uses growth lag while 
the index uses population change, thus factoring in population loss, 
slow growth, and great growth. The formula allocations are based on 
the actual numbers for old houses, poor, and population lag, while the 
index is based on impaction, that is,the percentage of old houses, 
poor, and population change.

i
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Position on 
urban conditions 
index

Percent
benefiting

Number
jurisdictions benefiting

Number of

379Below 100

135100-200

Above 200

DISTRIBUTIONAL PATTERNS:! DOLLARS AND SHARES

To assess the full effect of the dual formula system we projected
il the allocations of the entitlement areas to fiscal 1980 wheni

hold-harmless entitlements will be ended and full formula funding will

be implemented. The projections and comparisons with the single

formula system are based on the $3.8 billion authorized for fiscal 1980

in the 1977 act. The actual amounts to be allocated in fiscal 1980

will depend on program appropriations. Also, the actual amounts will

change when later population data are used to measure population

growth, growth lag, and to add new entitlement communities.

Overall, the addition of the second formula is projected to 

increase the amount of formula funds to the 608 entitlements areas in

fiscal 1980 from $1.9 billion to $2.6 billion. This represents an

increase in formula entitlements to these jurisdictions from 52 percent 

to 71.5 percent of the total CDBG program.
.
■

In figure 2-1, estimated
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Figure 2-1. 
and Amended Legislation

Estimated Allocations for Fiscal 1980 under the Original

1974 Legislation

non
metropolitan
discretionary

funds

metropolitan
discretionary

fundsformula entitlements

52 percent 28 percent 20 percent

1977 Legislation

non
metropolitan

discretionary
fundsformula entitlements

20 percent [15]71.5 percent /N

metropolitan
discretionary

funds

8.5 percent

15. Because of the special set-aside procedure used to compute 
the metropolitan discretionary balances, the nonmetropolitan share of 
total dollars is approximately 18 percent. %

i
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afterthe old and new legislation, 

retionary fund [16]. 

the dual formula come primarily

ared under

secretary's
are compallocations

removing the

As shown, the a

disc
3 percent

funds fordditional

discretionary fund, which provides CDBG aid for 

Under the old system,
metropolitanfrom the

smaller communities
areas •within metropolitan

fund would have grown to an estimateddiscretionarythe metropolitan 

$825 million

The new legislation greatly 

the 1974 and 1977 laws the metropolitan discretionary fund

of all metropolitan allocations.in 1980, or 28 percent

Under bothreduces that amount and share.

is the

amount left over after the formula and hold-harmless entitlements have

been allocated. Because the total amount needed for the formula

1 entitlements was undetermined when Congress considered the legislation,

and because the entitlements will change as new population data are

used and new communities are added, it was uncertain how much would be 

left for metropolitan discretionary distribution. Therefore, Congressj
provided that at least $250 million must be set aside for metropolitan 

discretionary allocation in 1980. 

ceiling as well as the floor.

In reality this is likely to be the

Thus the 28 percent metropolitan

j discretionary share projected under the 1974 legislation 

U less than 10

is reduced to

percent under the dual formula. In proposing the dual

formula in our first report, we advocated funding the added

(Another change in the law

cost from

the metropolitan discretionary fund.

16. The 1977 amendments increased the 
fund from 2 to 3 percent.

secretary's discretionary
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affecting small metropolitan communities is that discretionary funds

to be aggregated at the state level rather than by individualare

metropolitan areas. At the individual metropolitan area level, the 

amounts available would usually be too small to make any impact.)

We now turn to an analysis of the distributional patterns of the 

dual formula by region and type of recipient, comparing dollar amounts, 

dollars per capita, and percentage shares under the dual and single 

formula systems.

i

• Regional Distribution Patterns

The greatest aggregate benefits of the dual formula go to the four

regions of the northeast quadrant. Of the total of $675 million in

additional funds for entitlement areas under the dual formula, 80

percent goes to the northeast quadrant. As shown in table 2-5, total

dollars for these four regions are projected to increase from $950

million to $1.5 billion, an increase of 58 percent. Funds for

entitlement areas in the southern and western regions go from $978

mil].ion to $1.1 billion, an increase of 10-5 percent. Thus, in terms

of qlollars, funds for entitlement areas in all regions incres

the northeast quadrant's shai ^ternis of percentage shares, 

entitlement funds increases from 49 percent to 58 percent, 

soutlnern and western share declines from 51 percent to 42 per

I
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Comparing per capita allocations, the northeast quadrant regions

have a per capita increase of $10.15; the southern and western regions

have per capita increases of $1.79 and $2.12 respectively.

The aggregated data above show the interregional effects of the

dual formula. However, as shown by the earlier analysis of urban

distress, there are cities in the southern and western regions that

will benefit from the dual formula. Some examples chosen by size are

shown below.

Grant
under
single

formula

Grant
under
dual

formula Percent
gain($ 000)($ 000)

Southern

14,650
32,338
12,440
13,673
22,914
7,651
5,823

23,451

12,774
20,952
8,286
8,415

19,483
6,678
3,562

18,389

15Atlanta, Ga. 
Baltimore, Md. 
Birmingham, Ala. 
Louisville, Ky. 
New Orleans, La. 
Norfolk, Va. 
Savannah, Ga.

% Washington, D.C.

54
50
63
18
15
63
28

Western

12,944
8,187

13,003
12,016
6,036

28,982
17,949
5,284

399,337
5,790
7,794
6,173
3,352
14,163
-7,533
3,013

Denver, Colo.
Long Beach, Calif. 
Oakland, Calif. 
Portland, Ore.
Salt Lake City-* Utah 
San Francisco,^Calif. 
Seattle, Wash."' 
Spokane, Wash.

41
67
95
80 x

105
138

75
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Types of Communities

from the dualAmong jurisdictional types, the greatest benefits

Central city allocationsthe central cities.formula system go to

$1.4 billion toincrease 43 percent (table 2—6), going from almost

central cities receive nearly 90 percent of thealmost $2 billion;

additional aid going to entitlement areas.

' however, that the dual formula does not return central cities to the 

! proportionate level of benefits they received under the categorical

It should be noted,

Prior to the CDBG program, the central cities received close 

\to 90 percent of urban aid funds,

\grants.-1
about 15 percentage points above

their CDBG share. A total of 113 central cities are projected to

receive less under the dual formula than they had received under the

categorical grants despite the fact that the total amount of aid has

increased by 80 percent. Cities that will receive less than they did

under the categorical grants include:

1980
CDBG Hold-harmless 

grant 
($ 000)

grant
($ 000)

Atlanta, Ga. 
Boston, Mass. 
Denver, Colo. 
Newark, N.J. 
Washington, D.C.

14,650
25,831
12,944
16,785
23,451

16,377
28,993
13,279
19,508
40,998

(
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and urban counties also havesatellite citiesBecause some

and growth lag, collectively their amount of aid 

Satellite cities gain $54 million while urban counties gain 

$20 million, increases of 33 percent and 5 percent respectively.

While all types of jurisdictions gain in total dollars and in 

capita, their shares of CDBG funds shift (see table 2-6)* 

The urban county share declines 4.5 percentage points, the satellite

problems of age

increases.

dollars per

city share declines only slightly, and the central city share increases

4.6 percentage points. Thus, the overall picture is ofone

concentration of additional funds in the central cities. However, the

distribution of the central city gains varies significantly among

regions. As shown in table 2-7, central cities of the northeast

quadrant are the primary beneficiaries of the new aid. Their
i

aggregated allocations increase 73 percent, and their share of all 

entitlement aid to central cities increases from 50 to 60 percent. The 

southern and western central cities combined increase their aggregated 

allocations by 14 percent but their share of 

allocations decline from 50 to 40 percent.

total central city
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Intrametropolitan Disparities

federal aidhave made in various analyses ofA basic argument we

need for better targeting in terms of directing a

the distressed

distributions is the

-tolarger share of aid to the older, declining areas-

satellite cities and away from small suburban communitiescentral and

also be analyzed within individual metropolitan 

how does the dual formula affect the shares of CDBG 

received by the central city (or cities) and suburbs of

[17]. Targeting can

that is,areas;

funds

Table 2-8 shows the funding for sixindividual metropolitan areas? 

selected metropolitan areas by central city and suburban (satellite

The SMSA's were chosen on the basiscities and urban counties) shares.

(1) a range of central city-suburban socioeconomicof two criteria:

(2) CDBG entitlement jurisdictions covering most of thedisparities;

metropolitan area. Total dollar amounts, percentage gains, and shares

under the single and dual formulas are compared and related to a

Brookings index of social and economic disparities between the central

city and its suburbs [18]. This index differs from the urban

See Richard P. Nathan and Paul R. Dommel,
Setting National Priorities: The 1978 Budget (Washington, D.C.:

Financing Municipal Needs, 
hearings before the Subcommittee on Economic Growth and Stabilization 
and the Subcommittee on Fiscal and Intergovernmental Policy of the 
Joint Economic Committee, July 28, 1977, pp. 51-64.

17. "The Cities," 
Brook

ings Institution, 1977), pp. 283-316;

18. See Richard P. Nathan and Charles "Understanding
____ no. 1 (spring

pp. 47-62. The indicators used are unemployment, dependency 
(population under age 18 and over 64), education, per capita income, 
overcrowded housing, and poverty.

Adams,
Central City Hardship," Political Science Quarterly 91, 
1976):
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conditions index discussed earlier, which uses different data elements

and does not measure central city-suburban disparities. A disparity

index above 100 means that the central city is more disadvantaged

socioeconomically than its suburbs; an index below 100 means that the

central city is better off than its suburbs. A study of central

city-suburban disparities in the fifty-five largest metropolitan areas

found the cities of Newark, Cleveland, and Hartford the most

disadvantaged and Greensboro, Seattle, and Fort Lauderdale the most

advantaged relative to their suburbs.

In the selected metropolitan areas shown in table 2-8, the central

cities of Cleveland and Chicago have large disparities, Louisville and

Birmingham have moderate disparities, and Los Angeles and Houston are

As the tablenear and below the mean disparities, respectively.

illustrates, the more disadvantaged central cities (i.e., compared to

their suburbs) gain more from the dual formula (column 4). Cleveland

receives an additional $23 million, an absolute gain of 147 percent,

while its suburbs together gain only 50 percent. Overall, the city of

Cleveland increases its share from 70 percent of metropolitan area

Birmingham receives an additional $4funds to nearly 80 percent.

million, while its surrounding urban county receives no additional

The central city thus increases its share of metropolitanfunding.

Within the Los Angelesfunds from 56 percent to 66 percent.

metropolitan area the index shows only slight disparity between the

city and its suburbs, and shares remain constant.
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Funding Shares of Central Cities and Suburbs Compared underTable 2-8.
Original and Dual Formulas, for Six Selected SMSA's

Single DualDualSingle
Disparity formula formula Percent formula formula 

index grant* grant* gain share shareSMSA
(6)(5)(4)(3)(2)(1)

t Cleveland 331

70.4 79.6
20.4

Central city 
Suburbs

16.0 39.5 147
29.66.7 10.1 50

Chicago 245

Central city 
Suburbs

71.1 130.8
38.8

84 68.4 77.1
32.9 18 31.6 22.9

Louisville 165

Central city 
Suburbs

8.4 13.6 63 66.6 76.4
4.2 4.2 0 33.4 23.6

Birmingham 131

Central city 
Suburbs

8.3 12.4 50 56.9 66.5
6.3 6.3 0 43.1 33.5I<£

Los Angeles 105

Central city 
Suburbs

63.1 65.5 4 51.4 51.2
48.859.6 62.3 5 48.6

Houston 93

Central city 
Suburbs

26.2 26.2 0 78.5 78.5
7.2 7.2 0 21.5 21.5

Source: Projections of 1980 CDBG allocations; see footnote 18 on the
disparity index.

*Millions of dollars.

. Lid
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The area as a whole gains $5 million, half of which goes to the central

city, half to several of the satellite cities. The rapidly growing,

better-off Houston area receives no new funds under the dual formula,

and thus there is no change in shares. In sum, the improved targeting

found at the interregional level is also found within metropolitan

areas.

Overall, we conclude that the dual formula system does a

reasonably good job of targeting additional aid to the most distressed

cities and areas.

THE OVERALL PATTERN OF FEDERAL AID DISTRIBUTIONS

In this chapter we have focused on measuring urban distress and

have illustrated how the dual formula does a better job of targeting

CDBG aid than the original single-formula system. We also noted how

the new distributional system, while giving more aid to needy cities in

all regions, is particularly beneficial to the older cities of the

It was this redirection of aid that resulted in the sharpnortheast.

regional cleavages that developed as the legislation went through

Congress.

It is clear that the dual formula did result in substantially more

funds for cities of the northeast quadrant (NEQ). However, these

shifts represent only a small part of overall federal aid, and the CDBG 

program is only one part of a large recent increase in federal aid to
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The share of federal aid given directlylocal governments generally* 

to local governments

grants, and the dollar amounts have increased sharply, 

grants (AFDC and Medicaid), which go to the states, are eliminated from

argue they should be for these 

purposes—half of all remaining federal grants to states and localities 

in 1978 go to local governments. This trend toward increased direct

one-third of all federalhas risen to about

If welfare

consideration—as we would

federal-local grants represents a fundamental change in American

federalism. Most recently the countercyclical revenue-sharing, local

and public service employment programs, along with CDBGpublic works,

programs, have brought to local governments new types of assistance and

new policy objectives to meet. These programs have resulted in very

large increases of aid to most cities, including those in the south and

west.

The total federal aid picture needs to be viewed both close-up and 

Looking closely at fiscal 1978, federal assistance 

for the most distressed urban areas has reached new highs.

projected total grants for Chicago in 1978 exceed $400 

million; grants for Philadelphia and Detroit

from a distance.

As shown in

table 2-9,

$300 millionare over

each. The major increases have been recent, since 1975.

Taking a longer perspective, federal aid to all cities, 

has increased within the 

percentage increases from 1972 to 1978 for

even the

most well-off, past five years. The 

Houston and Phoenix, for 

percent respectively, over this six-yearexample, have been 591 and 689

I
;

I ;
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period (column 5). On this basis, a spreading pattern of federal aid

is observed, from the northeastern cities which were the primary

beneficiaries of the consolidated categorical programs to "Sunbelt”

cities with less previous grant experience, which are now benefiting

from the shift from discretionary to formula grants.

i

i
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Table 2-9. Comparative Growth of Total Federal Grants to Selected NEQ 
and Sunbelt Cities, 1971-72 through 1978 (Thousands of Dollars)

\ \

Total Percent Percent 
grants increase increase 

1971-72 1975-78 1972-78

Estimated Total 
grants grants 

FY 1978 1974-75City
(5)(4)(3)(2)(1)

68 31443,835
61,249
15,345
95,147
16,782

132,071
82,694
14,145^

108,015
66,782
31,844

166,129
47,733

166,183
130,820
31,483

181,394
120,885
80,947

407,726
110,381
311,142
328,134
109,500

Baltimore
Boston
Buffalo
Chicago
Cleveland
Detroit
Philadelphia
St. Louis

81 97
154 427
145 329
131 558

13687
151 297
248 674

Mean, 8 NEQ cities 133 354

Atlanta
Birmingham
Dallas
Houston
Jacksonville
Louisville
New Orleans
Oklahoma City
Phoenix

58,994
31,643
64,147
86,395
40,886
67,686
86,895
38,748
70,911

38,548
14,458
24,292
45,869
30,619
36,364
45,670
18,691
36,556

10,435
3,240
4,807

12,507
6,247

21,588
14,770
5,540
8,990

53 465
119 877
74 777
88 591
34 554
86 214
90 488

107 599
94 689

Mean, 9 Sunbelt cities 83 584

Source: Computed by procedures described in Richard P. Nathan, Paul R.
Dommel, and James W. Fossett, "Targeting Development Funds on Urban 
Hardship," Testimony before the Joint Economic Committee, July 28 
1977.

Our analysis of current federal aid developments 

conclude that the trend of growing local aid is likely 

at a less rapid rate.

formula, the spreading pattern is also likely

leads us to

to continue, but

Given the increased use of allocation by

to continue. We are not

!
\

}

)
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optimistic about the prospects for adjustment of existing formulas to

achieve better targeting on distressed urban communities. Formulas are

political decisions, and altering them requires changes in the

distribution of political influence. The CDBG dual formula has

produced considerable critical comment, suggesting that such changes

will be harder to achieve in the future.

In sum, we see efforts to achieve better targeting as an important

part of urban problem-solving; we also see such efforts as likely to

meet with resistance from those concerned about other problems—for

example, the problems of growth areas and the need for rural

development. The clash and clang as formula issues are debated

reflects the balancing of political interests. The needs of distressed

core cities and inner-ring suburbs, which are recognized by the CDBG

have for a long time been a fundamental concern ofdual formula,

domestic politics, but it is a concern that competes for attention with

many other claims.

; lo sieylsnB i‘ ••.{f’qolsvsb

- ..r v r
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Chapter 3

INTERGOVERNMENTAL RELATIONS UNDER THE BLOCK GRANT PROGRAM

An important goal of the CDBG program is to transfer control over

the local level—tofrom the federal todevelopment

This chapter focuses on the relationships between local 

governments and the federal and state governments in the implementation

communityf

decentralize.

of the CDBG program.

The first question to be asked—and it is not an easy one—is what 

kinds of intergovernmental relations were anticipated under CDBG? The

origins of CDBG can be traced to the Nixon administration's New

This was a devolutionary strategy which sought, asFederalism program.

one way of decentralizing, to create broader and less conditional

federal grant-in-aid programs for state and local governments—that is,

broader and less conditional than the conventional categorical grants,

the mainstay of President Lyndon Johnson's Great Society, which had

seen a rapid increase (critics called it a "proliferation") of such

The two main intergovernmental fiscal instruments of the Newgrants.

Federalism were "general revenue sharing" (enacted in 1972 and extended

in 1976) and the so-called special revenue sharing programs, the Nixon

administration's term for what are now generally called "block grants." 

A block grant is a grant in a broad functional area, distributed ini.

part (or in full) under a formula allocation system and involving a 

"minimum" of federal conditions and restrictions. The aim is to enable

recipient jurisdictions to (1) anticipate their allocations in 

these funds with more flexibility and discretion

advance

and (2) use than is

60
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possible under the narrower categorical grant programs, especially

those allocated on a project (as opposed to formula) basis.

The implications of the block grant policy for community

development were described enthusiastically by President Ford when he

"In a verysigned the Housing and Community Development Act of 1974:

real sense, this bill will help to return power from the banks of the

Potomac to people in their own communities. Decisions will be made at

the local level. Action will come at the local level. And

responsibility for results will be placed squarely where it belongs—at

the local level" [1].

Likewise, David Meeker, the assistant secretary of housing and

urban development in the Ford administration, made it clear that the

aims of the New Federalism would be reflected in the implementation of

"In the past, there has been a very large temptationthe CDBG program:

to insert ourselves (HUD) into the decision-making process of local

We had to say whether you could or could not doelected officials.

anything. We are now trying to limit HUD's role to those [cases and 

problems] that are constitutional in nature" [2] .

•. c .

Gerald R. Ford, "Statement on the Housing and Community 
Development Act of 1974?" Public Papers of the President of the United 
States (Washington, D.C.: Government Printing Office, 1975), p. 44.

1.

2. Arthur J. Magida, "Housing Report: Major Programs Revised to 
Stress Community Control," National Journal 6, no. 37 (1974): 1374.
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by no means the only actor inThe executive branch, however, was

and Ford administrations stressed theWhile the Nixonthis drama•
of the CDBGformula allocation featuresbreadth, flexibility, and

Congress wrote in objectives, added restrictions 

use of funds, and established application and planning procedures,

regional bodies as well as HUD* 

a decentralization instrument with

on theprogram, the

Theincluding review by state and

result, in effect, was a hybrid:

many centralization features.

From the outset there were many who were skeptical about the

Some predicted that in the firstdecentralization impact of CDBG.

year—in the rush to implement the new program in four months—central

controls would be few and limited, but that in the ensuing years they

would grow. It was pointed out that, beginning in the second year, HUD

required to conduct "performance-monitoring reviews" under CDBG.was

For this reason and others, both defenders and opponents of the New 

Federalism saw a possibility of what was called "creeping recate

gorization" in subsequent grant years.

Others pointed out that the election in 1976 (when the application

program year was just beginning for most CDBG 

recipient jurisdictions) might produce a Democratic administration less

process for the third

enamored of the program's decentralization aims than its Nixon and Ford

statements by HUD Secretary Patricia Harris 

suggest that this is the case. Addressing the House Subcommittee on 

Housing and Community Development, Secretary Harris

precursors. In fact,

said: "We will

i I
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expect communities to direct development and housing programs toward

low and moderate income citizens. I do not consider these to be just

objectives of the block grant program; it is the highest priority of

the program, and we, in the Federal Government, must see to it that the

thrust of the program serves that objective" [3]•

How Secretary Harris's policy will affect local decisionmaking in

the CDBG program is a question that cannot be answered for several

years. We can, however, assess the role of the federal and state

governments in administering the program in its first two years. Our

first report on the CDBG program did not cover this subject; this

chapter, therefore, adds an important dimension to the CDBG story.

THE STATE AND REGIONAL ROLE

threeThe CDBG application process involves governments at

state, and federal. We discuss the role of regionallevels—regional,

and state governments first, not because they are most significant but

because their reviews precede the federal review.

3. Patricia R. Harris, Housing and Community Development Act of 
1977, Hearings before the House Subcommittee on Housing and Community 
Development, 95:1 (Washington, D.C.: Government Printing Office, 
1977), pt.l, p. 9.
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made directly to local jurisdictions, rather than

and responsibility for

CDBG grants are

regional agencies,to state governments or 

planning and implementing grant programs

principal opportunity for direct involvement by state or, regional

is also borne locally. Thus,i

the

agencies is through application reviews.

Without spelling out 

Development Act requires that grant applications be "submitted for 

review and comment to an areawide [regional] agency under procedures

the details, the Housing and Community

established by the President." This is implemented through the A-95

review process, established by the Office of Management and Budget.

The executive order establishes a process in which clearinghouse

agencies at both the state and regional level review local grant 

applications and comment on the impact of the proposed programs and 

their consistency with areawide objectives. While these clearinghouse 

agencies review and comment, however, they cannot veto an application, 

and the absence of any veto authority is a major limitation on the

effectiveness of their reviews. Although there are exceptions, in 

general neither the local governments nor the reviewing agencies attach 

great policy value to this review process.

Collecting information on the A-95 reviews for both the first and

second years of CDBG, we found little effective influence by state and 

regional agencies. In the first perhaps because of time 

at both the state and regional levels 

In many cases, particularly at the

year,

pressures, A-95 reviews were

largely perfunctory. state level,

J
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conducting reviews sent letters to local jurisdictionsagencies

acknowledging receipt of their applications but making no substantive

In the second year, associates reported that the reviewcomments.

process was taken somewhat more seriously by both the review agencies

and the local communities, but overall the review process had little

impact on the applications submitted to HUD.

Only three instances were noted, all in the second year, in which

a local jurisdiction made changes in its CDBG application as a result

of clearinghouse comments. All three—Hennepin County, Minnesota;

Cleveland Heights, Ohio; and Marlborough, Massachusetts—involved

comments made by regional bodies. The most interesting case was

Hennepin County, where the regional clearinghouse objected to

submission of a countywide housing assistance plan instead of separate

housing assistance plans for each of the twenty-nine municipalities

sharing Hennepin County's grant. The HUD area office agreed with this

criticism, and the county changed its plan. According to the field

associate, it was HUD's position, not that of the regional agency,

which made the difference.

The absence of A-95 issues in our sample leads us to conclude that

HUD is clearly the most significant external governmental actor,

besides the locality, in the CDBG decisionmaking process.
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HUD INFLUENCE: AN OVERVIEW

in the CDBG decisionmaking processOur analysis of HUD's role

kinds of information in the field associates' reports:relies on two

the associates' assessments of HUD influence in each jurisdiction in 

the first two program years, and descriptions of specific instances of 

HUD involvement at the local level. These data, respectively, form the

In this section wethe two main parts of the chapter.bases of

evaluate the overall level of HUD influence in the first two years of

the CDBG program. In the second part of the chapter we take a closer
i

look at individual cases of HUD involvement, examining content and

outcomes, in order to understand what kinds of issues have concerned

HUD and how conflicts between HUD and local communities have been

resolved• The patterns that emerge from this analysis of issues,

together with the conclusions from part 1, have important implications 

for the future of decentralization under the CDBG program.
:

Opportunities for HUD Influence

Unlike state and regional agencies, which are 

peripherally in the CDBG decisionmaking

involved only

process, HUD interacts

routinely with recipient local jurisdictions at several points 

These include,

performance monitoring, and site visits, all of which 

responsibility of the HUD

in the

CDBG process. among others, application reviews,

are chiefly the 

area offices around the country, though
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!
unresolved issues may be referred to the regional office or to the

central office in Washington.

In contrast to the categorical programs, under which funds were

not granted until HUD had reviewed detailed plans for the proposed

project and the jurisdiction's capability to carry out its proposals,

the Housing and Community Development Act specified that applications

from entitlement and hold-harmless jurisdictions are automatically

approved unless HUD raises objections within seventy-five days after

submission [4].

Once approved, a CDBG plan is not ignored, however; HUD officials

may raise questions at any time regarding its implementation, as a

result of site visits, complaints from third parties, and

performance-monitoring reviews, which are conducted annually beginning

in the second program year. In short, the opportunities for HUD to

intervene in and influence local CDBG programs are many. The important

question is, how has HUD used these opportunities?

4. The application procedure and criteria for rejection of 
applications are explained in detail in our first-year monitoring

See Nathan et al., Block Grants forreport on the CDBG program; 
Community Development, pp. 54-55.
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The Level of HUD Influence

interactions between HUD andReviewing the data in each report on

classified sample units according to thethe recipient community, we

overall level of HUD influence during the first 

Jurisdictions were grouped in four categories: no HUD influence on the 

local program, minor HUD influence, major HUD influence, and cases in

two years of CDBG.

which HUD's influence was so strong that it can be said that HUD

determined the local program. In cases where HUD's role changed from

year one to year two, several factors, including the frequency of HUD
( involvement, the kind of issues raised by HUD, and the outcome of

HUD-jurisdiction disagreements, were weighed in order to produce a

single overall classification for the two years.

In the majority of communities, HUD's influence was clearly

limited. As shown in table 3-1, cases with little or no HUD influence

i >f ft were nearly three times as numerous as those where HUD a majorwas

influence or determined CDBG program content.

vrt • iiiJj

consulJnxs-. qmre
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Table 3-1. HUD Influence in the First Two Years of CDBG

Level of influence Number of jurisdictions

Local program determined 
by HUD

2

Major HUD influence 14

Minor HUD influence 34

11No HUD influence

Source: Field research data.

Note: Here and throughout the report, Roanoke Rapids, North 
Carolina, which received CDBG funds in the first year but not in 
the second, is excluded.

HUD's influence tended to be greater in smaller communities. Nine

of the fourteen jurisdictions where HUD's influence was classified as

major have populations under 100,000, and the two cases in which HUD

determined the local program involve jurisdictions with populations

under 25,000 (see table 3-2). The two cases in which HUD determined

the local CDBG program were discretionary jurisdictions with no prior

experience with categorical grants. The combination of inexperience

and discretionary funding appeared to make these communities more

subject to HUD influence. By contrast, HUD exercised essentially no

influence or minor influence in the seventeen large sample communities

(those with populations over 500,000).
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The two exceptions to this pattern of low HUD influence in large

jurisdictions are Phoenix and Houston, both classified as cases of

major HUD influence. In Phoenix, discussed later in the chapter,

housing programs were the point of contention, while in Houston the

issue was social services. According to the field associate, Houston

it had a model citiesin the past had resisted federal programs:

program but no urban renewal projects. The city's ongoing commitment

to model cities service programs begun under the categoricals

conflicted with the negative position adopted by the HUD field office

concerning the eligibility of social service programs under CDBG.

These factors, in part, explain the level of tension between the city

and HUD over CDBG, which resulted in HUD having a strong hand in

shaping the city's program.

The Decentralization Impact of CDBG

To put the general finding of limited HUD influence in context we

must ask, limited compared to what? Was HUD's role in the first two

years of the CDBG program significantly different from its role in

If HUD's role under CDBG wascategorical grant administration?

that findingsignificantly smaller than under the categorical grants,

would constitute evidence that decentralization had taken place. Of

necessity, this analysis is limited to the forty-four sample units that

had previous experience under HUD programs.
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CDBG has had aThe results, summarized in table 3-3, show that

significant decentralization impact.

86 percent, associates reported a reduced HUD role under CDBG, and 

another three units they reported no change.

For thirty-eight of the units, or

for

Table 3-3. The Decentralization Impact of CDBG: CDBG Compared 
with Categorical Grants

Number of jurisdictionsChange in HUD role

0Substantially greater

Somewhat greater 3

No change 3

Somewhat smaller 21

Substantially smaller 17

Source: Field research data.

Note: N=44.
prior grant experience, 
experience to permit a judgment by the associate.

In addition to the fifteen jurisdictions with no 
there were two with insufficient

Furthermore, of the three jurisdictions where an increased HUD role was

indicated, two--Miami and Miami Beach—simultaneously reported very low 

levels of HUD influence. This is a reflection of special structural

arrangements between Dade County and the communities within it • 

HUD involvement in Miami and Miami Beach had been

Direct

small in the pre-CDBG
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period because the community development function was primarily a

responsibility of Dade County. Under CDBG these cities became

entitlement areas themselves and thus came into direct contact with

HUD. In Miami, for example, which had had direct relations with HUD

primarily through the model cities program, the associate observed that

under the block grant HUD raised "more frequent and more varied

questions of eligibility, as well as fiscal and technical issues."

According to the associate for Miami Beach, previous HUD involvement

there had been "so minimal that there was an increase in the day-to-day

involvement under CDBG, but overall it was low-keyed." Only Houston,

already described, reported both major HUD influence under CDBG and an

increase in HUD influence from the categorical to the CDBG programs.

the data for these three cities do not constitute a strongIn sum,

exception to the predominant decentralization effect of CDBG shown in

table 3-3.

Comments of the associates for some of the units reporting

substantially less HUD influence stress both the extent and the range

For Atlanta the associate reported,of local autonomy under CDBG.

HUD's relationship with the city on the CDBG 
application was entirely different from what it • 
had been under the model cities and urban renewal 
programs.
Its only concern is in reviewing the application 
to make sure it isoconsistent with the guidelines.

HUD has,-taken a "hands off" position.'/j
(TT)W

HUD's closepreviousThe Chicago comparedassociate

supervision—"aggressively raising policy questions"—with conditions
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under CDBG in which "HUD is essentially divorced from dealing with

The Los Angeles associate stressed theissues• "substantive

independence of the city under CDBG and concluded, "The current program 

away from the categorical grant programs." Similarly,

Massachusetts,

is light years

noted thatfor Worcester,the associate

"decentralization has been significant" and has "enabled the city to 

carry out its programs faster than was possible before CDBG." The Sioux

Falls, South Dakota, associate quoted an enthusiastic local official as

saying, "Never in my eighteen years in the housing field has so much

real decisionmaking been possible right here at home."

i

1 Changes within CDBG: Year One versus Year Two

While this overall decentralization impact is striking, the 

obvious question is, will it last? As suggested earlier, a number of 

observers of the community development scene have speculated that there 

would be a gradual "recategorization" process under CDBG.

■

i.
A comparison

of year one with year two of the CDBG program clearly indicates that a

stronger HUD role was emerging in the second year, as shown in table

3-4.

:
1;

V.
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Tabl4 3-4. The Decentralization Impact of CDBG: First and 
Second Program Years Compared

Change in HUD role Number of jurisdictions

Substantially greater 13

Somewhat greater 19

22No change

5Somewhat smaller

Substantially smaller 2

Source: Field research data.

There are two practical reasons for us to expect an increase in

HUD involvement in the second year of the CDBG program. First,

The law,implementation of the program in the first year was rushed.

signed on August 22, 1974, gave communities only about five months to

set up an application process, hold public hearings, evaluate projects,

and prepare their formal application, including a housing assistance

Second, performance-monitoring (PM) reviews wereplan [5]. not

conducted in the first year because programs were just starting, but

during the second year HUD started to review first-year CDBG projects.

The PM reviews give HUD the opportunity to scrutinize whether local

activities meet the objectives of the Housing and Community Development

5. For a discussion of implementation problems, see Nathan et 
al., Block Grants for Community Development, pp. 56-60.
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t
reduce or withholdAct and can be used as the basis for decisions to)

future grants.\
both of these factors involve a change from a temporary 

of the program, to the establishment of

Because

situation tied to start-up

this increaseregular administrative procedures for the CDBG program,

involvement perceived by some in the second year may level off 

On the other hand, the policies of the Carter

in HUD

in future years.

administration and Secretary Harris, referred to earlier, could result

This questionin greater HUD involvement in the local CDBG process.

will be a major focal point of our extended monitoring research.

! Comments of a number of associates about HUD's second-year

oversight role suggest that HUD's influence under CDBG may continue to• it '
grow. This was particularly true for communities where a

"substantially greater" HUD role was found. In Jacksonville, Florida,

for example, the associate observed that HUD was becoming "more and

rigid, moving toward stricter control overmore the community

development programs in determining the focus and output of specified 

activities." The associate for East Lansing, Michigan, reported that 

HUD officials played "a greater supervisory role" in the second 

with "increased attention to the eligibility of CDBG activities and the

year,

basic philosophy of the local program." 

Virginia, and Greece,

In both Charlottesville, 

New York, associates noted that HUD 

seemed to be increasing in the planning process for the third

This expansion of the HUD role from the first to the

pressures

year of

the CDBG program.

-
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second year was perhaps most pronounced in Minneapolis, where the city

went to court to reverse HUD administrative actions.

Capsule 3-1. Minneapolis, Minnesota
Population: 378,112 
Central city
Previous experience: model cities, urban renewal

\

Minneapolis's hold-harmless base of $16 million (which compares 
with a first-year formula eligibility of $6 million) indicates the 
city's high level of involvement in the categorical grant programs. 
Roughly
commitments to social services, and it was these commitments that 
became a source of conflict between the city and HUD in the second 
program year. Most of Minneapolis's community development program went 
through unscathed in the first year, but in the second the HUD area 
office, perceived by local officials as
constructionists,” rejected fifty of the ninety programs in the city's 
application. The principal issue was whether the city's rehabilitation 
and service programs were linked to other community development 
activities. Minneapolis took several cases to court. A ruling was not 
obtained, but HUD did revise its position, and eventually all but six 
programs, representing $400,000 in CDBG funds, were approved. HUD also 
raised some procedural issues with Minneapolis in the second year.

18 percent of the city's hold-harmless base comprised

group of "stricta

Although these several cases suggest a recategorization tendency

on the part of HUD, it is important to note also that HUD's role

remained the same or decreased from year one to year two in almost half

our sample (see table 3-4). In Cleveland, the change wasof

substantial.
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Cleveland, OhioCapsule 3-2.
Population: 638,793 
Central city 
Previous experience: model cities, urban renewal

were tense, as theHUD-city relations in the first program year 
agency questioned a wide array
programs in its review of Cleveland's grant application.

resolved only after a ruling by the agency's general counsel and

of social service and public service
The- issues

were
involvement of a congressman, a senator, and HUD Assistant Secretary 

At the performance-monitoring stage, the agency again was 
HUD's objections focused on 

reviews, and citizen

Meeker.
critical of Cleveland's CDBG program.
social service programs, environmental 
participation and affirmative action procedures.

In the second-year, Cleveland's relations with HUD improved 
significantly. The agency raised only minor questions regarding the 
application, and city officials reportedly felt they had established a 
good working relationship with HUD. The associate noted, "Cleveland 
officials believe that both the responsibility for the CDBG program and 
the authority for implementing it are now vested in the local 
jurisdiction."

Similarly, contacts between Cleveland Heights and the HUD area office

in Columbus were said to have decreased substantially in the second

year.

There were five cases where we found HUD's role to be "somewhat

smaller" in the second year. For Bangor, Maine, the associate wrote, 

"HUD has appeared to give the city even more of a free hand" in the

second year. In Boston, city officials took the position in the second 

year that they should proceed essentially on their own, "on the theory 

that any transgression would merely result in 'a slap on the wrist' in 

the post-audit process." The Columbia, 

second-year report stated that

South Carolina, associate's 

"decentralization is continuing at a

steady pace." Essentially the same observations made by thewere

■v
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associates for Santa Clara and San Jose, California.

Red Tape

Although the crucial decentralization question is who decides

where and how CDBG money will be spent, increased decentralization

might be expected to result in a reduction of administrative detail,

processing requirements, and paperwork—in short, "red tape" [6].

officials'With this in mind we collected data on local

perceptions of the amount of red tape involved in the CDBG program.

The results were somewhat surprising. When officials in the forty-four

jurisdictions with prior HUD categorical grant experience were asked to

compare red tape under CDBG with their prior experience, only about

half of those responding (twenty-one out of forty-three), including

officials from a number of large cities with extensive categorical

grant experience, reported a decrease in red tape. The other half

reported either no change or an increase in the amount of red tape.

Clearly the block grant approach is not seen consistently as reducing

red tape.

Two factors help to explain this. First, the CDBG program gave

local officials responsibility for some tasks previously carried out by

HUD, such as environmental impact reviews (see below in this chapter).

6. For a provocative discussion of the role of red tape in 
Herbert Kaufman, Red Tape: Its Origins, Uses, and 

Brookings Institution, 1977).
government,
Abuses (Washington, D.C.:

see
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the fact that their community had prior categorical 

officials involved in CDBG planning and

Second, despite

the localgrant experience, 

implementation may be new to the job and thus
i

unfamiliar with the

To thesepaperwork routinely involved in federal grant programs.

amount of paperwork might seem burdensome.

Like overall HUD influence, red tape also seemed to be increasing

newcomers, any

Officials in only four communities reported ain the second year.

decrease in red tape from year one to year two, while nearly two-thirds

One reason for this may be the addition in thereported an increase.

second year of a new task for local officials: preparation of!
performance reviews of their projects—the local jurisdictions'

counterpart to HUD's PM reports. Officials in many communities

complained about the timing of the reports, which sometimes covered 

only a few months of the first program year, 

indicated to associates that they found the reviews of little or no use 

to their community. According to one local official,

"designed by bureaucrats in bureaucratese and produced yet another 

document to be filed away." The various environmental impact 

and affirmative action plans required of recipient jurisdictions also 

necessitated new paperwork (see below in this chapter).

Many local officials

the review was

reviews

A third aspect of the CDBG program frequently criticized 

the housing assistance plan (HAP), required annually 

of each grant application.

as red

tape was as part

In the words of one associate, local 

"necessary evil" that must be put up with inofficials see the HAP as a
!

|
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order to get CDBG money—"It's like eating your spinach in order to get

your dessert.'*

These comments on performance reports and the HAP, coupled with

the assessments of red tape given by local officials, make it clear

that in the eyes of many local officials red tape has not decreased

under the block grant program, as might have been expected. However,

red tape itself does not necessarily mean reduced local decisionmaking.

sPerceptions of red tape tend to focus on procedure—how the CDBG

fThus, theprogram is planned and implemented—rather than substance.

Ifindings on red tape do not necessarily contradict the earlier i
conclusions about decentralization of decisionmaking, which i
concentrated on the substance of decisions. The relationships between

HUD and the local communities will become clearer as we look at

instances of HUD-jurisdiction interaction.

HUD INFLUENCE: AN ANALYSIS OF ISSUES

In this section we examine specific cases in which the associates

reported that HUD questioned local CDBG activities. The analysis 

covers the first two program years and concentrates on three aspects of

(1) the type of issue involved and theHUD-jurisdiction disputes:

(2) the importance of the issue to bothgrounds for HUD's involvement;

and (3) the outcome, that is, whether HUD or the localparties;

There are two basic categories, substantive andcommunity prevailed.
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Substantive issues include:

Strategy is sues, involving the program mix and the

in the overall allocation of a

procedural issues.

1.
v ’ \

benefits by income group
■

andjurisdiction's CDBG grant;

definition andinvolving the2• Program issues,

! I ''' 
i' ’

■

specific program components of a 

jurisdiction's CDBG plan. An example will clarify the

eligibility of

whether to allocate 20 percent of adistinction:

community's block grant to social services is a

whether housing counseling is anstrategy issue;

Both,eligible social service is a program issue.

however are substantive issues.
i .

The second main category is procedural issues, which include:

1. Compliance issues, involving equal opportunity,

environmental protection, Davis-Bacon (prevailing

i I wage), and citizen participation requirements; and

2. Administrative and technical issues, involving

staffing, the planning process, the rate of 

implementation (an important subject, especially in the 

early days of CDBG), the various data required in CDBG 

plans and programs, and so on.

The types of issues are listed above in what 

overall order of importance.

we consider their

As a general rule,

significant point, we found that the position of

and this is a

the local community.

\
rS '

:

•v
I

:
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tended to prevail on substantive issues, whereas on procedural issues

HUD clearly prevailed. The apparent explanation for this pattern is

that recipient jurisdictions tended to be more willing to compromise on

lower-level issues, particularly procedural issues where they could

satisfy HUD without making basic changes in their plans. On the other

hand, they were likely to resist HUD pressure on substantive issues,

where they felt it was necessary to defend their decisionmaking

prerogatives.

Another general comment is needed here. The figures on specific

issues and their outcomes may obscure an important point: for each

kind of issue there were significant numbers of jurisdictions that had

two years of the CDBGno disagreements with HUD during the first

Although HUD's failure to take issue with CDBG activities inprogram.

these jurisdictions is not tantamount to approval, we interpret it as

evidence of decentralization. In assessing the level of HUD

involvement and the degree of HUD influence on various kinds of issues,

wherewe look at both cases where HUD failed to raise issues and cases

HUD raised issues but did not prevail.

An important question in analyzing decentralization concerns

anticipation of HUD expectations by local decisionmakers. While it

HUD-localcannot be directly observed, there may be instances where no 

differences occurred because local officials knew HUD's position on

certain programs and issues and designed their program and procedures 

We will be examining this question of "potential" HUDaccordingly.
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influence in the next round of field research.

Strategy Issues

Altogether, the field associated reported that HUD raised strategy 

sixty-four occasions in forty-three jurisdictions, which 

that for eighteen jurisdictions (approximately 30 percent of

issues on

themeans

disagreements with HUD over strategy matters insample) there were no

Where HUD raised strategythe first two years of the CDBG program.

it prevailed half of the time; recipient jurisdictions wonissues,

one-third of these cases [7] . Combining the cases where no strategy

issues arose with those where the jurisdictions prevailed, we find that

the local community's position was accepted in over half the cases •

suggests that the goal of decentralization of substantiveThis

decisionmaking has been achieved to a notable degree.

Among the strategy issues, three kinds predominated—housing,

geographic targeting, and social services.

Housing Strategy. As described in chapter neighborhood

programs (housing rehabilitation and related public 

improvements) have emerged as the single largest activity under CDBG. 

Hence, it is not surprising that many strategy cases involved housing.

5,

conservation

7. The residual is cases where the outcome was a compromise that 
did not clearly favor either side. Throughout the chapter, compromise 
settlements favoring HUD are counted as HUD wins, and compromises 
favoring the jurisdiction are counted as jurisdiction wins.

:
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The focus of attention in most of these cases was the distribution of
HUD's policy,benefits. particularly in 

Raleigh,

the most distressed

central cities, was not
consistent. In Durham and

for example the agency urged
concentration on

neighborhoods; by contrast, HUD
favored spreading housing rehabilitaten programs in Philadelphia and 

a source of considerable tension.in Phoenix, where the issue was

Capsule 3-3. Raleigh, North Carolina
Population: 134,231
Central city
Previous experience: urban renewal

In the second year, the HUD regional office disallowed a central 
feature of the Raleigh CDBG plan—a proposal to make housing 
rehabilitation assistance available not just to those in the target 
areas but also to several "satellite" areas where pockets of poor 
housing threatened to cause neighborhood decay. According to HUD, such 
a plan would violate the target area approach intended in the CDBG 
legislation because the "satellite" areas would not be receiving any 
other assistance under the block grant. All but three of the pocket 
areas were disqualified for housing rehabilitation assistance.

Capsule 3-4. Phoenix, Arizona
Population: 664,721 
Central city
Previous experience: urban renewal

PhoenixA city with a strong coalition for housing assistance, 
allocated nearly 95 percent of its first-year and 85 percent of its 
second—year CDBG funds to housing and urban redevelopment programs.

local officials frequentlyImplementation, however, was very slow; 
cited HUD as the villain. A performance-monitoring visit in the first 
year generated three HUD rulings that undermined Phoenix's low-income 
housing policy by making most program sites ineligible for CDBG 
assistance. HUD ruled that racial and economic impaction in twenty-one
census tracts made them ineligible for section 8 housing assistance. 
HUD also declared the city's Residential Restoration and Preservation 
Program, a major renewal effort, ineligible for section 312
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the poor housing conditions in therehabilitation loans because of
HUD's position was that the city should avoid rehabilitation in 

the city because it would increase existing 
The city's view, on the other hand,

area.
segregated areas of 
minority and economic impaction.

"neighborhood development in minority neighborhoods takes
A housing program designed to

was that
priority over neighborhood integration, 
produce the opposite effects—deconcentration—would, in effect, reduce 
needed assistance in abandoned and blighted inner city areas." 
According to the associate, local officials were critical of HUD's 
inconsistency of interpretation and of conflicting regulations, 
especially regarding impacted census tracts.

y

It is possible, of course, that differences in local conditions

explain these variations in HUD's implementation policy, but the more

likely presumption is that these cases involve a difference in policy

between different offices and officials of HUD. The act itself is

unclear as to the most desirable location of housing assistance

activities, reflecting the basic conflict between the income group 

targeting and spatial deconcentration objectives contained in the law

[8] .

Consequently, some city leaders, emphasizing 

objective, claim that the poor in deteriorated core areas should be the

the targeting

focus of housing assistance activities under CDBG. Others argue for 

the application of the law as a spatial deconcentration instrument to 

help the poor and minorities obtain housing in suburbs and in

better-off neighborhoods within central cities. To the latter group,

8.. The seven "specific objectives" contained in the law include 
eliminating slums and blight," and increasing "the diversity and

lhrou8h ti” *p*ti*1 »•101(c)(1) and (6)].
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targeting benefits in areas of concentrated low- and moderate-income

population only reinforces concentration.

Another related housing strategy issue was raised by HUD in its

criticism of citywide housing rehabilitation programs in jurisdictions

such as Pittsburgh and Sioux Falls, South Dakota. In pressing for

concentration on lower-income neighborhoods in both cities, the agency

cited the provision of the law stipulating that housing rehabilitation

must be incidental to other neighborhood physical improvements in order

to be an eligible activity [9]. The cities responded by interpreting

"physical improvements" loosely: tree planting in Pittsburgh and

replacement of street signs in Sioux Falls were used as justification

for housing rehabilitation efforts throughout the city. HUD eventually

accepted both plans.

Geographic Targeting Strategy’. In eighteen cases HUD questioned

distribution of CDBG activities withinthe overall geographic

jurisdictions. HUD won twelve cases; jurisdictions won four. In most

cases the issue concerned income group benefits; HUD consistently

favored targeting funds on low- and moderate-income groups, as opposed

to allowing jurisdictions to spend funds communitywide. In the first

year, for example, HUD required Atlanta, Casa Grande, and East Lansing

9. In describing eligible activities, the Housing and Community 
Development Act of 1974 states that a community development program may 
include "clearance, demolition, removal and rehabilitation of buildings 
and improvements (including interim assistance and financing 
rehabilitation of privately owned properties when incidental to other 
activities)." Emphasis added; see sec. 105(a)(4).
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before their CDBG applications wereto designate specific target areas

in the second year it required Hennepin County to submitapproved;

maps of census tracts to verify that projects would serve low- and

moderate-income households [10] •

involving overall targeting wasAn especially interesting case

HUD officials expressed concern overthat of Columbia, South Carolina, 

the citywide nature of the CDBG program throughout the first year and 

instructed the city to develop specific target areas for the second

the city's homeyear. As a result, substantial changes were made:

burglar-proofing program, for instance, was restricted to low-income

neighborhoods. In addition, HUD ruled after lengthy negotiations that

a mosquito control program was permissible because mosquitoes do not

fly over the entire city.

The case of Greece, New York, a middle-income suburb of Rochester,

is another instance where HUD pressed concentration of benefits on

income groups •

Capsule 3-5. Greece, New York
Population: 76,401 
Satellite city 
Previous experience: none

Described by the associate as a "community without large and 
concentrations of poverty and blight," Greece has the lowest 

poverty percentage—2.8 percent—of jurisdictions in the Brookings
visible

10. HUD defines low-income and moderate-income 
tracts with a median income of 0-50 
SMSA median income, respectively.

areas as census 
percent and 51-80 percent of the

i
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sample; 80 percent of its housing has been built since 1939. Its 
first-year application, which allocated most of the city's funds to 
land acquisition for a drainage basin, was approved conditionally when 
city officials agreed to apply for section 8 housing assistance funds; 
the town was urged by HUD officials to pay more attention to the needs 
of its low- and moderate-income groups. This criticism was repeated in 
HUD's first-year performance-monitoring review, which noted that the 
city had dragged its feet on section 8 housing. The agency's 
persistence led to major changes in the town's CDBG program: in the 
second-year, Greece's small minority of low- and moderate-income 
residents was the direct beneficiary of one-fourth of the town's CDBG 
grant.

In Chicago and Denver, two big cities with much larger proportions

of low- and middle-income residents, the jurisdictions were more

Commenting on Chicago's second-year applicationsuccessful. HUD

stated, "Many of the proposed activities do not appear to beofficials

consistent with maximum feasible priority being given to activities

which will either benefit low- or moderate-income families or the

At the same time the Applicant has notelimination of slums or blight.

described in the Application community development needs having a 

particular urgency, which these activities are designed to meet" [11].

sixteen activities to which this statement applied—one-fifthFor the

of the city's second-year program, amounting to $9.5 million—the city 

responded by providing additional-rationale for undertaking them, and

Similarly, when spreading was criticized in Denver, 

the city made minor modifications in its CDBG program but no major

HUD was satisfied.

Paige, Office of Area Counsel, toMemorandum from Joseph E.
Director, HUD Community Development and Planning, August

11.
Woodrin Kee,
4, 1976, containing legal review of Chicago's second-year application.

1
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illustrate our earlier point that: These casesreallocation of funds*

successful than smaller jurisdictions incities are morelargei

resisting HUD pressure.

HUD discouraged spreading of funds 

In Charlottesville, 

approach, in which many small projects were dispersed throughout the

the city's third-year CDBG application designated 

two projects to receive over two-thirds of the total allocation.

Social Service Strategy. The CDBG program was perceived by HUD to

city for efficiencyin one:i

HUD was critical of the city's shotgunreasons.

t

city. In response,

be mainly a hardware (bricks and mortar) program and not a software
’c

; I
‘ i ! This interpretation reflects the legislative(services) program.

it of the Housing and Community Development Act of 1974.history

Initially the Senate adopted an amendment proposed by Edward Brooke of

Massachusetts setting a 20 percent limit on social services under CDBG.

The House, however, dissented. The result was the inclusion of general 

language requiring that such services be related to projects undertaken
k ■<

with block grant funds [12] . In the first year of the CDBG program we 

found that this unadopted 20 percent lid influenced local policy in

many cases, being used by local officials to justify decreasing or

expanding social services, depending on their predilections. And in

both the first and second years, this section of the law (see footnote

j

i 12. Section 105(a)(8) of the law classifies services as an
e^8^ble activity if they "are not otherwise available in areas where 
other activities assisted under this title are being carried out in a 
concentrated manner."i

l
■

t
I:

-•
h I : ill

i
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12) was the grounds used most often by HUD for challenging social

service spending as a major CDBG strategy.

The agency, however, was not a consistent winner on these strategy

jurisdictions won half of the cases.issues: Model cities experience

was an important factor in determining the outcome of social service

strategy issues. Eight of the nine jurisdictions that won on this

issue had considerable experience under the model cities program,

ranging from 25.3 percent of the hold-harmless base in Minneapolis to

93.2 percent of the hold-harmless base in Houston. By contrast, only

jurisdiction where HUD won on a social service strategyone

issue—Allegheny County, Pennsylvania—had model cities experience.

This suggests that those communities with model cities experience were

willing to fight harder to keep their social service programs and that

HUD was willing to drop its objections in communities that had

commitments to social service programs begun under model cities.

"In general,According to the associate in El Monte, California,

the HUD message to all the area cities was to keep social service

programs out of the application unless they were part of the 

hold-harmless programs." Likewise, in Portland, Maine, HUD criticized

social service programs with a communitywide clientele, i.e., not

However, accordinglinked to specific physical improvement activities, 

to the associate, the agency "backed off after the intervention of one

senators." In Houston,(and perhaps the other) of the state's U.S.

where HUD's intervention in the city's strategy on social services

;
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the associate reported that the cityinvolved its model cities program,3

the office of the secretary of HUD in Washington 

have received assurances that it could continue

appealed directly to

reported toand was

these services up to 20 percent of the block grant without jeopardy

HUD officials also questioned social

to

of its CDBG plans.the rest

In this case, city officials took theservice spending in Cleveland, 

position that the requirement that 

"specifically related" to physical development projects (the language

under CDBG besocial services

HUD area office language and not in the law [13] • Theat issue) was

city proceeded to carry out its plans for social services despite the
: • ;

questions raised by the area office.

1 In contrast to the communities that won social service disputes

with HUD, the losers not only tended to have little prior experience

with HUD-funded social service programs but also tended to be small

Of thejurisdictions• seven, four had populations of less than
[

f I 100,000. In addition, two—Alma, Michigan, and Charlottesville,

Virginia—were nonmetropolitan hold-harmless recipients. As stressed

in our first report, these units are much more vulnerable to HUD

influence than are formula-entitlement jurisdictions, 

nonmetropolitan hold-harmless jurisdiction—Carbondale, 

among the winners

A third

Illinois—was

on social service strategy issues, but there was a

significant difference between this community and the two

13. See the immediately preceding footnote, which 
about so specific an interpretation.

raises doubts

i£
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others—one-third of Carbondale's hold-harmless base was model cities

spending, while neither Alma and Charlottesville had model cities

experience.

Overall, even though it tended to lower social service spending,

officials in recipient jurisdictions seemed to be aware that the 20

percent ceiling was not obligatory; HUD officials tended to be

flexible on this issue, especially in cases involving the continuation

of services started under the model cities program.

Program Issues

We turn now to program issues—cases in which HUD sought to modify

or delete some aspect of one of the program components of a community's

HUD's win-loss record was higher at this level than at theCDBG plan.

strategy level: of the 115 cases identified we counted HUD as winning

79 and losing 26 (with 18 other outcomes). However, these figures may

more than they reveal since on many of these issues the stakesobscure

Again, housing and social service issues predominated.were not high.

Housing Programs. A majority of the housing program issues raised

by HUD centered on the housing assistance plan (HAP). According to 

section 104 (a)(4) of the Housing and Community Development Act of

1974, each jurisdiction must submit as part of its CDBG application a

(1) a survey of the condition of theHAP which includes:

(2) an estimate of currentjurisdiction's existing housing stock;

housing needs and the housing needs of those lower-income persons

■
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reside" in the community over the next three years as a

(3) realistic

"expected to

result of existing or planned employment opportunities;

and kind of housing assistance to be provided 

The HAP, which permits localities to determine both the type

goals for the amount 

annually-

and general location of housing assistance, is to be included in the

that housing and community development 

activities are undertaken in a mutually supportive manner.

CDBG application to ensure

Nationally, the "expected to reside" clause—or ETR, as it is now

known—received more publicity than any other intergovernmental issue

that arose in the initial implementation of the CDBG program. This

occurred because of the Hartford case in which HUD was enjoined from

releasing community development funds to seven suburban towns

surrounding the city of Hartford, Connecticut. The federal district

court for the district including Connecticut ruled that HUD had acted

illegally in approving the applications of the seven suburban towns

since the towns had not documented the housing needs of those "expected 

to reside" within their borders. Six of the towns had given zero as 

their ETR figure; the seventh had used a figure obtained from the 

local housing authority's waiting list, which the court found

inadequate. The Hartford case focused on a memorandum of May 21, 1975,

in which HUD Assistant Secretary David Meeker stated that the 

would approve applications without an

agency

ETR figure as long as the

jurisdiction indicated what steps it would 

accurate data in the next year's application.

take to provide more

I )
r j

;I



95

On August 15, 1977, on an appeal from three of the suburban towns

involved, the Hartford decision was reversed by the U.S. court of

appeals for the second circuit. The city of Hartford in turn has

appealed this decision to the U.S. Supreme Court and has asked the

second circuit to refrain from implementing its ruling pending a

decision by the Supreme Court. At this writing, it is not known

whether the Supreme Court will hear the case.

No matter what the eventual outcome, however, the Hartford case

apparently sensitized HUD officials to the ETR issue. During the first

two program years, HUD questioned ETR figures in twenty-eight of the

sample units and won an overwhelming majority of these cases. In many

of the cases HUD successfully pressed jurisdictions to use higher ETR

figures based on the agency's standardized estimation procedure rather

than the figures initially provided by the local government. Our data

clearly suggest that HUD tended to lean more heavily on suburban

governments (urban counties and satellite cities) than on central

Suburban St. Louis County, for example, was pressed to raisecities.

its ETR estimate from 40 to 400 households in the first year of the

In the second year, Evanston, Illinois, which set itsprogram.

landfirst-year figure at zero on the grounds that there was no vacant

"induced" to change its ETRavailable for low-income housing, was

figure from 57 to 910 households.
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both HUD and the recipient jurisdictions tended to take the 

seriously in the second year, the jurisdictions in 

which HUD questioned ETR figures generally did not get highly exercised

either year and were willing to substitute HUD's 

Similarly, communities in which HUD questioned projections of 

subsidized housing goals based on the ETR rarely challenged the agency* 

The reason for local governments' acquiescence on both counts is 

obvious. The amount of subsidized housing available under HUD's

Though

ETR estimates more

about the issue in

figures.

housing programs—most notably section 8—was bound to fall short of

Since HUD could not deliver the goods, it did not matterlocal needs.

how much was ordered. In Lubbock, Texas, for example, an official

remarked that the ETR is "a fruitless exercise since only a small

number in need can be assisted through HUD subsidy programs." Also, 

local officials knew they could use section 8 units for the elderly and 

thus avoid local controversy.

HUD's position on the amount and type of assisted housing varied 

sometimes asked localities to lower their housing 

assistance goals to conform with their section 8 allocation.

HUD encouraged jurisdictions to raise their housing assistance 

Similarly, regarding the program mix, HUD insisted on fewer new 

units (as opposed to subsidies for existing units or for substantial 

rehabilitation) in some communities, but encouraged more new subsidized 

construction in others.

considerably. HUD

In other

cases

goals.
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In addition to HAP-related issues, there were many cases in which

HUD challenged the eligibility of specific local housing programs and

projects. Rehabilitation, relocation, and code enforcement programs

stand out. In Philadelphia, Chicago, and Durham, HUD challenged

different aspects of rehabilitation loan and guarantee programs. All

three cities were able to retain their rehabilitation loan and grant

programs, though Philadelphia was forced to find private funding for

certain mortgage activities. Relocation cases were generally less

One exception to this rule wascontroversial and more easily resolved.

Los Angeles County, where the agency required the county to establish a

formal relocation procedure for its Neighborhood Development Program

after finding in its first-year performance-monitoring review that

existing procedures were inadequate.

Code enforcement programs were the subject of minor disputes in

East Orange, New Jersey, and Chicago. In each casetwo jurisdictions:

HUD insisted that the city designate census tracts to be covered by its

code enforcement program. Both cities responded by providing HUD with

information on the general conditions of the code enforcement areas and

plans for physical development activities in these areas.

eligibility ofHUD questioned theSocial Service Programs.

various specific social service programs, ranging from child care to 

senior citizen programs. At the program level as at the strategy

level, localities tended to prevail more often on social service issues

HUD won nine cases and thethan in other functional areas.
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Xn all, HUD raised issues in ten jurisdictions.

social service questions tended to be

jurisdictions eight.

The communities that won on

three of the fourlarge and experienced with federal grant programs, 

winners had populations over one million, and two Chicago, 

challenged four social service programs, and Houston had model cities

smaller

where HUD

HUD tended to win inOn the other hand,experience.

jurisdictions inexperienced with HUD programs: four of the seven

100,000, and onlycommunities that lost to HUD had populations under

two had model cities experience.

One of the most controversial cases involved Houston's attempt to

use CDBG money to establish neighborhood service centers which would

receive inquiries and disseminate information about the CDBG program at

the neighborhood level. However, a second-year spot check of two

centers by HUD performance monitors revealed that over half of the

inquiries were concerned with general city administration, rather than

specifically related to community development, 

suspicions of HUD officials that the centers would become "little city 

halls," though the city contests the validity of the spot check, 

result of a HUD audit soon afterward, 

disallowance of $306,000 in first-year CDBG funds 

operation of the neighborhood service centers. 

settled when HUD dropped its

This confirmed the

As a

the agency recommended the

used for the

The issue was finally 

repayment claims in exchange ^for 

in Houston's CDBG expenditures for citizen participation, 

expenditures which HUD felt were excessive.

reductions
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The requirement that social services be tied to physical

development activities funded with CDBG money, cited often by HUD in

its attempts to reduce overall social service spending, was also used

to support HUD challenges of individual social service programs. In

Cook County, Illinois, HUD enforcement of this regulation led to

elimination of two of the three programs questioned. Another basis for

HUD criticism of social service programs was the clause in the Housing

and Community Development Act specifying that, in order to use CDBG

funds for social service programs, jurisdictions must demonstrate that

assistance "under other applicable Federal laws or programs had been

applied for and denied or not made available within a reasonable period

of time" [section 105 (a)(8)]. Of the four such cases, HUD won three.

Public Facilities and Improvements Programs. Construction and

repair projects for streets, neighborhood centers, parks, water lines,

and the like were the subject of HUD challenges in fourteen cases

involving ten jurisdictions. Most of the cases were noncontroversial,

and the agency tended to come out on top.

Many of these cases involved HUD's enforcement of the "urgent 

needs" provision of the Housing and Community Development Act 

(explained below). In specifying that "maximum feasible priority" be

that benefit low- or moderate-income families orgiven to activities

elimination of slums or blight [sectionaid in the prevention or

104(b)(2)], the law allows an exception for activities which the

"designed to meet other communitysecretary of HUD determines are
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Because this provisiondevelopment needs having a particular urgency* 

be used to win HUD approval of programs 

under CDBG, it is a potential loophole* 

for the Brookings sample suggests that the agency tended

not otherwise eligiblecan

In fact, however, the evidence

to interpret

provision narrowly (where it was at issue) and to win on these

public

this

for example, twoCalifornia,In Orange County,

projects described by the county as meeting urgent needs—a 

highway overpass and sewer facilities—were rejected by HUD.

cases.

facilities

Targeting was the issue in Lansing, Michigan, where HUD objected

to plans to construct a fire station in a census tract without the

required concentration of low- and moderate-income families. HUD

withdrew its objection when the city demonstrated that no other site

was available and that the site was adjacent to its CDBG target areas.

The only other jurisdiction victory on a program issue involving public

facilities and improvements was in Houston, where the city used CDBG 

funds for construction of bus shelters despite HUD's challenge of their

eligibility.

Other Program Controversies. Local communities differed with HUD

on a number of other program issues, including land acquisition, police 

and security programs, and commercial and industrial development, 

important case involved Cleveland, which sought to use $2.25 million of

One

its $16 million first-year CDBG entitlement to avoid laying off 

policemen. Initially,

to approve Cleveland's CDBG application,

190

the HUD area and regional offices both refused

contending that the crime
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control program did not tie the use of CDBG funds to neighborhoods in

which other community development activities were scheduled to take

An additional concern, voiced by Ohio Representativeplace.

Louis B. Stokes and several community groups, was that the use of CDBG

funds for crime control would allow the mayor to use funds outside of

low-income neighborhoods. Besides Stokes, this issue eventually

involved a U.S. senator and HUD area, regional, and national officials.

After HUD's general counsel ruled that CDBG funds could be used for

police so long as they were confined to the target areas, the agency

reversed its position and approved Cleveland's application. This

precedent-setting decision permitted CDBG funds to be used to pay the

salaries of 190 police officers in four low-income target areas in

which the city also planned to spend other CDBG dollars.

involving industrialAnother interesting case—this one

development—centered on a second little-used but potentially important 

"loophole" in the law (similar to the "urgent needs" provision

discussed above) which allows recipient jurisdictions to classify up to 

10 percent of their annual program as "unspecified local option." Doing 

so can be a means of avoiding a HUD challenge on the eligibility of

$500,000 of itsparticular activities. Chicago wanted to allocate

second—year allotment to the city's new economic development commission 

for the purpose of encouraging and facilitating industrial expansion

HUD objected on the grounds that the project wouldand development.

neither benefit low— and moderate-income individuals nor aid in the
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To win approval, HUDelimination of slums or blight*prevention or

In responsemaintained, the project had to meet the urgent needs test.

these activities to the "unspecified localthe city simply shifted 

option" category.

On other issues, HUD disqualified programs for rehabilitation of 

privately owned neighborhood centers (Cambridge), purchase of police 

(Durham), microfilming housing data (Evanston), repurchase of

(New York), and bicentennial projects

cars

urban renewal notes

(Philadelphia).

Compliance Issues

We turn now from substantive to procedural issues. Compliance

issues involve requirements in the law which, although important to

many groups, are extrinsic to the community development function and

concern implementation rather than program content. Four types of

compliance issues predominated: equal opportunity, environmental

impact, citizen participation, and Davis-Bacon (prevailing wage). 

Several generalizations apply to all four categories: (1) Of the

seventy-two cases identified, jurisdictions won only six. 

issues appeared to be relatively unimportant to

(2) These

the recipient

(3) Thoughcommunities. not hard fought, many compliance

cases—especially those involving equal opportunity requirements—have

As of this writing several are not yet resolved; 

however, HUD generally has not held up funding pending resolution. (4)

been long-drawn-out.

ii
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action on compliance issues has often been initiated by complaintsHUD

from third parties.

One reason for HUD's high success rate in compliance issues may be

the existence in each HUD area office of a separate unit (or

individual) for equal opportunity and environmental review functions.

HUD's ten regional offices also have units responsible for all four

compliance categories listed above. In addition, we observed a general

reluctance on the part of recipient governments to highlight or debate

questions that arose affecting the status of minorities as

beneficiaries or employees under the CDBG program. The same kind of

dynamic was found to apply, although less strongly, on environmental

Local officials sought to dampen environmental controversiesissues.

or thirdthat arose under CDBG and were less prone to challenge HUD

parties than on matters affecting strategy and program content.

identified in twenty-sevenEqual opportunity issues were

eighteen cases while local jurisdictions wonjurisdictions. HUD won

HUD involvement in thisonly two—in Boston and Denver. Generally,

area centered on fair housing policies and affirmative action plans.

Capsule 3-6. Boston, Massachusetts
Population: 636,725 
Central city
Previous experience: urban renewal, model cities

In HUD's first-year performance-monitoring report, the 
office's equal opportunity division cited "a recent finding by the 
Boston Housing Court of segregation in Boston Housing Authority (BHA) 
housing," and several "well-publicized incidents of harassment of 
public housing tenants and minority individuals in white neighborhoods"

area
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the basis of these findings the area office stated that the 
city should develop programs to rectify the problem of minority access 
to housing and public facilities. When the city omitted such specific 
programmatic guarantees from its second-year CDBG program, the HUD area 
office recommended rejection of Boston's application. HUD headquarters 
in Washington overrode this recommendation and approved the city s

but it required assurances from the city

[14] . On

$32-4 million application, 
that all CDBG money used for BHA activities would be in compliance with

and that projects funded from CDBG or
HUD

court desegregation orders
section 8 sources would meet all civil rights requirements.

intention to begin monitoring the city on a quarterly
also

indicated its 
basis for equal opportunity compliance.

a local affirmative action plan coveringThe development of

facilities, services, employment, and all other benefits provided under

! CDBG was an issue in a number of cities (Cambridge, Cleveland,

Columbia, Durham, Greece, Marlborough, Minneapolis, and Santa Clara).

Typical of the local response was Marlborough, Massachusetts, where an

affirmative action plan was drawn up after HUD commented on its

absence. According to the associate, the plan then "languished in the

desk drawer of the mayor for several months." Eventually the plan was

adopted by the city council and forwarded to state and HUD officials.

Though local officials tended to respond in a perfunctory 

to HUD's request for documentation of an affirmative action plan, 

officials in Greece refused to draw up an affirmative action plan, 

associate notes that "the resolution is still pending and will probably 

be the subject of ongoing HUD scrutiny."

manner

The

14. The court deals with tenant-landlord disputes 
judicial rulings on housing issues.

and makes
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: HUD involvement in several jurisdictions focused on the fair
■

housing portion of the equal opportunity provisions. In Portland,

Maine, the HUD area office instructed city officials to seek technical

assistance from the regional office since the city's performance report

indicated the city had taken no action to further the fair housing

requirements of the law. HUD pressure in Los Angeles County led to the

county board's appointment of a fair housing and equal employment

opportunity officer whose primary responsibility was to monitor civil

rights compliance in those municipalities participating in the CDBG

program through county. In DeKalb County, Georgia, program officials

were "pleased with HUD's concern about the lack of a fair housing

policy as the federal initiative made it possible to bring pressure to

bear on the county board."

In New York City an issue was raised by the Pratt Conference

Coalition, a citywide organization of 150 community groups, which

alleged that two second-year CDBG activities (the Fordham Plaza and the

Housing Rehabilitation Finance Program) would not adequately benefit

blacks and Hispanics. After reviewing the charges HUD ruled that the

two projects did benefit low- and moderate-income people and that a

representative proportion of blacks and other minorities would benefit

from them [15]• The Pratt Conference Coalition also raised objections

Cases resulting from third-party complaints to HUD are
Where such 

ve counted them as

15.
intergovernmental in their resolution though not in origin, 
cases were decided against the complaining party 
"other outcomes" rather than as jurisdiction wins.



106

to environmental review and citizen participation procedures in New 

In these cases, too, HUD sided with the city.

Environmental review cases usually focused, not on the substance

York •

of the environmental impact decisions, but on some aspect of the review 

requires recipient units to "assume all of 

responsibilities for environmental review, decisionmaking, and action" 

[section 104 (h)(1)]. (Under the categorical grants, HUD performed the

theprocess, which

environmental review.) In Plainview, Texas, for example, HUD froze CDBG

funds until the city had completed separate environmental reviews for

several projects the city's community development consultant had

indicated would have a significant environmental impact. The only

jurisdiction win in Charlottesville, where the issue waswas

environmental impact statements for ramps in curbs to improve 

for the handicapped.

access

HUD withdrew its request when the city officials

pointed out that each statement would cost more than the ramp itself

and threatened to take the issue to court.

Citizen participation, discussed in detail in chapter 4, has 

the focus of considerable attention as a CDBG compliance issue, 

case of Columbia,

been

The

South Carolina, is especially interesting; 

a significant expansion of

HUD

pressure there resulted in citizen

participation.
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Columbia. SouthCapsule 3-7« 
Population: 111,616 
Central city

Carolina

Previous experience: urban renewal

In its first-year performance 
Columbia's citizen n,_M . ~m0nitorinS report, HUD criticized
officials charged that and^no 
formal citizen participation plan. A questionnaire had been sent out 
with one of the city s water bills, but HUD contended that this failed 
to reach many low- and moderate-income apartment renters. In the 
second year, Columbia restructured its citizen participation plan to 
include nine neighborhood "brainstorming" sessions, the results of 
which were summarized and passed on to city officials and to a newly 
formed citizen advisory council. A total of five public hearings were 
then held—two by the city and three by the advisory committee—before 
the CDBG application was submitted to HUD.

As with other federal grants, recipients under CDBG must comply 

Davis-Bacon Act, which requires that officially determinedwith the

prevailing wage rates be paid on all construction projects funded under

Of the seven cases reported by the field 

the other is unresolved.

the block grant program [16].

associates, HUD prevailed in six;

Administrative and Technical Issues

Like compliance issues, administrative and technical issues tended 

to be noncontroversial and were usually settled in HUD's favor, 

instance of a jurisdiction victory, the Washington HUD office overruled

inefficient administration of the CDBG

In one

office complaints aboutarea

is the16. The only exception, and it is an important one, 
rehabilitation of housing for fewer than eight families.
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stating that the city s performance wasprogram in St. Louis,

"comparable to other jurisdictions." Administrative issues centered on

(Minneapolis andfinancial recordkeeping systems 

Pulaski County, Illinois), accounting and contracting procedures (East

(Charlottesville),

such matters as

andrecordsofmaintenanceLansing),

letter-of-credit procedures (Alma, Michigan).

The most frequent administrative issue was the rate of spending, a

topic of concern in Washington, where frequent complaints were heard

about the CDBG program's "slow" progress, 

threatened to reduce the city's allocation in future years if spending

In Charlottesville HUD

did not accelerate. Jurisdictions have typically responded to

criticism of their slow spending by indicating that they would take

steps to speed up program implementation.

Technical issues, as classified in our analysis, for the most part

concerned errors of calculation; none were considered to be

controversial. The vast majority were settled in HUD's favor.

CONCLUDING COMMENTS

To restate the findings, overall we found that local governments

prevail more frequently on substantive—strategytended to and

program—issues, whereas HUD assertive and successfulwas more on

procedural and compliance questions. In terms of jurisdictional types,

central cities were more successful than other types of jurisdictions.
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Central cities won in about half of the cases of substantive issues, 

while other types of jurisdictions prevailed on an average only about

On procedural and compliance issues theone-fourth of the time.

pattern is less clear.

Prior categorical grant experience important factor inwas an

disputes between HUD and recipient jurisdictions. Communities with

moderate and high levels of experience were successful about half of

the time on substantive issues, while those with little or no

experience prevailed only 20 percent of the time. On procedural

issues, the more experienced jurisdictions also did better than those

with less experience, but the difference in success rates was smaller.

In sum, the program has resulted in significantCDBG

decentralization of decisionmaking authority from the federal to the

local level, compared to the older-style HUD categorical aid programs.

The overall view among local officials at the end of two years was that

they had more control over community development under the block grant

than they did under the categorical programs. At the same time, there

was a growing belief at the end of the second year that

decentralization was being reduced.

It is difficult to speculate about the future of decentralization

under this block grant for several reasons. One important

consideration is the nature of federal involvement. We found in the

first two years a general tendency for federal officials to insert

themselves more in the local CDBG decisionmaking process as the block
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The necessity for speedy decisionmaking in thegrant program matured.

first year of the program gave way in the second year

deliberative HUD-locality relationship. Also, in the second year

to a slower and

more

HUD became more involved in the CDBG process locally through

performance monitoring and program evaluations—procedures that were

not operative in the first year of the new program.

that willPerhaps the most important factor influence

decentralization under CDBG is the role of the Carter administration.

HUD Secretary Patricia Harris has made it clear that she intends to be

more active in stressing the income group targeting and housing goals

of the CDBG program. New regulations are about to be implemented for

this purpose. In our next report, planned for the later part of 1979, 

we will report on the CDBG program during the third and fourth

it is during this period that the new administratrion came to

program

years;

office..
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Chapter 4

THE DECISION PROCESS

In the preceding chapter we examined the 

This chapter shifts

local decision process—who participates in

external political inputs 

to an analysis of the 

end influences decision—

to CDBG decisionmaking.

making at the community level.

Under the categorical programs the primary line of policy 

often ran vertically between federal bureaucracies established to

control

administer a program nationally and counterpart local agencies created

to carry out the program at the community level. The local specialized

agencies, such as urban renewal authorities, were often semi-autonomous 

and operated with considerable independence of local elected officials.

were often beingThus, important community development activities

only minimal control by those elected officials whocarried out with

Thepresumably were ultimately responsible for local policymaking, 

block grant program, by directing funds to units of general government,

the center of theelected officials atseeks to put local 

decisionmaking process and reduce the control of both federal and local

specialized bureaucracies.

The CDBG program also structures citizen participation into the

The 1974 legislation required publiclocal decisionmaking process, 

hearings and an "adequate opportunity" for citizens to participate in

the development of the application, leaving it to local officials to

determine what was adequate. The 1977 legislation goes further by

requiring recipient communities to submit a written citizen

111
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citizen's role to includeparticipation plan and by expanding the

evaluation as well as the development of theparticipation in program

application.

SUMMARY OF FINDINGS

In the first Brookings report, analysis of the decisionmaking

establishment of the local processes and on theprocess focused on

roles played by various participants. We found that local executives

(chief executives, staff aides, and department officials) were the

dominant actors, with legislators substantially less involved and less

influential. The first-year data also showed that there was more

citizen participation than might have been expected; new citizen

groups, particularly neighborhood groups, were quite active. At the

same time, those who had participated in the model cities program were

less active. Generally, the importance and influence of citizen groups

depended on how seriously such participation was viewed by the local

executive officials who established the decision process. We also

found that citizen influence tended to result in some spreading of 

program benefits to wider areas of a community and to a broader range 

of income groups than had been the case under the categorical programs. 

In this report, covering the second program year, we extend these

lines of inquiry, analyzing the changing relationships and influence 

between executives, legislators, specialists, and citizens. Generally,
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the data show that local decision processes in the second year were not

yet stabilized; there continued to be notable shifts in both the

composition of the participants in CDBG decisionmaking and the relative

influence of those participants. While change was the most prominent

characteristic, local executives continued to dominate many local

decision processes. However, there has been increase inan

participation in the CDBG process by legislators and citizens. In some

communities this has resulted in a more even distribution of influence

among participants. We also found that more of the specialist agencies

set up under the categorical programs had disappeared or declined in

influence.

A second objective of this report is to examine some of the

relationships between the decision process and the decisions made. Do

different decisionmaking processes tend to produce different approaches

Do different processes tend to result into community development?

different patterns of program benefits? The first question is

Generally we found that adiscussed in more detail in chapter 5.

community's basic development approach tended to be influenced more by

the range and severity of that community's problems than by the

However, at the level of programdecisionmaking process as such.

benefits, field analyses continued to show the tendency of citizens and

legislatures to spread program benefits.
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In our analysis of decision processes and participant influence we

the urban counties, many of which must make 

with individual municipalities in order for

special attention togave

cooperative arrangements

In some cases county-levelqualify for CDBG funds* 

officials have little authority over the program, passing through much

the county to

of the money to participating municipalities who decide how to use the

had to negotiateIn other cases county officials have notmoney•

participation of individual municipalities and have been able to

exercise greater control over the program.

DECISIONMAKING SYSTEMS

In this section we compare the role of executives, legislatures,

and citizens in determining the content of the CDBG program in the 

second year. We also include overall data on HUD influence, which 

discussed more fully in the previous chapter.

To measure relative influence in the decisionmaking

"influence points" among five 

groups—the executive (chief executive and his or her staff), the 

legislature, citizens, HUD, and "other" (e.g., specialist officials and

In a supplement to the basic analysis 

(appendix V), we asked the associates to assign the points on the basis 

of their assessment of relative influence "measured by level of impact 

on the content of the second-year CDBG program." We also asked them to

was

process we

asked associates to distribute ten

outside consultants). form
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make retrospective assessments of influence for the first year of the

Associates were provided models of executive-, citizen-.program.

legislature-, and HUD-controlled decisionmaking systems to provide

guidance on how we perceived various "ideal” processes.

It is important to note that the assignment of the points is based

the judgments of relative influence among various sets ofon

participants in the application process. The points are a means of

quantifying the informed judgments of associates—of attaching a value

to their overall assessments of who had influence in the local CDBG

process and ranking the participants within the same decision process.

The influence points are ordinal numbers; they do not tell within a

community, for example, how much more influential a participant with

five points is than a participant with two points. The points also do

not compare the influence of participants in different systems. For

B may each have fiveexample, the executives in communities A and

In communitypoints but this does not mean they have equal influence.

thus sharing influenceA the legislature may also have five points,

with the executive, while in community B the other five points may be

distributed among four other participant groups, leaving the executive

in control of the process. These quantified measures provide a means

of tracking changing patterns of influence longitudinally within

communities. For example, by quantifying relative influence, it is

possible to better judge the importance of citizen participation in the

CDBG program over an extended period of time.

:
1
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into three models on the basis of theWe classified jurisdictions

of the influence points, using the following rules:distribution

had at least five points and at least two more1. Where one actor

defined as a centered or dominatedthe process wasthan any other,

process -

less2. Where two actors had the same number of points but not 

than four each, or where one had five and the other four, the influence

was said to be shared.

Where no actor held more than three points or where one actor3.

points and no other held more than three, the process was 

designated as dispersed, meaning that program influence was relatively

held four

evenly distributed among participants.

It should be noted that the three models do not account for

coalitions among participants. Through coalition-building it is

possible for two or more participants low on the influence scale to

combine their efforts to produce a coalition-dominated process. While

not necessarily a formal coalition, some associates reported that

citizens, working through the local legislature, have been able to

produce a set of allocation decisions different from that proposed by 

the executive. In such cases, the distribution of the influence points 

made by the associate generally falls into the dispersed model.

On the basis of the points assigned by the field associates, 

identified the influence patterns and their frequency, 

table 4-1, centered and dispersed processes

we

As shown in

the two principalwere
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influence patterns found in the second program year, the latter

predominating•

Table 4-1. Types of Decisionmaking Processes among Sixty-One Sample 
Jurisdictions, Based on Influence Points, Years One and Two

Type of process Year one Year two

Centered processes

Executive
Legislative
Citizens
HUD
Other

28 22
2 2
1 1
2 2
2 1

Shared processes

Executive-legislature 
Executive-citizen 
Executive-HUD

52
23
42

2219Dispersed processes

6161Total

Source: Field research data.

than one-third of theExecutive-centered systems were found in more

This executive dominance was also found in thesample jurisdictions.

first year, but the data show that the second-year trend was toward

shared decisionmaking systems with more actorsdispersed ormore

exercising greater influence. Between the first and second year the

number of shared and dispersed processes increased from twenty-six to
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. : .
thirty-three.

The overall change in influence patterns is also

a decline in executive influence in a number of the

seen in table

4-2, which shows

sample jurisdictions.

Number of Jurisdictions with Changed Influence PointsTable 4-2. 
between Years One and Two

r:

Decreased 
influence

Net
change

Increased
influenceParticipant

16 -106Executive;
1/ 3 +1013Legislature

10 6 +4Citizens
■ ■

7 3 +4HUD

Other 2 2 0

Source: Field research data.

Associates reported a total of twenty-two communities with changes in

executive influence points, with sixteen of these showing a decline

from the first year to the second. At the same time the number of

jurisdictions showing a rise in the relative influence of legislatures 

and citizens increased.

In part these second-year changes were the result of 

having more time to develop their decisionmaking procedures, 

first year the pressure of time to complete the application resulted in

communities

In the

=

.*

j

>■
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strongly executive-directed processes. As the program became better

known and as the wide range of permissible activities became more

apparent to other sectors of the community, new actors entered the

process and gained influence. This does not mean, however, that the

decisionmaking processes of the second year have become firmly

entrenched and the distribution of influence has become fixed. The

field associates indicate that the decisionmaking arrangements were

still evolving in the third year; new actors were entering and old

actors leaving the stage. The nature of these changes will be a major

focus of our monitoring research over the next four years.

Executive Dominance

Executives continued to be the most influential participants

relative to legislatures, citizens, HUD, and specialists. In the

second year decision processes in over one-third (twenty-two) of the

In thirty-four ofsample jurisdictions were executive-centered.

sixty-one cases executives had the most relative influence; other

influential than the executive in only tenactors were more

We noted earlier that there tended to be some decreasejurisdictions.

in executive influence between years one and two, but the trend was

influence rather than toward thetoward a wider distribution of

one dominated byreplacement of an executive-centered system with

another set of actors.
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have referred to executive-centered processesUp to this point we 

as though they were a single type.

variety of influence and control arrangements distinguished by

They are not. Within this category

are a

the roles 'played by the chief executive, his or her immediate aides, 

and the departments assigned CDBG policymaking responsibilities.

^ Among the twenty-two executive-centered systems, there were only

the chief executive himself maintained extensive andcases where

continuing control over both policymaking and preparation of the

The two communities were Alma, Michigan, and Plainview,application.

Texas, both small, nonmetropolitan jurisdictions with populations under

20,000. This form of executive control may be related to small

community size and thus the small bureaucracy directing the program.

The type of executive-centered system most frequently found was 

one where the chief executives involved themselves only at strategic 

points in the process, with subordinates having primary responsibility 

for preparation of the application. The subordinates also frequently 

had a policy role—generally to represent the policy preferences of the

chief executive, but sometimes to initiate policy, 

points for chief executive involvement included:

The strategic

(1) determining the 

(2) deciding issues of politicalbroad direction of the program;

(3) breaking deadlocks on issues;consequence.; and (4) presiding over 

Sample jurisdictions where this type of 

were Allegheny County,

Carbondale, Cleveland, Cleveland Heights, Cook County, East

policy committee meetings.

decisionmaking process was found Bangor,

Cambridge,
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Lansing, East Orange, Lakewood, Mount Vernon, Newark, Pittsburgh, San

Jose, and Worcester. This type of process cut across community size

and community type.

To illustrate this type of executive-centered process: In

Cambridge, Massachusetts, the CDBG coordinator was a protege of the

city manager. The associate wrote, "The city manager maintained a low

profile and was not involved in the details of the program planning.

But he kept the process in check by intervening decisively at critical

junctures and maintaining ultimate control." In Lakewood, Colorado, the

city manager maintained primary responsibility for preparation of the

application but reportedly wanted his assistant to coordinate all

The associate stated, "It was the city manager's intent toactivities.

all activities surrounding CDBG rest centrally in his office." Inhave

Mount Vernon, New York, the associate noted, "The mayor's role was very

He appointed the urban renewal director, who briefed him on 

all major policy choices, and then he made the decisions."

strong.

e third type of executive-centered process is where the chief

executive has policy preferences but is seldom involved directly in the 

process. He assigns primary responsibility for application preparation 

icymaking to close subordinates who are familiar with his ownand

to look out for hispolicy preferences and who can be relied upon

Key policy decisions are determined by these individuals,interests.

Threesometimes in conjunction with a high-level policy committee, 

large cities in the sample—New York, Chicago, and Boston—fit this
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of direct chief executive involvement in the CDBGpattern. The absence

These are large citiesis not surprising.process in these cities 

where many demands compete for the chief executive s time.

In Boston the mayor was represented in the CDBG process by the

who worked in close cooperation with the director ofdeputy mayor,

The deputy mayor chaired the Neighborhoodcommunity development.

the official CDBG policymaking body. InDevelopment Committee,

Chicago, the mayor assigned responsibility for CDBG decisionmaking to

the Community Development and Housing Coordinating Committee, under the

co-chairmanship of the commissioner of the Department of Development

and Planning (and also of the Department of Urban Renewal), and the

commissioner of the model cities successor agency. The links between

the generalist mayor and these specialists were both organizational and

political.

In the fourth and final variation on executive-centered systems

observed by associates, there was very low chief executive involvement

and interest, and policymaking was dominated by other executive

Two sample communities—Marlborough, 

Massachusetts, and Columbia, South Carolina—were in this category. In

officials such as planners.

Marlborough the city initially established a CDBG process substantially 

controlled by the head of a new Department of Planning and Community 

In the second program year the city had a new mayor who, 

according to the associate, tended to be more oriented toward political 

than policy matters.

Development.

The planning office continued to dominate the
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major policy decisions although there growing legislativewas

involvement in the program. In the case of Columbia, reduced executive

involvement in the second-year CDBG process was politically strategic. 

The associate stated that the city manager's role "diminished in the

second year, because of potential conflict with HUD which would put him

in a bad light with the city council. Thus, the community development

unit was encouraged to take positive initiative in priority setting.

allowed the city manager to see which way the wind blew, so heThis

could come up on the winning side."

Increasing Legislative Influence

While the role of most legislatures remained the same, more than

20 percent (13) of the legislatures in our sample increased their

involvement in the CDBG decision process; only three were less

involved.

among the sampleIn each year we found only two cases

jurisdictions where legislatures dominated the decision process: Los

Angeles County and Phoenix in the first year, and Los Angeles County

and Harris County in the second.

Capsule 4-1. Los Angeles County, California

Los Angeles County government consists of five supervisors elected 
by district who
management and administrative function of the county is assigned to the 
county administrative officer.

the executive and legislative body. Theserve as
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In the first year of the CDBG program, the five supervisors made a 
retain much of the model cities program and to divide the 

the five districts on the basis of povertydecision to
remaining CDBG dollars among 
levels. In the second year, board members considered a few countywide 
programs, as well as programs for their districts. These were summer 
youth and housing activities. However, the major distributions 
continued to be for their districts.

cases in which theThere was a small increase in the number of

legislative body shared control with the executive. In the second

year, there were five shared executive-legislative processes compared

The five were El Monte, Los Angeles,with two in the first year.

Phoenix, Rochester, and Santa Clara.

The more general pattern was for legislative councils to increase

their involvement and influence in the CDBG process but not to the

point of dominating it or sharing control over it. In some cases the

enough to shift the jurisdiction from theincrease was

executive-centered to the dispersed process category.

Associates reported in some cases that the quantitative influence

of the legislature was the same but the qualitative role had

diminished. The associate for Pittsburgh, for example, reported that 

in the second year the CDBG program seemed to lack the intensity of

council interest evident during the first year. This qualitative

difference was due to three factors: (1) the presence of newly elected 

were less interested in the 

(2) the deescalation of conflict" between the mayor and

and (3) the general citizen

council members who knew less about and

CDBG program;

council over the direction of the program;
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satisfaction or indifference with the CDBG projects undertaken by the

city.

The overall increase in legislative influence came as councils

involved themselves more frequently and actively in various procedural

(1) consideration of the draft application, (2) holding publicstages:

hearings, (3) meeting individually with constituents, and (4) giving

approval to the application before sending it to regional and state

bodies for review.

Associates reported that councils also took active and important

In some cases this policy activity centered on spreadingpolicy roles.

CDBG funds to council or supervisor districts. In these jurisdictions

the result was a spreading of funds for small capital improvements or

Citing the large role of the Denver city councilsocial services.

during the second year the associate commented, "Participation by

council members came at the district meetings where proposals for new

Members of the council worked for projects inprojects were set forth.

their districts which would benefit a portion of their constituency."

working on behalf of key constituenciesIn East Lansing, Michigan,

meant pushing funding of social service activities, a day care center,

These social service agencies had strongand drug education centers•

council.claims for political support and pressed their demands on the

that HUD would disallow such projects, theDespite clear indications

In East Orange, New Jersey,city council pushed for their inclusion.

the CDBG program and itsthis kind of legislative attitude toward
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implications were summarized this way:

Council members view the block grant as highly flexible money 
that can be used to 
individual constituencies. 
demands
These continue throughout the year; 
midstream and 
free Tnonev.

fund pet projects and satisfy their 
There is a constant stream of

from them to change the budget to meet their demands.
programs are added in 

then staff has to shuffle the budget around to

Legislative policy involvement sometimes took the form of council 

pressure to guide the program along certain lines. In Newark, New

Jersey, for example, as a result of possible lay-offs of teachers,

and firemen in Newark, the council president demanded that thepolice,

CDBG budget be revised to provide for the hiring of thirty-five

policemen who had been laid off because of the city's fiscal crisis.

The mayor balked, saying he had been told by HUD that to use CDBG money

to rehire former public employees would be "in serious violation" of

federal laws and might jeopardize the HUD grant to the city. The

council persisted and eventually asked HUD officials in Newark if 

policemen could be hired from the grant, 

discussions and on the basis of similar problems in other cities, the 

HUD area representative said that police salaries could be paid if the 

services were related to development in target 

allocated approximately $837,000 for this

After some extended

areas. The council then

purpose.

While we found that the increased legislative role 

attributable to greater

was generally

of and familiarity with the CDBGawareness

program, increased involvement was sometimes the

Allegheny County illustrates the impact elections can have on

result of electoral

changes.



the level of legislative involvement.

Capsule 4-2. Allegheny County, Pennsylvania

Two of the three county commissioners wei^ defeated * in November 
1975 and their replacements took office^ in January 1976. The new 
commissioners took an active role in determining second-year programs 
and projects. According to one key official close to the planning 
process, just before the county's application was submitted to HUD, the 
two new commissioners made the following changes: (1) included a 
municipal recreation and improvement program, (2) eliminated a 
winterization program, and (3) eliminated the homeowners, fine arts and 
counseling service programs. These changes, especially the first, 
represented a significant alteration of the CDBG plan prepared by the 
staff and adopted by the Planning Commission. "The active role of the 
new commissioners seems a function of a different style of political 
leadership, with the new county commissioners anxious to solidify their 
relations with municipal officials."

Thus, overall, we found greater legislative involvement in the

CDBG process in the second year, but in few places did this mean

displacement of another dominant role player. For the most part the 

greater legislative role meant a more dispersed decisionmaking process

On policy matters legislators in some jurisdictionsin some cities.

sought to use the CDBG program as a means of spreading benefits. They

Our data do not directly relate spreadingfrequently succeeded.

effects to the type of decision process but the field analyses clearly 

suggest that legislators and citizen groups (discussed below) were the 

two sets of actors most likely to favor spreading program benefits.
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The Specialists* Role

In the first year associates found that specialists had a 

in CDBG policymaking than under the categorical grants. By

smaller

role

semiautonomous local agencies withspecialists we mean officials of

urban renewal agencies.responsibilities, suchfunctional as

Specialist agencies also include line departments of local government

with responsibility for a specific program area. The latter includes

model cities. In the second year the specialist agencies continued to

decline in both numbers and influence. As in the first year, this

bureaucratic effect of the block grant was felt more by model cities

The single case of "other" dominationthan by urban renewal agencies.

(table 4-1) in the second year is Hennepin County, Minnesota, where
i

of the CDBG is passed through to participatingmost money

municipalities which, as municipalities, dominate the process (see

below in this chapter).

In the first year we reported that, of twenty-five jurisdictions 

cities agencies had been in existence before the CDBGwhere model

program, only fourteen continued to operate as such. By the second

year, only five of these fourteen continued as specialist agencies.

This sharp decline in the number and influence of model cities

bureaucracies parallels the decline in model cities social service

activities continued under the CDBG (Social services fundedprogram.

by CDBG are discussed more fully in chapter 5.) In terms of the

decisionmaking process, the rapid disappearance of model cities
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agencies has meant the loss of an institutionalized bureaucracy

representing primarily low- and moderate-income groups. Some argue

that in a competitive, open process, the lower income groups are at a

disadvantage as compared to higher income groups which also seek

benefits from the CDBG program. Thus the lower income groups need to

be formally structured into the CDBG process.

In the case of urban renewal agencies, of the twenty-seven that

continued to operate in the first year, twenty-three were still

operating by the end of the second. While the phase out of model

cities programs often left the model cities staffs with few if any

programs to administer, some urban renewal programs were restructured

into regular city departments and continued to operate with full or

only lightly reduced complements of personnel.

What kind of role are the specialists playing in the CDBG decision

process?

In some communities they are undergoing bureaucratic isolation and

This appears to be the case in Charlottesville,declining influence.

which hadVirginia, where the Redevelopment and Housing Authority,

the city's public housing programs since the sixties, wasadministered

Similarly, in Marlborough, Massachusetts,given no role under CDBG.

the redevelopment authority continued to exist but was purposely left

out of the CDBG process.
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CDBGSome specialist agencies continued to administer 

separately but policy decisions were made by generalist officials. For

the Redevelopment Commission

successful bid to implement the rehabilitation program that

programs

North Carolina,example, in Durham,

managed a

constituted over one-half of the proposed local CDBG program. In

addition, the Redevelopment Commission gained control over that portion

of the community development budget designated for urban renewal type

As a result it ended up with primary responsibility foractivities.

But, the associate stated,spending over 60 percent of the CDBG funds.

"It did not play a substantial role in the preparation of the plan that

decided how these funds would be spent." Similarly in Newark, New

Jersey, the planning function shifted from the Newark Housing Authority

(the city redevelopment agency under urban renewal) to city hall,

although the redevelopment agency was given substantial funding. 

According to the associate, "The shift of the planning function from

the NHA to another planning group is a major occurrence in the Newark

redevelopment experience."

In some cases the staff of former specialist agencies 

absorbed into a generalist department.

has been

This absorption process is an 

The disappearance of specialist 

agencies does not necessarily mean the loss of specialist skills to the

important aspect of decentralization.

communities. Frequently, persons with these skills are shifted over to 

this shift brings a change in bureaucratic 

By moving into a generalist agency the

the CDBG program, but

accountability. staff is now
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more subject to local control than was the case under the categorical 

grants, where the lines of authority tended to run vertically between 

the specialized local agency and its federal counterpart.

In the first year we noted that specialist staffs that were merged

into the general government sometimes had more influence under CDBG

than those specialist agencies retaining their independence. The role

influence of these staff members are difficult to assess.and

Generally, where CDBG positions were staffed from the personnel of

former specialist bodies, these specialists had opportunities to

influence the program. These opportunities were constrained when chief

executives, their immediate subordinates, or other influential

participants sought to shape the program. Bangor, Maine, illustrates

the continuing influence of some specialists absorbed into the CDBG

process.

Capsule 4-3. Bangor, Maine

CDBG brought the near absorption of the Urban Renewal Authority by 
the city's newly formed community development department. In the first 
year, two urban renewal officials joined the community development 
staff and in addition the urban renewal director worked closely with 
the community development director on relocation problems, spending 
perhaps two-thirds of
After two years of CDBG, the CDBG program remains in 
specialists.
community development department has drawn its professionals from other 
functional departments in the city, 
development director and one other staff member came 
code enforcement office.

this time on community development projects.
the hands of

staff, theIn addition to recruiting urban renewal

For example, the community 
from the city's

1977 the urban renewal staff wasBy June
fully absorbed into the community development department and its 
was working in the fiscal area of the community development department.

staff
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of the CDBGIn summary, it can be said that the first two years

have resulted in a significant shift in control over communityprogram

development from local specialists to local executive and legislative

shift of power is a reflection of the downward shift

1 :

officials. This

the local level. The specialistsin authority from the federal to 

gained their positions through the categorical programs; when these 

ended it followed that specialist dominance would decline or disappear.

the emergence of executive and/or legislativeIn some cases,

a matter of gaining control from specialistdominance was not

officials. Ten sample communities had little or no prior experience

with the categorical programs and thus no institutionalized specialists

to displace; it was simply a matter of the generalist officials

establishing a decisionmaking process under their control.

Citizen Participation

In the second year field associates for ten jurisdictions reported

increased levels of citizen influence between years one and two; in

six jurisdictions influence declined.

There were no cases where a gain in citizen influence meant the

emergence in the second year of a citizen-dominated process, nor did

any of the declines mean the end of such a process. Like the gains in

legislative influence, the increases in citizen influence tended to

produce a more dispersed distribution of influence. Among the sample 

jurisdictions, Minneapolis was the only one with a citizen-centered

decisionmaking process in the first two program years. In the third
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year that situation changed and citizen influence decreased.

Capsule 4-4. Minneapolis, Minnesota

In the first year, the mayor of Minneapolis indicated his support 
for a strong citizen role in the CDBG program, stating, "A new kind of 
city government organization is required to provide for considerably 
more participation by people who live and work in those neighborhoods 
that are directly affected." To that end a partly elected, partly 
appointed citizens' advisory committee was formed and given primary 
authority for CDBG allocation decisions. In both the first and second 
years, the citizens' advisory committee met frequently to prepare a 
draft program. City staff provided technical assistance and the city 
council had to approve the program, but the content of the application 
was citizen determined.

In the third year there was a major drop in citizen influence as 
the mayor and council became more assertive. The council set CDBG 
goals and priorities, specifying what percentage of block grant funds 
would be allocated to which particular program areas. The citizens' 
advisory committee then set to work in much the same manner as before. 
However, because of a growing sense of fiscal pressure and concern over 
the direction of the program, the mayor and council integrated CDBG and 
capital
application recommended by the citizens' advisory committee. The mayor 
and council allocated 3.3 million in CDBG funds for capital projects 
that, in the associate's words, "would have been funded elsewhere in 
other years."

budget decisions and made a major change in the CDBG

More typical of the changes occurring in citizen participation is

Orange County, California, where the associate reported, "Citizens in 

the community as a whole and in target areas had become much more aware 

of the possibilities by the second year—a leap forward in the 

knowledge and activity of citizens had taken place." In Seattle,

Washington, an executive-dominated first-year process gave way to a

citizens gained additionaldispersed process in the second year as

Individual citizens and citizen groups were better preparedinfluence.



134

and were morein the second year to support their projects with data 

sophisticated about the objectives and

They were also more familiar with the decisionmaking process*

What caused this increased citizen involvement and influence?

found a positive relationship between citizen

local officials viewed

limits of the CDBG program.

In

the first year, we

participation and the seriousness with which

In 80 percent of the jurisdictions officials weresuch participation.

reported as taking citizen participation requirements seriously, 

the second year the results indicated that local officials were taking

In

In Rochester, New York, forcitizen participation even more seriously.

example, the associate noted that city officials increased the number

of scheduled neighborhood meetings and added a television program to

encourage citizen input before and after preparation of the preliminary

draft of the CDBG application. In Denver the associate reported the

effects of local officials' attitudes this way:

The community development staff and officials regarded citizen 
participation as the most important part of the CDBG application 
process. Projects on the final application were almost 
identical to those submitted by the mayor's advisory council 
which is made up of city staff and citizens. The staff did

The second year yielded 
primarily because of the 

experience gained in the first year and because of efforts to 
assure greater participation.

not
dominate the application process, 
greater citizen participation

There were other reasons for the greater citizen involvement in

the second year. In some cases pressure from citizens for more

involvement resulted in new approaches, 

citizen participation that were deferred in the first year because of

In other cases decisions on

=
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the tight schedule were made in the second.

In Cambridge, Massachusetts, increased citizen influence came as

the result of citizens' demands for a bigger role in decisionmaking.

According to the associate,

The changes in citizen participation resulted in part from the 
dissatisfaction of organized Cambridge groups with the 
first-year block grant allocations, particularly the heavy 
emphasis on streets and sidewalks. Many of these groups felt 
undercut and excluded by the first-year process. By the end of 
the first year, they realized that block grants were "where the 
action is." In turn, the city manager recognized the need to 
develop a more credible program to satisfy key constituencies. 
The broader representation on the second-year citizens' advisory 
committee for Cambridge, the committee's mandate to review all 
proposals, and its votes on detailed Issues—including the level 
of funding for specific projects—constituted significant 
departures from the first year.

In some cases the program permitted local officials to shape

citizen participation to fit their own objectives and preferences. In

San Jose, California, the associate reported that "city hall wanted to

get control over federal programs from program specialists and used

citizen participation as a strategy for building citizen support for

that goal."

While we found an important link between the attitudes of local

officials and the extent of citizen involvement, in some cases public

officialthat no amount ofapathy was apparently so extensive

Of Bangor, Maine,encouragement could arouse citizens to participate.

"Despite the efforts of localfor example, the associate wrote,

officials to solicit citizen views through well-publicized public 

hearings and neighborhood meetings, citizen response was minimal."
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The adoption of specificCitizen Participation Mechanisms.

the first year tended to becitizen participation procedures in

Second-year field datanoncontroversial—an administrative matter.

Fifty-two of theshow that these decisions remained largely unchanged.

sixty-one jurisdictions stayed with the citizen participation approach 

they had adopted in the first year. Among those that changed, Atlanta,

Georgia, chose a simpler mechanism while five other communities chose a

more elaborate mechanism, creating a citizens' advisory committee

(CAC). This brought the total number in our sample with such formal

mechanisms to thirty-six (60 percent). The major characteristics of

these citizens' advisory committees—their composition, how members are

selected, and their role in the application process—are shown in table

4-3. As shown in the table, the formal CAC's were primarily appointive 

bodies with members chosen by executive officials (either the chief

executive or officials of executive departments).
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Citizens' advisory committees were found more frequently in

non-central city jurisdictions, as shown in the table below. The low

percentage of urban counties with CAC's is partly attributable to the

two-layer nature of these jurisdictions (discussed later in the

chapter). In some of these counties, there was no CAC at the county

level but individual communities within the county had their own

citizen participation arrangements.

Number 
in sample

Type of 
jurisdiction

Percent 
with CAC

789Nonmetropolitan

6712Satellite cities

57Central cities 30

40Urban counties 10

/
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Among the important issues regarding the CAC's is 

representation of low- and moderate-income groups, the 

intended principal beneficiaries of the CDBG program. A major concern

grant consolidation was the potential loss of 

representation of lower income groups in the decisionmaking process. 

This was of particular concern to supporters of the model cities

Representation.

the extent of

of those opposed to

program which had structured lower-income representation into local

decisionmaking.

Based on information provided by the field associates we grouped

the sample jurisdictions with CAC's on the basis of their percentage of

representatives from low- and moderate-income areas. The following

table is based on the thirty-two jurisdictions from which data were

available.

Percent of low- and moderate- 
income representation on CAC

Number of 
jurisdictions

0 to 25 15

25 to 50 11

50 to 75 3

75 to 100 3

We found that low- and moderate-income representation tended to be 

higher where the CAC's
=

specifically 

In those jurisdictions where the CAC'

called for neighborhood

representation. s were composed

<S

-4; •
m i d I
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of representatives of communitywide organizations, the number of low-

and moderate-income members tended to be lower.

Percent
low- and moderate- 
income members on CAC

Type of
representation

Number of 
jurisdictions

Communitywide 15 12

Communitywide and 
neighborhood 9 41

Neighborhood 8 57

Neighborhood Group Participation. Neighborhood groups were well

established in the first year as the most prominent and influential

vehicle for citizen involvement in the CDBG decisionmaking process.

They continued to predominate in the second year and in some cases

received a boost as more local officials identified and planned

strategies calling for targeting of benefits to specified geographical

Some of the second-year increase in neighborhood participationareas.

was related to the rush surrounding the first-year application process.

In Rochester, New York, for example, there was a small increase in the

number of target area neighborhood organizations that participated in

the second-year CDBG process. These groups, not sufficiently organized

to participate in the first year, made proposals in the second. In

other jurisdictions, associates noted that neighborhood involvement was

a distinct and growing trend linked to specific project demands. In
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Denver, groups formed to work for particular projects, such as a

During the first year this occurred in only three 

districts; in the second such groups presented specific proposals in

community center.

six of eleven districts.

Overwhelmingly, associates reported that neighborhood 

continued to be the most influential as well as the most active citizen 

The associate in Pittsburgh, for example, reported that,

groups

participants.

the various types of citizen groups, the most active by far in 

of the number participating in the public hearing process

These groups, which constituted

among

wereterms

formed in neighborhood areas .groups

nearly 75 percent of those participating, 

articulating their needs and concerns, 

working relationships with the community planner assigned to

were also effective in

The groups had developed good

their

!: neighborhoods before the CDBG program. This gave them an additional

path of access to the decisionmaking process in their jurisdiction. In

Phoenix the associate made the following evaluation:

Citizen participation did play a part in the council's 
planning,

CDBG
particularly in their decision to stay in the second 

year in the controversial site of the neighborhood development 
program established under the categorical grants. At a series of 
city-spons°red meetings residents expressed cynicism, alienation, 
an general distrust, using language reminiscent of "urban renewal 
horror stories." “They were older blacks, not young radicals, yet 

at the project was no longer feasible.

very distrustful.
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sometimes due to their 

the associate for St. Louis, "The really

The influence of neighborhood groups was

preparedness.

valid proposals came from neighborhood groups who have a surprising

According to

amount of expertise these days. In fact, the best chance an alderman

had of getting a proposal funded was to have the backing of a

neighborhood organization."

In some cases neighborhood influence resulted in a spreading of

program benefits to satisfy the variety of neighborhoods represented.

In Cambridge, Massachusetts, for example, the inclusion of more

neighborhood representatives on the CAC resulted in increased

competition for CDBG funds and more geographic spreading of projects. 

"The addition of some sixty neighborhood representatives introduced a 

much stronger element of neighborhood competition, 

raised demands for open-space and neighborhood facilities. These 

pressures in turn led to a greater geographic dispersion of CDBG

spreading of benefits took the 

This enabled the city to

Each neighborhood

funds." In Worcester, Massachusetts, 

form of small parks and recreation projects, 

satisfy a wide demand for neighborhood projects while committing only a

North Carolina,In Durham, 

for spreading, particularly among
small share of funds to such spreading.

there was also considerable pressure

the lower-income neighborhoods.
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Durham, North CarolinaCapsule 4-5 •

The dispersal of community development activities 
clearly reflected neighborhood demands for 
typically for recreation and other facility improvements, 
one case, a neighborhood lobbied successfully to have itself included 
as a target area over the objections of city officials, who argued that 
the neighborhood was scheduled to be cleared for a leg of the 
interstate highway system. Several other neighborhoods had also laid 
claim to particular facilities such as tennis courts. Almost without 
exception these were low- and moderate-income neighborhoods. 
middle class was not mobilized to claim CDBG money for itself.

in Durham 
a share of CDBG funds, 

In at least

The

In some cases neighborhood participation was synonymous with

minority representation. Some jurisdictions took steps to promote

minority participation. In Miami, Florida, for example, the associate 

reported, "CDBG gave Spanish-speaking persons direct access to both 

city and county (Dade) officials. In the first year, because of their 

association with Dade County in past categorical programs, blacks 

worked directly with the county and only indirectly with the city, 

blacks and Spanish-speaking persons are directing their influence to 

both local governments." In Boston the city held meetings in the second 

year for Spanish-speaking groups serving the Hispanic community, 

groups made gains in the second year of

Now

These

at least five new social

service programs, but social service programs benefiting blacks in the

old model cities area were cut and no special efforts were made on

their behalf.
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Houston is a case where the influences of

neighborhood-based

minority influence,
lower-incomestructures, representation,

andpressures for spreading are clearly seen.

Capsule 4-6. Houston, Texas

The Houston Residents'

Based on a concept of "sub-area" 
be composed of elected commissioners, with two 
sub-area, depending on its population size.

program, 
was torepresentation, the commission

to three elected per 
The sub-areas represented 

of the city that had been designated as 
potential target areas during the first-year planning process, in 
general conformance with census tract profiles for 
moderate-income areas; sub-area boundaries conformed as closely as 
possible to generally understood neighborhood constellations. As a 
result the commission represented the low- and moderate-income parts of

included those portions

low- and

Houston, rather than the city as a whole. Commissioners were elected
Moses Leroy, a respected leader of Houston's blackby popular vote, 

community who had headed the model cities residents' commission and had 
formulated the new commission's structure, became its chairman, 
members of the earlier citizens' task force appointed during the first 

of whom represented citywide public interest groups, the
for their

Unlike

year, most
resident commissioners from sub-areas were vocal advocates 
particular constituencies and often aggressive in initiating proposals 
for activities in their particular neighborhoods and sub-areas. As a 
result the second-year CDBG planning process was much more turf 
oriented" than the first year's, and reflected grass roots priorities

And the second-year CDBG program became a moreto a greater extent, 
loosely strung collection of projects which would have visible effects 
in a large number of sub-areas of the city, rather than a well-honed 
strategy toward carefully defined city goals.

The primary activities of the citizens' 

advisory committees were to: (1) hold hearings to solicit proposals, 

(2) review citizen proposals and establish priorities, and (3)

Rolesand Influence.

subsequently review the CDBG application. In only a very few cases



I

146

Theirwere CAC's involved in actually drafting the CDBG application, 

primary function was generally to provide information and advice about

Nevertheless, some were morepolicy, but not to determine it.

Some were given substantial influence, others

established because

influential than others.

were largely "window dressing." Still others were 

local officials perceived this to be the only way 

be solicited due to apathy toward the program or government generally. 

The following capsules on Cambridge and DeKalb County show the

citizens' views could

influence such formalized bodies can have.

Cambridge, MassachusettsCapsule 4-7.

An elaborate process for citizen participation was established for 
the second-year CDBG program in Cambridge. A ninety-member Block Grant 
Advisory Committee was formed by invitation from the city manager, 
consisting of sixty neighborhood representatives and thirty city and 
community agency representatives. This group held eight lengthy 
sessions between October and the end of February, with technical 
assistance provided by the city's community development staff, to 
review and rank proposed block grant programs. Proposals were 
initially drawn from a series of twenty-four neighborhood meetings 
organized around local comprehensive planning teams- 
residents were ultimately involved in one or more block grant meeting.

After publishing a comprehensive list of proposed funding 
requests, the committee held a series of formal voting sessions—first 
to determine allocations for general program categories and then to 
rank projects within each

The advisory committee' 
city manager, 
discussed further with the 
to the city council 
parties, with the city

400Over

category.
s recommendations were presented to the 

responded with his own proposals which were 
committee.

who then
The draft application submitted 

a Pr°duct of discussions between the two 
manager making the final decisions.

was thus
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Capsule 4-8. DeKalb County, Georgia

In DeKalb County, the citizens' advisory committee was viewed by 
officials as an important means of securing community support. The 
associate concluded, "The CAC provided the political leverage on the 
commission that insured that the CDBG plan—a rather liberal 
undertaking for DeKalb—was accepted." During the second year, the 
committee continued to have an important policy role. Both staff and
committee members agreed on the importance of establishing clearly 
defined needs and priorities.
Commission might have preferred to allocate resources on a strict

The committee, however, would have no part of" this

Some members of the DeKalb County

patronage basis.
approach and insisted on allocating the money according to need. 
Moreover the committee was firm in its position that it would support 
the preferences of neighborhood residents as against staff or the 
county commission itself, if it came to that. The committee's views 
prevailed, although there was some concern expressed by the commission
as to whether the committee adequately reflected the views of the 
target areas.

The case of Harris County, on the other hand, shows that even the

elaborate CAC structure was not necessarily indicative ofmost

substantive or influential citizen activity.

Capsule 4-9. Harris County, Texas

In late 1975 during the implementation of the first-year CDBG 
program, a citizen participation task force was formed in Harris County 
for the purpose of assisting in the development of the 
application.
of names to the Community Development Agency and forty-five persons

A core of from five to thirteen people 
The task force was divided into

second-year
Each member of the Commissioner's Court submitted a list

were asked to participate, 
formed an ongoing citizen task force, 
four subcommittees, generally operating under the director of community 
development. The community involvement subcommittee was responsible 
for holding citizen meetings in nine target communities to ascertain 
the needs of these communities• Subsequently the project selection 

determined those projects that would best satisfy thesubcommittee
expressed needs and developed a priority listing of projects for each 

The application subcommittee was responsible for checking the
An advisory subcommittee

area.
project list against federal guidelines.



148

provided advice on general direction.
However, tbe presence of the citizen task 

on the CDBG program. 1 *
force has not had a

The initial choice of targetsubstantial effect
—a crucial decision—was largely made by the commissioners and

The expression of citizen concerns at
areas
the Housing Authority Board, 
meetings in selected target neighborhoods and their filtering up 
through the various task force committees provided only the starting 
menu of program alternatives at the community level from which members 
of the Commissioner's Court and the Housing Authority Board made their 

In general, they could veto those they objected to, 
accord high priority to favored projects or to programs in favored 
constituent areas, and add other program components which had not been 
suggested in the target neighborhoods. As a result, informal access to 
a commissioner was a more effective way of influencing CDBG outcomes 
than participation in the cumbersome task force process, which served 
only as a channel of communication between the communities and the 
Community Development Agency and Commissioner's Court.

own decisions.

For Auburn, Maine, the associate reported, "The citizens' advisory

committee had two formal meetings which were rather poorly attended by

its members. On one of the two occasions only two of eleven members

showed up. After each of these meetings public hearings were held—but

the public was virtually nonexistent." In Greece, New York, the 

second-year citizen participation process differed procedurally from 

that of the first year. In addition to two public hearings, a 

advisory committee was established in order to expand the

The committee membership overlapped 

with that of the town's planning, zoning, and drainage committees. At 

HUD's suggestion monthly meetings were opened to the public, 

the meetings were very rarely attended by nonmembers. The CAC's role

citizens'

solicitation of citizen views.

However,

was essentially reactive; agendas were mostly 

Thus in Greece the citizens' advisory committee

status reports on

first-year projects.



149

fulfilled the citizen participation requirement, but the committee had 

little substantive influence on the second-year program.

An important aspect of the approach local governments took to

citizen participation involves the number of stages in the application 

process at which opportunities for participation were provided. In the 

first year we identified three such stages: (1) prior to preparation 

of a draft application, (2) during the drafting process, and (3) in

connection with consideration by the local legislature. In the second

year timing-of-involvement patterns remained largely the same as in the

first year. A few jurisdictions provided opportunities at only one

point in the process; many others provided participation at two

points; and, others at all three points. Among those jurisdictions

that changed their structural arrangements in the second year, we found

pattern of increasing opportunities at more points in the process.no

More elaborate structures did not appear to increase the number of

phases at which participation was provided for. The primary pattern

was that of participation before and after, but not during the drafting

phase itself. There are implications for citizen influence in this

finding. We found that when citizens were able to participate on an

ongoing basis, especially during the critical drafting process, they

were often more influential than might otherwise be expected. When

participation consisted of making suggestions before the draft was

prepared and/or commenting later on the finished product, the citizen

According to the associates, this advisoryrole tended to be advisory.
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local officials. Thecapacity was a preference expressed by many 

comment of the associate for St. Louis County is typical. "The citizen

participation component was taken seriously by local officials and the 

citizens' advisory committee went through all the necessary motions,

The buck stops at the supervisor'sbut advisory is the watchword.

and he and his staff—especially the community developmentoffice

staff—had the last word."

Informal Procedures. We continued to follow the efforts of local

to promote citizen participation beyond structuralgovernments

arrangements. Overall, these less-structured opportunities for citizen

participation increased.

The trend was toward more efforts to enhance citizen participation

by providing technical assistance and informal contacts between elected

officials, staff, and citizens. Informal contacts with the local

legislature sometimes proved to be an effective avenue for citizens to

influence the contents of the CDBG program. For Los Angeles County the 

associate reported, "The citizen participation process did not generate

much excitement. Turnout at the meetings was usually small, even

though the county mailed out notices. The real citizen input came in

an informal way—directly to the supervisor's office." In Cleveland the

associate reported that citizens and citizen groups seemed to realize 

that the formal citizen participation mechanism had limited potential 

Rather, the indirect, informal channels of communicationfor impact.

between the CDBG staff and city council members were used to greater
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advantage in the second year. It was through these indirect and

informal channels that sixteen community, social, and public service

were funded, target areas were expanded, and the localgroups

development corporation was supported with CDBG funds. Technical

assistance designed both to educate citizens about the CDBG program and

to help them prepare their proposals also increased. In Pittsburgh,

ten workshops were held around the city in order to provide citizens

and organizations with technical information on project requirements as

well as to assist them in preparing testimony for the public hearings.

Summary on Citizen Participation. To summarize, we found that the

citizen participation process in the second year was characterized by

local officials were moresome increases across all dimensions:

disposed toward the requirement; there were more elaborate mechanisms

and more technical assistance as well as informal staff and citizen

there was a greater sophistication among participatingcontact;

groups; higher levels of participation and more competition were

apparent, as was increasing citizen influence and often a wider

Nevertheless, citizen influence remaineddistribution of benefits.

well behind that of local executives.

Analyses of associates suggest that the increases in the second 

year may be the natural consequence of "gearing up," rather than part

of a continuing trend toward more and better citizen participation.

Their preliminary assessments for the third year suggest that, while in

reached, insome cases the peak of citizen participation has not been
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it may have passed as programs have become routinized and 

opportunities for nonbureaucratic influence decrease.

citizen influence or stabilization of the

other cases

Thus, increases in

the first two years do not necessarily implycitizen role over

We conclude that the flexibility of the CDBGinfluence in the future.

the attitudes of federal and local officials, andprogram, elections,

structural and representational factors all determine the role and

influence of citizen participation.

DECISIONMAKING IN URBAN COUNTIES

Because the CDBG decisionmaking process in urban counties is

affected by unique factors—primarily the relation between the county

and its member communities—this type of jurisdiction requires special

attention.

The Housing and Community Development Act defines an urban county 

as one which has a population of at least 200,000 excluding its central 

city (or cities), suburban cities with populations of 50,000 or more,

and any other municipalities that choose not to participate, 

purposes of the CDBG program, the "urban county" does not 

entire geographic area of the county or all of its population; 

"residual" entitlement area made up of small suburban communities

Thus, for

include the

it is a

and,

An example is Los Angeles County, which 

excludes twenty-three formula entitlement cities and forty-

in some cases, rural areas.

one smaller
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municipalities that chose not to participate. The CDBG law also

specifies that the urban county must have powers to perform "essential

community development and housing activities."

In its simplest form, then, a county would be eligible to receive

CDBG funds if it were authorized by the state to carry out community

development activities (specifically, urban renewal and publicly

assisted housing) in its unincorporated areas and if the population of

the unincorporated area exceeded 200,000.

If a county is deficient in population, community development

authority, or both, it can become an entitlement area through a more

complex manner—by entering into cooperative agreements with

incorporated municipalities within the county. These agreements permit

the population of the participating municipalities to be counted toward

the 200,000 and may allow the municipality's community development

authority to be shared by the county.

Even where a county has sufficient population in unincorporated

there is an advantage to the county in gaining theareas alone,

participation of municipalities—the county's entitlement amount

Participation can also beincreases as its population increases.

advantageous to the municipality, since the cooperative agreement may

provisions for sharing the county's entitlement funds with theinclude

participating municipalities, which individually might not receive CDBG

assistance.
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in all fourin twenty states,Urban counties currently exist

with California and Pennsylvania having the most,census regions,

The total population of the 75thirteen and eleven respectively, 

qualifying urban counties in the second program year was 61.2 million,

In the firstbut only 27.1 million were counted for CDBG purposes.

year 73 urban counties included 1,875 cooperating municipalities. This

number increased to 2,152 in the second year. The urban counties in

northeast and north central regions have more than three times thethe

number of participating municipalities than their counterparts in the

south and west, where there is more unincorporated territory.

The Brookings sample includes ten urban counties, some in each of

the four census regions. Table 4-4 presents a population profile of

the sample counties, among which are the two largest urban counties in

the country (Cook and Los Angeles counties). Seven of the ten sample

urban counties have populations of more than one million.
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Allocation Systems

indicate that there were twoAnalyses of the field associates

(1) a "pass through"basic allocation patterns among urban counties:

system whereby the urban county acts as a conduit and distributes the

CDBG funds directly to the participating municipalities, who decide how

to spend the money; and (2) a system whereby the urban county retains

the funds and makes the spending decisions itself. The allocation

system may also be a combination of these two. Four of the ten sample

c ountie s —A1le gh eny, Dade, DeKalb, and Harris—retained all CDBG funds

and made project decisions at the county level. The other six sample

counties adopted a combination pass-through and retained-funds system,

with considerable variation in the proportion distributed downward.

The percentage of funds passed through varied as follows:

First year 
(percent)

Second year 
(percent)County

Hennepin, Minnesota 95.0 93.0

Orange, California 65.5 57.5

St. Louis, Missouri 54.4 52.5

King, Washington 47.5 43.2

Cook, Illinois 41.6 98.6

Los Angeles, California 12.7 23.0
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The methods adopted by the six counties passing through funds

differed, though most relied on some type of formula. In Hennepin and

St. Louis counties, the municipal distributions were based on the HUD

national formula (population, poverty, and overcrowded housing), using

local demographics. The participating cities thus become entitlement

communities within the urban county. Los Angeles County made a basic

decision to allocate $30,000 to each of the forty-three participating

municipalities for planning purposes, with the remainder of the CDBG

funds to be spent by the county. This county share was then split five

ways among the five county supervisor districts. The actual dollar

amounts for each district were determined by applying the CDBG formula

to the unincorporated area within that district.

Cook County devised the most elaborate allocation system among the

sample units.

Capsule 4-10. Cook County, Illinois

While adhering to the philosophy of minimal county involvement in 
the first year, Cook County officials nonetheless sought 
systematic method for evaluating individual proposals received 
municipalities and for allocating funds consistent with county

Also, with

some
from

priorities and the national objectives of the CDBG program.
128 participating cities in the second year, the anticipated volume of 
proposals required a system to make review manageable, 
contracted with Real Estate Research Corporation (RERC) to develop such

100 municipalities were 
Next RERC divided

Cook County

Initially mayors from almosta system.
interviewed to identify local needs and problems, 
all projects eligible for CDBG funding into six major categories and 
grouped them in descending order of need, 
officials. Using this method, RERC established a way of assessing the

expressed by localas

importance of the various projects.
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terms of their needs; theRERC next ranked municipalities in 
ratings were based on several elements! housing conditions, community

and administrative capabilities,
base, and environmental

financial 
and

size and maturity, 
income economic

then divided into five different 
CDBG money available to the county, it was 

following percentages:

employment, 
characteristics. 
districts. Of

Cook County was 
the total

theproposed that each district receive 
north—5 west—4 percent;northwest—7 percent;

and south—53 percent. This breakdown directed 
most of the money to the districts that needed it most, although every 
district was assured of getting some funds.

The ranking system worked out by RERC was used to review the 175 
submitted

percent; 
southwest—31 percent;

to the county for funding withmunicipal
second-year CDBG money. Of the projects totaling $35 million requested 
by the municipalities, the county was able to trim the list to 
sixty-six projects within the total allocation of $8,265,000.

proposals

The consequence of this process was that 98.6 percent of the funds 
was passed through to municipalities. The county retained one percent 
for administration and an additional $35,000 for technical assistance.

In the second year Hennepin, King, Orange, and St. Louis counties

showed a small decline in the percent of CDBG funds passed through to

municipalities. However, the increased county share did not

necessarily mean that municipalities received less money than the year 

before, because many county entitlements increased by one-third under

the CDBG phase-in process [1]. In Hennepin County, which passed

through most of its funds, the incentive of the additional phase-in

money increased the number of participating municipalities from 23 to 

29 in the second year (and to 35 in the third year). In St. Louis

1. The law provides that when an 
• allocation exceeds its hold-harmless

entitlement area's formula 
amount, the amount actually 

allocated shall be which ever is greater—its hold-harmless 
one-third of the formula amount in the first year, two-thirds in the 
second year, and the full formula amount in the third

amount or

year.
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County the number of participating municipalities increased from 43 to

60.

Two factors appear to explain the variations in pass-through

municipal participation and community developmentarrangements:

powers•

Municipal Participation. As noted earlier, an urban county needs

a population of 200,000 dr more to qualify for CDBG funds. Of the

ten urban counties in the sample, seven qualified on the basis of

unincorporated population alone, while three counties (Cook, Hennepin,

and Orange) needed population from cooperating municipalities. (All

urban counties in the sample include some population from incorporated

areas, however.) Cook and Hennepin were totally dependent upon their

municipalities, since they had no unincorporated areas with population.

Orange County needed the population of one municipality to qualify,

although others did join.

This produced thedependence municipalities moston

"pro-municipality" arrangements of the urban counties in the sample.

Cook and Orange counties gave participating municipalities substantial 

CDBG funds, with Hennepin going even further. In early negotiations

funds.Hennepin offered to pass through, by formula, 90 percent of its

However, the municipalities wanted 95 percent, stating that the county 

had always charged only 5 percent for overhead on other programs, 

compromise agreement called for the county to receive 5 percent the 

first year, 7 percent the second, 9 percent the third year, and an

The
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amount not to exceed 10 percent thereafter*

The field analyses show that the willingness of municipalities to 

a cooperative agreement depends in part on how they see their 

prospects for getting metropolitan discretionary funds [2] , and in part 

their willingness to comply with the legislative provisions and HUD

equal opportunity and spatial 

deconcentration of low- and moderate-income population.

enter

on

regulations on such things as

A number of associates reported concern among local officials that

the CDBG program would require them to build low-income housing in

their community. Some municipalities were also concerned generally

the possible loss of autonomy to HUD and to the county. Despiteover

such uncertainties and misgivings, by the third program year, only 13.6

percent of the municipalities in urban counties in the sample, with 5.8

percent of the urban county population, had chosen not to join the

urban county.

Community Development Powers. The relationship between the county

and municipalities is also structured by community development powers.

HUD operating instructions state:

Where the county has the authority to undertake essential 
activities within
all units of government to be part of the urban county 
they have expressed in writing to the county and to HUD's area 
office ... their intention to withhold populations from the

a unit of local government HUD will consider
unless

2. Under the 1977 amendments there may be 
communities to join the urban counties.

more incentive for 
With the sharp reduction in 

metropolitan discretionary funds (see chapter 2) and the aggregation of 
these funds at the
their prospects for separate funding diminished.

state level, individual communities may consider
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[That is, where the county has such development 
all municipalities are automatically included unless

county• 
authority, 
they deliberately opt out.]

Where the county does not have the authority to undertake 
essential activities in a unit of local government . . . [it]
must enter into cooperative agreements [3].

Allegheny County is an example of an urban county that has

community development authority and is not required to have cooperative

agreements with its municipalities. All of the county's population is

within incorporated areas and very few municipalities opted out. With

the necessary powers, staff, and experience, the county was able to

assert its authority immediately and did not adopt a pass-through

arrangement. Requests for project proposals were sought from county

municipalities, and citizen groups, but choices were madedepartments,

by the county, to be implemented by the county.

V
Participation and Influence

Within individual jurisdictions the pass-through arrangements

In the five countiesinfluenced the role of county elected officials.

their CDBG funds tothat passed through more than 40 percent of

little or no involvement ofparticipating municipalities, there was

In thosecounty elected officials in the CDBG application process.

a letter fromAssistant Secretary Meeker, quoted in 
R. J. Franco, Los Angeles Deputy Area Director, HUD, to Los Angeles 
County and all cities in the county under

3.

50,000, January 8, 1975.
is also detailed inEligibility

Code of Federal Regulations, title 24, section 570.105.
countiesof urban

Iim
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the CDBG funds, electedcounties which retained all or the bulk of

county officials played a more important role#

One other aspect of the decision processes of urban counties

citizen participation.

that

Generally,should be noted concerns

pass-through counties took a passive view of citizen participation at 

the municipal level. They tended to seek assurances that participation 

requirements were met in the municipalities rather than actively

the concept of countywide citizen participation. Forpromoting

example, Hennepin County required each municipality to hold two public

hearings. Each municipality was free to meet that minimum requirement

or establish a more elaborate process. The county staff had no public

hearing on the application. Cook County required one public hearing at

the municipal level before a proposal could be considered by the 

county's Comnunity Development Advisory Council. The county then held

two hearings on the entire CDBG application which were considered to be

pro forma.

Counties with unincorporated areas and less pass-through money

tended to take a more active part in citizen participation. Community

development officials in St. Louis, Los Angeles, and King counties

organized meetings and worked with community leaders in the target 

areas to solicit project proposals, 

county manager's

In Dade County, members of the 

task force prepared the CDBG application, based in

part on the priorities established by citizens in eighteen target 

established by the county.

areas

Each area elected a chairperson to
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represent the target area residents before the task force. After the

task force prepared the application, the eighteen chairpersons reviewed

it, and it was modified to take into account their objections. The

citizen participation mechanisms in DeKalb and Harris counties, both of

which retained all CDBG funds, were described in capsules earlier in

the chapter.

In summary, the decision processes of urban counties can differ

markedly from those of central and satellite cities. The counties very

often have two-tiered arrangements, and how the tiers are related to

each other in the CDBG program appears to be determined principally by

whether or not the county must include participating municipalities to

Where such participation is necessary, thegain entitlement status.

county itself may have to trade off some of its program control for

Thus the central questionmunicipal cooperation. concerns

accountability: As the entitlement jurisdiction and the recipient of

the CDBG funds, to what extent can an urban county relinquish its

responsibility to nonentitlement municipalities?

SUMMARY COMMENTS

resulted in aDecentralized decisionmaking under CDBG has

diversity of local decision processes which we have categorized as

depending on the relative 

influence of local executives, legislatures, specialists, citizens, and

centered, shared, or dispersed systems,
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the data clearly show theof the program,HUD. After two years

local executive influence, but as the processes evolvepreeminence of

involvement and influence bythe trend is toward systems with more

legislatures and citizens.

In some cases the opportunity under the CDBG program to substitute 

local processes for federally dominated ones has resulted in structural 

innovation at the local level. New bureaucracies and new groups have

take part in CDBG decisionmaking. In other casesbeen formed to

bureaucratic adaptation has prevailed as agencies and groups dominant

under the categorical grants have changed names and sometimes faces but

have continued to play an important role in the decision process; now,

however, they are more accountable to local control. In the case of

urban counties, a lack of prior categorical experience by many of these

jurisdictions has resulted in the establishment of new processes for

decisionmaking. Frequently the process created has given more program

control to participating municipalities than to county officials.

For many communities the CDBG program has contributed

significantly toward opening up community development decisionmaking,

but this has benefited some groups more than others. With the

flexibility of the program, new citizen and neighborhood groups have 

entered the process to compete for program benefits, 

to produce some spreading of benefits to meet the new demands. For

This has tended

those communities that had model cities programs, the influence of

those lower-income constituent groups has generally been weakened as



165
the model cities program has lost 

cities bureaucracies and programs

Finally, it must be stressed that 

are still evolving

its separate identity 

disappear. 

decisionmaking

of participants changes 

Thus, some important 

As the programs continue, will decisionmaking become

and as model
continue to

these processes
as the relative influence 

and as participants enter and leave the process.

questions remain, 

routinized with the process closing up and coming under the domination

of one set of participants? Is the relatively great involvement of

citizens in the early years of the CDBG program a burst of initial

has peaked and will decline, or has citizen influenceenthusiasm that

become an established part of local decisionmaking? What will be the 

HUD policies on local decision processes? These questions 

will be among the major topics for our continuing research.

effect of



Chapter 5

THE USES OF CDBG FUNDS

decisions but alsoDecentralization involves not only who makes

The basic CDBG legislationdecisions that can be made.the kinds of

that exist at therecognizes the diversity of conditions and needs 

local level and permits a variety of responses, 

clearly expressed in the act's objectives.

This approach is

Within the framework of

and a suitable livingdeveloping "viable urban communities • •

principally for persons of low- and moderate-environment . .

income," local officials have considerable flexibility in setting their

own community development priorities. Do the resulting choices reflect

this greater flexibility? Are they the product of a comprehensively

planned effort to shift priorities or are they more the result of a

local political bargaining process?

The evidence, presented in the first part of this chapter, is

sufficiently clear to conclude that local governments have used the

CDBG program's greater flexibility. For the second program year, we

have analyzed the field data according to the major programs funded by

CDBG. This analysis, which is based on our knowledge of the first

program year, gives a fuller picture of the shifting priorities

reflected in the move from categorical to block grants. The clearest

evidence of this shift is the emergence of neighborhood conservation 

programs (housing rehabilitation and related neighborhood improvements) 

as major CDBG activities, coupled with reduced commitments to urban

renewal and social service programs.

166
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In addition to programmatic uses, there is the question of the

fiscal impact of CDBG funds* To what extent have the funds been used

to stimulate new spending by recipient governments as opposed to

substituting for funds that would otherwise have been obtained from

other sources? The last part of the chapter is concerned with this

question and extends the fiscal effects analysis of the first-year

report [1] *

PROGRAM ALLOCATIONS

A wide range of activities—property acquisition, construction of

public facilities, rehabilitation of private homes, housing code

the thirteenenforcement, and social services—are included among

eligible activities listed in section 105(a) of the 1974 act. While

these activities are important for official reporting purposes, their

usefulness is limited for understanding the broader policy choices of

recipient jurisdictions. In the analysis that follow we use five

categories of community development programs:

Housing and neighborhood conservation—allocations for housing1.

rehabilitation and for related public facilities, such as streets and

A neighborhood conservation project does not necessarilyparks.

et al., Block Grants for 
Department of Housing and

1. Richard P. Nathan, Paul R. Dommel, 
Community Development (Washington, D.C.: 
Urban Development, 1977), pp. 510-24.
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include a housing rehabilitation component although it frequently does

12];

2. Planning and general development—allocations for planning, as

capital and operating projects which are intended (1) to 

serve the entire community or (2) to serve a part of the community but

well as for

not part of a multi-project neighborhood development plan 

(e.g., resurfacing a street in a neighborhood where 

development activities are being carried out);

tfhich are

otherno

3. Urban renewal continuation;

4. Social services and facilities—both capital and operating

expenditures related to the provision of social services such as

health, child care, senior citizens, and counseling programs; and

5. Economic development—allocations for new commercial and

industrial development programs.

These categories of activities are not mutually exclusive. For

example, construction of a social service facility or continuation of

an urban renewal project could be part of a neighborhood conservation

strategy.

2. Only those capital improvements indicated by associates to 
have been directed to target neighborhoods for the specific purpose of 
upgrading the area are considered neighborhood conservation 
similar activities for communitywide use or a single activity to serve 
a part of the community are classified as urban renewal continuation or 
general development.

uses;
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Data on program allocations in the sample jurisdictions are

presented in two ways—as unweighted mean percentages and in aggregate

dollar amounts of CDBG funds. The percentage distributions of

aggregate dollar allocations by the sample units are strongly

influenced by the largest sample jurisdictions. Unweighted means, by

contrast, reflect program decisions. To illustrate: Lubbock, Texas,

with a second-year CDBG entitlement of $3 million, allocated 35.5

percent or just over $1 million for urban renewal continuation.

Philadelphia, on the other hand, allocated 7.9 percent of its

block of $60.8second-year million for urban renewalgrant

continuation, an allocation of $4.8 million. The unweighted mean for

two cases is 21.7 percent [(35.5 + 7.9) / 2];the the average for the \

The use of thetwo units in aggregate dollar terms is 9-2 percent.

unweighted mean factors out the skewing effect that Philadelphia's

proportionately larger entitlement amount has when the dollar

allocations for Lubbock and Philadelphia are directly compared.

Second-year program allocations for each of the sample units are

shown in table 5-7 at the end of this chapter. The table lists by

jurisdiction the percentages allocated to the five program Itareas.

also includes data on experience under urban renewal (column 3) and

model cities (column 4) and the percentage of unspent funds at the end

of the first program year (column 2).
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areas__housing and neighborhood conservation andTwo program

planning and general development—were the predominant choices of the

On the basis of unweightedsample jurisdictions in the second year.

two-thirds of all second-year block grant funds weremeans, almost

Neighborhood conservationallocated for these two program areas.

34.1 percent, and general development programs for 31.2accounted for

Comparing different types of jurisdictions, we found thatpercent.

here the twourban counties were an exception to the general rule:

largest categories were general development and urban renewal

continuation (see table 5-1). This difference should not be

overemphasized, however, for the data on neighborhood conservation

activities in urban counties are limited [3] . For central cities and

nonmetropolitan jurisdictions housing and neighborhood conservation
*
allocations were larger than planning and general development programs,

whereas for satellite cities the order was reversed. This pattern is

not surprising; one would expect housing and neighborhood conservation

needs to be related to the age and condition of housing and public

facilities, and according to the 1970 census the average proportion of 

older houses (those built before 1940) was higher in the central cities

3. Since the field associates did not identify target
the housing and neighborhood

only allocations for housing
many urban counties pass through large

neighborhoods in urban counties, 
conservation category includes 
improvements. In addition, 
proportions of their CDBG funds to participating municipalities; 
most cases

in
it was not possible to determine the program uses for such

passed-through funds.
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and 44.3 percentand nonmetropolitan communities in the sample (48*6 

respectively) than in the satellite cities (35.5 percent).

When the program uses of second-year CDBG funds are computed on

(table 5-2), housing andthe basis of actual dollar allocations

and planning and general developmentneighborhood conservation,

again predominate, with spending in the latter category (31.6 

percent) slightly higher proportionately than in the former (30.5

programs

percent).

The greatest difference between calculations based on unweighted

means and on actual dollar allocations is in the category of social

services. On an unweighted means basis, 10.7 percent of all

second-year CDBG funds was allocated for social services, compared with

16.0 percent when computed as a proportion of dollars allocated; the

latter figure reflects the large dollar amounts allocated for social

services by a few large jurisdictions, particularly Chicago,

Philadelphia, and New York.

On an unweighted means basis, urban renewal continuation

allocations (19.3 percent) are higher than social services and

facilities allocations (10.7 percent), reflecting higher proportionate 

urban renewal spending by units with smaller entitlements. We turn now

to a detailed analysis of each program area.
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Housing and Neighborhood Conservation

Fifty-five of the sample jurisdictions—almost 90 percent—

for housing and neighborhood conservation, with moreallocated funds

category going into housingthan half of the money in the

This high participation rate reflects not onlyrehabilitation.

community needs but also the flexibility of the CDBG program, which

becomes apparent when we compare it with experience under the federal

government's 312 program both before and after the inception of CDBG.

established in 1964, provides 3 percent loans toThe 312 program,

property owners for the rehabilitation of residential and commercial

buildings in designated areas. The total amount of loan funds provided

averaged $30 million per year between 1964 and 1972. Originally, this

to be consolidated into CDBG, but instead it was retainedprogram was

separately by the Congress. The Housing and Community Development Act 

of 1977 provided an additional $60 million for the program in fiscal 

1978 and extended it through fiscal 1979.

Only 43 percent of the sample jurisdictions participated in the 

312 program during the years 1968-72, compared with the 88.5 percent 

that allocated CDBG funds for housing rehabilitation in the second

There are several reasons for this:program year. (1) the 312 program

is a loan program whereas many of the locally 

rehabilitation programs include

designed CDBG

a grant to the homeowner; (2) local

officials have developed application procedures for CDBG housing 

rehabilitation programs that involve much less paperwork than is
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required under 312; (3) the
greater flexibility of CDBG has 

housing rehabilitatio

a smaller-scaled and simpler

program a community was required to 

have a "workable program,1 a federal planning requirement,

permitted
local communities to tailor

n to their own ideas
about what is needed (generally 

and (4) to participate in the 312
program);

in order to

urbanparticipate in renewal and several other federal urban

development programs. Some communities, such as Houston, had no

"workable program" and thus were not eligible for 312 assistance.

EThe great variety in the types and features of housing 

rehabilitation programs especially demonstrates the flexibility of the

this subject is discussed in chapter 6 on housing 

Specific activities and their proportions of total 

dollar expenditures for housing and neighborhood conservation

-
i

f
block grant mode;

rehabilitation.

are as

follows:

Percent of total 
allocationsActivity

Housing improvements:

Housing rehabilitation 

Housing services (counseling)

54.5

4.4

Neighborhood improvements:

Public improvements
(streets, sidewalks, sewers, etc.)

Recreation facilities
(parks, playgrounds, etc.)

28.0

13.1

100.0
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allocating funds for housing 

rehabilitation programs.

ommunities

had housing

60 per cent “—had both housing and

of the fifty-five c

conservation
All but one

and neighborhood

Thirty-seven 

related neighborhood improvement activities.

of each jurisdiction's grant,

jurisdictions—over

second-yearViewed as a percentage

housing and neighborhood conservation ranged from over 

California, to 2 percent in Scottsdale,

allocations for

83.3 percent in El Monte,

One-third (eighteen) of the communities making allocations inArizona.

this category made it the central focus of their CDBG plan, allocating

than 50 percent of their grant for this purpose in the secondmore

Housing and neighborhood conservation was popular with all typesyear.

of jurisdictions. Among communities allocating funds for this purpose,

the unweighted mean allocation was 37.3 percent for central cities and 

37.2 percent for satellite cities (see table 5-1). 

nonmetropolitan communities

The figure for

was even higher—47.1

unweighted mean allocation for urban counties

Thepercent.

was a low 8.8 percent, 

but this figure, as noted earlier, is misleading since it is based on

limited data.

Planning and General Development

In contrast to the broader, multi-project

conservation focus of the previous category, the planning and general 

development category includes capital allocations for the

neighborhood

construction

and/or maintenance of streets, sewers, parks, and other public
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i

facilities (1) to serve the entire community, or (2) to carry out a i

single activity of this kind to serve a part of the community. Also !

included are allocations for certain operational purposes, notably

police and security services.

All of the sample jurisdictions except Pulaski County, Illinois (a
!

nonmetropolitan discretionary jurisdiction), allocated some second-year i

funds for planning and general development. As shown in table 5-1, i<
isthis category was second to housing and neighborhood conservation on an

unweighted means basis; in terms of aggregate dollar allocations,

planning and general development was the largest single program
!

Eleven jurisdictions concentrated more than halfcategory (table 5-2).

of their second-year CDBG funds in this program area. None of the

eleven are central cities. i

For the sixty sample jurisdictions that allocated funds for this i
:•
Iprogram category, the proportions of various activities were:
(

i
:
i

if

-
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Percent of total 
allocationsActivity

49.4Planning and management

11.7Police and security services

11.6Acquisition of property

Construction of parks and other 
public facilities 10.0

Construction of streets, sidewalks, 
sewers 7.6

4.5Demolition and clearance

1.2Maintenance of public facilities

3.9Other

100.0

Planning and management of local community development, the

largest activity, accounted for nearly half of the money in the

category and about 16 percent of total sample dollars in all

These planning and management funds were used primarilycategories•

for staff costs for general planning and administration of the overall

CDBG program; these costs did not usually cover design, planning, and

administration of specific CDBG projects.

Unlike the first program category—housing and 

conservation—where the block grant's greater flexibility apparently

neighborhood

permitted funding of previously ineligible programs, it is difficult to 

generalize about shifts in the planning and general development program
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For example, some of the property acquisition, demolition, and

clearance activities (15.9 percent) might have qualified for funding

area.

under the previous urban renewal program, had it continued. But this

was improbable in most cases, because projects we categorized as

general development, unlike urban renewal activities, tended to be

small in scale and were usually not part of a comprehensive program for

dealing with major problems of physical distress. In some cases

general development projects appeared to be a response to problems

associated with population growth; in other cases they appeared to be

of spreading benefits. The cases of Huntington Beach,a means

California, and Scottsdale, Arizonia, illustrate a general development

focus.

Capsule 5-1. Huntington Beach, California
Allocation for planning and general development: 75.5 percent

One of the fastest growing cities in the country, Huntington Beach 
spent most of its CDBG funds on public works projects in the first two 
program years. A storm drainage project consumed almost 
second-year CDBG money. The associate noted that "though the project 
was built in a low-income tract, it is not really for the poor. 
Developers are building in that area and want the storm drainage 
problem solved."_________ —1 —

half the

Capsule 5-2•_______ Scottsdale, Arizona
Allocation for planning and general development: 78.1 percent

CDBG money was earmarked for 
as parks, sewer and street 

CDBG funds were also used for 
The benefits of these

Most of Scottsdale's second-year 
communitywide
improvements, and traffic signals, 
long-range capital improvements planning, 
activities—especially the parks and streets projects—were spread

capital projects such
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"The communitywide benefits pattern was the
council

throughout the city.
logical result of local politics in Scottsdale, where the city

at large and most of its members live in the high-income, 
low-density area of North Scottsdale" [4] .
is chosen

Urban Renewal Continuation

Of the federal grant programs consolidated by the Housing and

Community Development Act of 1974, two were directed at urban

renewal—the original urban renewal legislation of 1949 and the

neighborhood development program of 1968. Together they accounted for

the bulk of the funding consolidated into the block grant—64.9

Among the sixty-one sample jurisdictions, forty had previouspercent.

experience under these two programs. Of these, thirty-two allocated

some part of their second-year funds for continuation of projects begun

with urban renewal funds. The specific activities funded and their

proportions of total dollar allocations for urban renewal continuation

are as follows:

4. Unless otherwise identified, quotations in capsules 
field associates' reports.

are from the
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Percent of total 
allocationsActivity

Property acquisition 37.9

Public improvements
(sidewalks, streets, sewers) 23.4

Demolition and clearance 14.1

Relocation assistance 11.3

Other
(including management costs and 
interest repayments) 13.3

100.0

;'This category could also be divided to distribute the allocations
:among other categories. For example, a particular urban renewal |

project being continued with CDBG funds may involve housing

rehabilitation and street and sidewalk work in a designated renewal
■

!iThus, while it is classified here as urban renewal continuation,area.

it could instead be categorized as housing and neighborhood

conservation to determine a community's overall program thrust. In

this classified such allocations as urban renewalreport we

continuation in order to focus the decentralization and flexibility
H

analysis • i
Just as the block grant permitted communities to enter new program

it also enabled them to reduce or stretch out their commitmentsareas,

Of theto programs started under the old categorical grants.
i

i

i
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communities allocating funds to urban renewal continuation, 

allocations below the categorical funding level,

thirty-two

bothmost made

in only two jurisdictions wasproportionately and in dollar amounts; 

the share of CDBG funds allocated for urban renewal continuation higher

than the share of their hold-harmless base represented by urban renewal

funds- The two are Phoenix and San Jose [5]•

The data below show the relationship between prior urban renewal

the commitment of CDBG funds to urban renewalexperience and

continuation by quartiles for the thirty-two jurisdictions making such

Clearly, previous experience makes a difference; as aallocations.

practical matter, it limits the extent to which some jurisdictions with

large ongoing renewal projects can take advantage of the flexibility of

the CDBG program. The greater the prior urban renewal experience, the

larger the commitment of CDBG funds to project continuation. The only

deviation from this pattern is in the fourth quartile, where

communities put a larger share of CDBG funds into urban renewal

continuation than did the jurisdictions in the two quartiles above

(The fourth quartile includes Phoenix and San Jose.)them.

5. A special case was Miami, which allocated 13.8 percent of its 
second-year CDBG funds for urban renewal continuation. Technically, it 
had received no urban renewal funds, but it had received funds 
indirectly,
under programs administered by Dade County, 
not represent an increase 
categorical grant period.

as urban renewal projects had been carried out in the city
Thus the 13.8 percent does 

in urban renewal spending over the
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Quartiles

I II III IV

Percent of hold- 
harmless represented 
by urban renewal

88.7 51.166.9 28.4

Urban renewal alloca
tions as percent of 
total allocations

43.1 17.2 13.1 24.6

i

i

Four jurisdictions allocated more than 50 percent of their CDBG grant

for urban renewal continuation:
j

I
Percent of second- 
year funds allocated hold-harmless base 
to urban renewal 
continuation

Percent of
i

represented by 
urban renewalJurisdiction

86.485.7Auburn, Maine

100.066.2Bangor, Maine

34.363.8Phoenix, Arizona

94.978.5Sioux City, Iowa

,found that local jurisdictions would haveIn a few cases, we i

their urban renewal allocations further had not HUD pressedreduced

them to allocate a major share of their CDBG funds for this purpose.
\

!
'
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for example, the city, as a result ofIn Marlborough, Massachusetts,

HUD pressure, reallocated nearly half of 

from other projects (previously approved) to complete work on urban

CDBG fundsits second-year

Similarly, in Auburn, Maine, HUD pressure resulted 

allocation of 85.7 percent of second-year CDBG funds for urban

renewal activities.

in the

communitiesOn the other hand,renewal continuation. some

in this category.significantly decreased their allocations

allocatedScottsdale, Arizona, which had had a major renewal project,

only 3.1 percent for continuation of this work because the project was

nearly completed. In a few cases, the amount of CDBG funds earmarked

for urban renewal was supplemented by an "urgent need" grant for this

purpose: in the second program year Boston received $8.6 million in

"urgent need" funds for urban renewal, Cambridge, Massachusetts, $2

million, and Denver $1 million [6].

Associates were asked to consider what might have happened in the

case of uncompleted urban renewal projects had the CDBG program not

been enacted. Would projects have been undertaken anyway if urban

renewal had been ended, and how would they have been funded? The

second-year findings reinforce the first-year data in showing that, on

6. The CDBG legislation established a fund of $50 million to 
on a discretionary basis for "urgent communityprovide

development needs" which cannot be met through the regular allocation 
system. For the second year of the program "urgent need" funds went to 
complete a variety of previously funded projects, 
renewal, water and sewer projects, and neighborhood facilities.

grants

including urban
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the whole, the rate of spending would have decreased [7] Except in

Sioux City and Auburn, where associates indicated that in their

judgment borrowing would have been undertaken to continue projects,

associates in most jurisdictions indicated that had the urban renewal

grant been ended and CDBG not been enacted, most urban renewal

activities would have been discontinued or greatly reduced.

Social Services and Facilities

Spending in this program area was shaped to a considerable extent

by the legislative history of the block grant. As described in chapter

3, in an effort to emphasize physical development uses of CDBG funds,

the Senate tried to limit spending on social services to 20 percent of

a jurisdiction's allocation. Although the bill that was finally
!

approved did not contain a statutory limit on such spending, the Senate

view was seen as an "unofficial" limit on CDBG spending for social

Furthermore, the legislation specified that the socialservices.

services funded with CDBG money must be "in support" of physical

development programs. Apparently responding to this requirement, many

sample jurisdictions used CDBG funds for the construction or renovation

of multipurpose community centers, child care facilities, and senior

In this chapter, the social service category includescitizen centers. I

!See Nathan et al., Block Grants for Community Development, pp. 
for a discussion of the continuation of urban renewal programs

7.
277-80, 
with first-year funds.
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the facilities in which social services areboth improvements to

For example, Houston set asideprovided and the services themselves.

20 percent of its grant for continuation of model cities programs,

health, child care, and senior citizen services, andincluding youth,

Pulaski County, Illinois,for construction of multipurpose centers.

allocated approximately one-third of its second-year grant for

construction of a new senior citizens' center to accommodate programs

presently operating in an inadequate facility. First-year CDBG funds

were also allocated to this project.

In the second year, forty-six sample jurisdictions allocated a

total of $95.4 million for social services and related facilities. The

kinds of activities funded and their proportions of total allocations

are as follows:
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Percent of total 
allocationsActivity

Social services:

Health 19.9

Education 11.8

Child care 9.9

Senior citizens 6.2

Youth and recreation 2.9

Job training and counseling 1.6

Other service programs 27.6

Total services 79.9

Service-related capital projects: 20.1

100.0

Clearly, services—as opposed to capital projects—received the lion's

Of the forty-six communities allocating funds toshare of these funds.

this category, thirteen funded only services and twenty-seven funded

both services and facilities. Only six funded facilities alone.

As a proportion of total CDBG funds, allocations for social

services, excluding facilities, were well below the unwritten 20

percent ceiling in both program years: less than 10 percent in year

one, and 12.7 percent in year two. On the basis of actual dollar

allocations, the second-year proportion was higher—16.0 percent. This

mainly because of the skewing effect of the large dollar amountswas
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and New York City.allocated by Chicago, Los Angeles, Philadelphia,

the conclusionDespite the increase from the first to the second year,

"The Senate's 20 percent limitin our first-year report still holds:

transformed into general terms in thesocial services spending,on

final act, does seem to have influenced local decisions about the uses

However, when allocations for services andof CDBG funds" [8].

facilities are combined, we find over fifteen jurisdictions exceeding

the highest being just over 30 percent. Five of these20 percent,

communities had no prior model cities experience, but the other ten

For some, such as Carbondale, Illinois, and Houston, model citiesdid.

represented a major share of their categorical hold-harmless base.

Model cities program experience is important variablean

explaining social service allocations under CDBG. In jurisdictions

with model cities experience, where one would expect continuing

influence from citizen groups and bureaucratic advocates, we found

higher funding levels for social services than in communities where

there had been no model cities program. All twenty-seven jurisdictions

with model cities experience allocated some portion of their

second-year funds for social services and facilities; only one-half of

the jurisdictions without such experience provided funds for social

services. The average proportion (unweighted mean) of second-year

funds allocated for social services by all former model cities in the

8. Ibid., p. 246.
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I sample was 17.4 percent;

l* for the sample units without such experience, 

previous model cities,was 5.1 percent. For the twenty-seven

associates classified 74.8 percent of these social service allocations
model cities program continuation and 21.2as percent as new

undertakings.

Without exception, associates for the jurisdictions that allocated"^

services \ 

iiavp hppn__ 3

econd-year funds for the continuation of model cities

xpressed the opinion that without r.DBC? such nrnoramg Tjr.ui arterminated or greatly reduced [9]. The assessment of the Boston

associate is typical: "Without CDBG, Boston would have discontinued

allocations for the administration of the model cities program. Model

cities services might have received partial funding from private

sources on an interim basis. But given the tight city budget and even 

tighter state budget, a number of programs would probably have been

terminated."

Economic Development

both commercial andincludesEconomic development, which

development projects, was the smallest of the five program 

categories, in terms of both participating communities and dollars. 

Only twenty—two jurisdictions were reported to have allocated funds to

industrial

280-83, for a discussion of the continuation9. See ibid., pp. 
of model cities programs with first-year funds.
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allocations—$15.4and their combinedcategory,

to less than 3 percent of total sample dollars.

this program

Twomillion—amounted 

changes in the Housing and Community Development Act of 1977, 

may bring an expansion of spending in this category.

1974 act did not list economic development as

however,

First, though the

a distinct eligible

activity, the revised law now includes "commercial or industrial

and other commercial or industrial realbuildings or structures

property improvements." A second important change concerns section 108

of the act, which provides a means for communities to use CDBG funds as

collateral for long-term borrowing, in order to acquire real property

for community development purposes. The language of the 1974 law in

fact made such undertakings unlikely because of the requirement that a

community had to pledge its "full faith and credit" for repayment. The

1977 CDBG legislation drops this requirement, making it possible for

the secretary of HUD to establish other arrangements to assure

repayment, such as pledging future block grants or providing other 

securities, "including increments in local tax receipts generated by 

the activities assisted under this title or dispositions proceeds from

the sale of land or rehabilitated property" [sec.108(d)(3)].

In the commercial and industrial development category, CDBG 

allocated for both capital and operating expenses, though capital

funds

were

expenditures predominated.
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Percent of total 
allocationsActivity

Industrial development:

Site acquisition and 
improvements 11.6

Planning and operations 2.6

Total 14.2

Commercial development:

Capital improvements 
(public improvements 
and loans and grants 
to businesses) 69.0

Counseling and operations 16.8

Total 85.8

The proportion of CDBG funds allocated for commercial development was

much larger than that for industrial development. One city—Portland,

Maine—funded only industrial development activities; eighteen

jurisdictions funded only commercial development activities; and three

jurisdictions allocated second-year funds for both types of economic

development activities. Only three jurisdictions allocated more than

[10]. The10 percent of their second-year funds to this program area

of Worcester, Massachusetts, and East Orange, New Jersey, areprograms

10. See ibid., pp. 253-55, for elaboration of the economic 
development uses of first-year funds.
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described below.

Capsule 5-3. Worcester, Massachusetts 
Allocation for economic development: 23.4 percent

CDBG efforts to stimulate industrial and commercial 
public and private funds were reflected in an 
The city made large allocations in the 

three program years to match 
Administration to develop the park.

for improvement of the downtown business district, and for
In addition, seed money was

In Worcester, 
growth and to attract 
airport industrial park. first

a grant from the Economic Development 
Smaller amounts were made

available
technical assistance to small businesses, 
allocated to a local development corporation to be used for land 
acquisition, demolition, and new capital for other industrial and 
commercial projects.

Capsule 5-4. East Orange, New Jersey
Allocation for new economic development: 13.2 percent

East Orange allocated CDBG funds for rehabilitation of a commer
cial area to leverage funds from the Small Business Administration, and 
for operating assistance for the city's business development authority. 
The latter allocation was expected to generate approximately seven 
times its amount in investments from local merchants, 
administration is concerned with declining commercial areas in the city 
and feels it must improve the business situation in order to retain 
residents as well as attract new ones."

"The city

ANALYSIS OF PROGRAM USES

The second-year data show three trends: (1) a reduction from the

year in the use of block grant funds to continue programs fundedfirst

under the categorical grants, (2) a further trend toward neighborhood
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conservation (housing rehabilitation and related neighborhood

improvements), and (3) a wide variation in the mix o? program?

undertaken.

Table 5-3 shows that communities with medium or high experience

under the categorical grants earmarked more than a third of their funds

for program continuation [11] . What is important, however, is that

recipient jurisdictions with the heaviest involvement in urbaneven

renewal and model cities projects have been able to direct more than

half of their CDBG funds to what we have classified as new spending i

activities, as opposed to program continuation and substitution uses

(discussed later in this chapter).
Many communities chose to concentrate a majority of their CDBG^& - - -

category.| Excluding urban counties(for which the

data are limited), more than half of the sample jurisdictions

(twenty-nine of fifty-one) concentrated at least 50 percent of their

second-year CDBG funds on housing and neighborhood conservation

(eighteen communities), planning and general development (seven), or

urban renewal continuation (four). The tendency to concentrate

allocations in a single program area was found primarily among

satellite cities and nonmetropolitan jurisdictions.

11. If a community's per capita grant under the categorical 
than 150 percent above the national mean of $17.63,

moderate is
programs was more 
it is considered to have a high level of prior experience; 
50-150 percent of the mean; low is under 50 percent.

; :

Is!
!

i;
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Twenty communities shifted from program concentrations under the 

categorical grants to more mixed programs in the second year. Of the

twenty, seventeen were central cities. Most of these cities had at

least 50 percent of their categorical experience in either urban 

renewal or model cities and at least 80 percent of their prior program

experience in the two programs combined. However, in the ,second year

of the block grant none of the twenty concentrated over 50 percent of 

the community's allocation in any single program area. For those

communities where model cities represented the major share of

categorical experience, the shift to a more mixed program under CDBG

may have resulted from the limit set on social service spending—they

had to spend their money on other things. But even jurisdictions

without model cities experience made shifts in program choices. Three

of the twenty communities shifting to more mixed programs—San Jose,

Jacksonville, and Rochester—allocated more than 40 percent of their

San Jose's 45.8second-year funds to urban renewal continuation.

percent allocation represented an increase from its categorical level

of 28 percent, but in the other two cities even these relatively high

allocations represented a large reduction from the categorical grant

Urban renewal comprised 90.6 percent of Jacksonville'speriod.

categorical experience; in the second year of the CDBG program, by

only 42 percent of Jacksonville's funds went for urbancontrast,

renewal continuation, with another 32.5 percent going to housing and

neighborhood conservation, and 23.7 percent to planning and general
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development. In Rochester, the drop in funding for urban renewal 

projects from 72.3 percent of the city's hold-harmless base to 41.5 

percent of its second-year CDBG allocation (which was the same 

hold-harmless amount) represented a major shift in policy.

as the

Capsule 5-5. Rochester, New York

Rochester, which had the thirteenth largest urban renewal program 
in the United States, 
under the block grant, 
clearance programs,
population led city officials to develop a three-pronged strategy: 41
percent of the second-year grant was allocated for urban renewal 
continuation, 37 percent for housing and neighborhood improvement,
6 percent for downtown development, 
allocation was to complete projects begun under the categorical grants. 
The neighborhood rehabilitation and downtown development allocations 
were intended to enlist private capital in the effort to stabilize 
neighborhoods and slow the outward flow of population. According to 
the associate, "Rochester's priorities have shifted away from the 
large-scale acquisition associated with traditional renewal and
clearance activities in blighted areas, to conservation and
rehabilitation of marginal neighborhoods and development of the central 
business district." While urban renewal remains the largest single CDBG 
spending category, its proportion of the total has dropped.

altered its approach to community development 
Disillusionment with the results of massive 

and problems related to a declining middle-class

and
The purpose of the urban renewal

Major shifts in program allocations also took place in other

cities. In Minneapolis, 

city's prior categorical experience,

urban renewal represented 61 percent of the

but in the second year urban

renewal declined to 15 percent while neighborhood conservation and 

general development split two-thirds of the CDBG money. In New York

half of the categorical money had come from model cities; 

the block grant two-thirds of the

City, under

money was split between neighborhood
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conservation and general development, while social service fundingdropped to 17*2 percent.

The data on shifts from program concentration to more mixed 

understanding the decentralization of 

In our view the decline in

programs are important in

decisionmaking under CDBG•
social service

spending below the levels of the model cities

attributable simply to the 20 percent limitation.

programs made CDBG allocations for social services

program is not

Many communities

with model cities

well below the 20 percent level. Similarly, it is our view that the

away from major renewal projects is not simply a matter of themove

older projects being completed, thus freeing money for other purposes.

Such communities as Rochester, Boston, Marlborough, and Philadelphia

to other programhave chosen to reallocate their federal aid funds

these decisions are inconsistent withareas, despite the fact that 

long-run urban renewal plans on their books.

influencing localWe turn now to a discussion of factors we see

community development strategies.

Explaining Strategy Choices

i
With the end of the categorical grants—notably urban renewal and 

cities—came a reduced role in many communities for the agencies

In their place the role of

model

and officials directing these programs, 

generalist officials—chief executives, legislators, and planners—has

The increased influence of these officials has tendedbeen enhanced.
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produce community development programs based on broader communityto

values and considerations, as well as political factors.

Under the categorical grants choices were significantly shaped by

the fact that federal policy set priorities and established program 

Local choices were also shaped by the price effect of thegoals.

categorical grants; the availability of matching funds served to lower

the price of certain programs.

The block grant concept was adopted for community development to

the complaints about the priority-setting role of theanswer many of

categorical grants and to transferfederal government under

decisionmaking authority from the federal to the local level. This

political rearrangement, as our data show, has had the effect of

substituting local preferences for federal preferences. Under the

categorical grants the competition for urban aid was to a great extent

between communities; under block grants with formula entitlements the

competition is primarily within the community.

Generally speaking, this intracommunity competition has two

dimensions, particularly in older, declining cities. Many of these

cities were heavily involved in categorical programs dealing with

problems of physical decay and increased service demands. These same

cities generally have experienced population losses and a corresponding

contraction of their tax base. Thus they face growing problems and 

shrinking resources. With the end of the categorical grants addressed 

to federally defined urban development needs, local officials must now
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set their own priorities among the many competing demands, 

competition between needs sets up, or increases, a second and related

This

type of competition—that among agencies and nongovernmental groups

seeking support for their particular programs, 

to be greatest in those communities that had been the most heavily

This competition tends

involved in the consolidated categorical grants. The individuals and

groups previously involved in the categorical programs had become a 

part of the local decisionmaking process. Now, with the more flexible

CDBG funds, new groups and interests are competing with them for

. ^ This expandeddemand structure is evidenced by the largeresources

number of relatively hard-pressed jurisdictions (mostly central cities)

shifting to a more mixed program to meet a wider range of community

problems.

contrast, in better-off communities there is a greater tendency

1“ concentrate CDBG funds in a single program area. This is

particularly true of suburban and nonmetropolitan communities,

especially those without categorical grant experience. The explanation

for this pattern is quite simple and is related to our formula analysis

showing the overall spreading effect of the block grant concept. In

jurisdictions with relatively few disadvantaged people, less physical

decay, and therefore fewer problems, there is less pressure to fund a 

broad mix of programs. This is seen in the eleven sample jurisdictions 

(excluding urban counties) that had no prior grant experience: all

eleven chose to concentrate more than half of their funds in a single
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, either housing and neighborhood conservation or planningprogram area

and general development.

The following capsules for St. Louis, Missouri, and East Lansing,

these relationships between local conditions andMichigan, illustrate

program composition.

Capsule 5-6. St. Louis, Missouri
Urban conditions index: 545

St. Louis is an old, declining city under fiscal pressure.
70 percent of its housing was built before 1940, and almost one-fifth 
of its residents are below the poverty level. Population has declined 
by one-third in the last fifteen years.

—the associate reportedT "the 
dollars and not channel them into one area, as had been the case under 
.model cities."*

Over

Lause of these pressing
p-agp-r. to maximavnr was

Commitments to a model cities program and to two major urban 
renewal projects made this difficult in the first program year. In the 
second year, however, St. Louis changed from a hold-harmless to an 
entitlement jurisdiction. This "new money," plus a reduction in 
spending on the old categorical programs, enabled St. Louis officials 
to respond to pressures for projects from neighborhood groups 
throughout the city and to attack several problems simultaneously. 
Neighborhood conservation projects, in the form of home improvement 
loans, code enforcement activities, neighborhood beautification 
projects, and street improvements, were carried out in neighborhoods

Land was acquired for an industrial park to 
Urban renewal programs were

for

covering much of the city, 
improve the economic base of the city, 
continued but at a reduced level, and most of the funds allocated 
this purpose went 
clearance.

for street improvements rather than demolition and 
neighborhood services, including 

and social services (concentrated
Also funded were

reforestation and weed control, 
mainly in the former model cities target area).
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Capsule 5-7. East Lansing, Michigan
Urban conditions index: 29

A relatively well-off central city, East Lansing had no urban 
renewal or model cities experience. Its only categorical grant 
experience was with the open spaces program. In the second year of the 
CDBG program, almost two-thirds of East Lansing's CDBG funds were 
concentrated in the program area of housing and neighborhood 
conservation. The city allocated $60,000 for housing rehabilitation, 
$23,520 for code enforcement, and $4,500 for relocation assistance. 
Many of the physical improvements funded in this category were 
concentrated in the one neighborhood of the city with the highest share 
of student (Michigan State University) rentals. According to the 
associate, this was one of the few parts of the city which qualified 
under CDBG guidelines for physical improvement expenditures. It was 
also the area whose residents made the strongest demands for street 
closures, tree planting, and other beautification projects.

In addition to its neighborhood conservation activities, the city 
spent $110,967 (about one-third of its spcond-vear grant) on parks and 
recreation equipment in neighborhoods throughout the

We see the relationship between local conditions and the local

decisionmaking process as an important factor in explaining the basic

Two points need to be made:approaches for the use of CDBG funds.

1. The greater the range and severity of problems, the more 
likely is a jurisdiction to adopt a mixed spending approach.

2. Within the broad approach chosen—concentrated or mixed— 
the local decisionmaking process is a major factor influencing 
allocation of funds to specific projects. The choice of programs 
may be
product of a political bargaining process or, of course (and this 
is often the case), it may be a mixture of the two. 
this bargaining process is primarily among local participants, 
though in some cases the federal role continues to be important, 
as discussed in chapter 3.

shaped by carefully planned strategies, or it may be the

Under CDBG

To test these findings we analyzed the two approaches—mixed and

concentrated programs—in relation to three variables:
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a community's level ofPrior program experience, based on1.

participation in the categorical programs.

2. Type of decisionmaking process, based on the typology used in

chapter 4—that is, whether the decisionmaking process was dominated by

whether influence wasa particular person, institution, or group, or

dispersed among participants in the process.

Urban conditions index, based on three factors—poverty,3. age

of housing, and population change from I960 to 1975, discussed in

Chapter 2.

As the table below shows, the cities concentrating more than half

of their CDBG allocation in the second year in a single program

category are not clearly associated with either a specific type of

decisionmaking process or a specific level of prior program experience.

There is, however, a clear difference in the urban conditions index,

with those concentrating their CDBG programs falling below the index

mean (and thus better off) by a ratio of 2 to 1.

Urban con-
Prior experience ditions indexDecisionmaking

process
Program
approach

_____________________ High or Low or Above Below
Centered Dispersed moderate none mean mean

Concentrated 
programs 
(N = 22)

11 11 12 10 7 15

Mixed programs 
(N = 20)

12 8 20 0 15 5

I
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For jurisdictions with a mixed strategy the important determinants 

appear to be the level of urban distress as evidenced by the conditions

In contrast toindex, and participation in the categorical grants.

with concentrated programs, jurisdictions with more mixed 

programs are predominantly above the index mean—-by a ratio of 3 to 

thus have more severe problems. All were major participants in 

We conclude, as noted above, that the range and 

severity of community problems is thus more important than the

those

1—and

categorical programs.

structure of the decisionmaking process in determining a jurisdiction's 

overall approach to community development under the block 

The question then

grant.

becomes: what difference does the

decisionmaking process make? Combining our findings here with the 

results of the decision process analysis in chapter 4, it appears that

£Tie range of problems and level of distress are major determinants of a 

community's basic program approach, but that the decisionmaking process 

is an important factor affecting the particular project choices made 

within that approach. For example, a city with severe problems of

old housing, and aging infrastructure tends to choose a mixed

these

poverty,

resources to each ofprogram approach, in order to allocate some 

However,

facilities for the elderly, housing rehabilitation,
determined by the

participating in the

allocate funds to specificthe decision toproblem areas.

social services,
is oftenother programstreet maintenance, or some

and groupsinteraction between the persons

decisionmaking process.
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THE FISCAL EFFECTS OF CDBG FUNDS

The preceding analysis concentrates on the programmatic uses of 

CDBG funds and the response of recipients to the flexibility of the

In this section, the uses of CDBG funds are considered inblock grant.

terms of their use for new and additional expenditures by the sample

units—that is, spending that would not otherwise have been undertaken

in the absence of CDBG? To what extent have the CDBG funds been used

to substitute for other local funds that would have been spent even

without the block grant money.

Net Fiscal Effects

For both the first report and this one, the field associates
' sought to answer the very difficult question: What did CDBG funds

enable recipient governments to do that they would not have been able

to do if the categorical programs had ended (some had been frozen by

President Nixon) and CDBG funds had not become available? This

analysis uses the same net fiscal effect categories as the first

report—new spending, program continuation, and substitution effects.

The categories and their subdivisions are defined below. To determine

fiscal effects, a field associate considered the individual activities

in a community's program and decided into which category a particular 

activity fit. That determination was based on information gained 

interviews of local officials and examination of other budget

from
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and planned forallocations made by the community in the recent past 

the future (e.g., a project may have been shifted from bond funding

under the community's regular capital improvement budget to the CDBG 

program).

we!l“informed judgements based on his or her knowledge of the economic 

and fiscal conditions, as well 

jurisdiction. The categories used

To this information the field associate added his own

as the political processes, of the

are:

1. New spending

a. New capital spending—spending for capital projects
purchase of equipment that, without block grant funds, either 
would not have occurred at all or would have occurred at least 
one year later; and

or the

b. New expandedor operations—operating 
undertaken or expanded with block grant funds.

expenditures

2. Program continuation

Community development program continuation—allocation ofSL •
CDBG
consolidated into the CDBG program;

funds to ongoing programs formerly funded by grants
and

b. Other program continuation—allocation of CDBG funds to 
other ongoing programs that would have been cut back or 
eliminated without CDBG.

3. Substitution

local funds that would 
had not been 

be used to achieve
The use of CDBG funds in place of

if the block grant money
a.

have been used
available. Substitution of funds can

following fiscal effects:
one

or a combination of the
(1) Tax reduction-use of f^oJerCing 

essential ongoing programs, wi thereby permitting a 
the jurisdiction's own resources
reduction in the tax rate;

to finance 
of avoiding a tax0f CDBG funds 

the resultuse 
, with(2) Tax stabilization- 

essential ongoing programs
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that otherwise would have been necessary andincrease 
approved;

(3) Avoidance of borrowing—substitution of CDBG funds for 
borrowing that would have been undertaken in the absence of 
CDBG funds; and

(4) Increased fund balances—allocation of CDBG funds to 
essential ongoing programs, with the net effect of increasing 
fund balances.

Table 5-4 shows the uses and fiscal effects of first- and

second-year CDBG funds for the four types of recipient jurisdictions

and for the entire sample, in unweighted means.

The data show that new spending increased in all types of

jurisdictions, going from 52 percent in the first year to 60 percent in

the second. There is a clear distinction, however, in the types of new

spending undertaken. the largest single net>

effect category for the first year—37.2 percent—increased to nearly

50 percent in the second year Haw operations declined slightly.

Another point to be noted is that, while new spending as a whole 

was increasing, allocations for the continuation of programs formerly 

funded under the categorical grants, according to this fiscal impact 

analysis, declined from 28.5 percent in the first year to 22.6 percent 

The net decline in program continuation is attributablein the second.

to the decrease noted earlier in allocations for urban renewal

continuation. The pattern of increased new spending and decreased

program continuation is found for all types of jurisdictions; it is
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Nearly all of the increased newparticularly clear for central cities, 

spending in central cities is accounted for by the decline in program

This results from the tendency among central cities tocontinuation.

shift from program concentration under the categoricals to new capital

activities (housing and neighborhood conservation, and general

For the satellite cities and urbandevelopment) under the block grant.

counties, the increase in new spending comes at the expense of

decreases in both program continuation and substitution uses. For

nonmetropolitan jurisdictions, which collectively have the highest new

spending allocations, there was very little shift in net effects

between the first and second years.

Fiscal Pressures
[i

Fiscal pressure on a community may, of course, influence its use

of grant-in-aid funds. In both the revenue sharing and CDBG research,
J

field associates were asked to classify their jurisdictions in terms of

fiscal pressure—none, little, moderate, or extreme. The judgments

were based on such specified factors such as tax rate trends, local

effects of inflation and recession, wage demands, local government

debt.

As stated in Revenue Sharing: The Second Round, the willingness of 

larger, more urban governments to "integrate shared revenue into their 

ongoing expenditure and revenue flows ... is at least partly a 

reflection of the greater fiscal pressure faced by many of these



209

jurisdictions” [12]• Analysis of the cumulative allocations of general 

revenue sharing funds for the 1972-74 period shows that the greatest

substitution effects were found in the hardest pressed jurisdictions,

principally through tax stabilization as ”a way of slowing the rate of

fiscal deterioration" [13]. This relationship was not found in the

CDBG program in either year, as shown in table 5-5; fiscal pressure

does not correlate with substitution uses of CDBG funds.

Net Fiscal Effects of CDBG Funds in SampleTable 5-5.
Jurisdictions by Degree of Fiscal Pressure

Net fiscal effect in 
unweighted mean percentages* i

Substitu- » 
tion

Number of 
jurisdictions

Program 
spending maintenance

NewFiscal
pressure

2.439.754.210Extreme

2.229.259.235Moderate

Little or 
none 16 12.6 3.265.6

Source: Field research data.
i!

*Percentages do not add up to 100 because unallocated fiscal 
effects are not included.

■

Richard P. Nathan and Charles F. Adams, Jr., Revenue Sharing:
Brookings Institution, 1977), pp.

12.
(Washington, D.C.:The Second Round

37-38.

13. Ibid., p. 42.
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"theThe proposition that,This situation could change, however.

greater will be its substitution or displacementolder a grant, the

the substitutioneffects" [14], which emerges from several studies of

effects of federal grants, may MitiimntTily find' ~fn analyses of

The observations of thethe impact of future CDBG allocations^.

for New York City and for Minneapolis, for example, suggestassociates

that more substitution uses are being considered. The third-year CDBG

application for New York City was discussed by the associate in the

following terms:

The most important issue was whether the city of New York should
CDBG funds into the general operating 

From Mayor Beame's point of view, diversion of CDBG funds 
should not even be an issue; it should be a right. The city is 
under severe financial pressure and cannot even afford to provide

Why should it be forced by federal 
priorities to spend CDBG money on nonessential capital projects 
when it could be spent on essential services?

be permitted to divert 
fund.

essential services.

In Minneapolis, decisions on the city's capital budget and preparation

of the third-year CDBG application came at the same time; the city's

"fiscal crunch" led to adoption of a third-year CDBG application which,

according to the associate, incorporates "$3.3 million worth of

projects that would, in other years, have been funded elsewhere."

A central issue here is "maintenance of effort" [15] . In

14. Ibid., p. 80.

"Maintenance of effort" means that, on an existing project, a 
community must continue to spend its own revenues at the previous level 
and not substitute federal for local funds.

15.
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considering general revenue sharing legislation in 1971, the House Ways

and Means Committee initially included a local maintenance-of-effort

provision but subsequently dropped this requirement. Section 101(c) of

the 1974 CDBG legislation states, however, that "it is the intent of

Congress" that CDBG aid "not be utilized to reduce substantially" the

level of local funding for community development activities. In this

context, and given the development objectives of the law and the

greater federal oversight of the CDBG program through the application,

performance-monitoring, and audit stages, recipients clearly are less

inclined to use the block grant as substitution money.

In the 1977 CDBG amendments, Congress included new and somewhat

stronger language to require maintenance of effort for public services:

section 105(a)(8) prohibits the use of block grants for public services

if such services have been provided by the recipient government within

the year preceding the CDBG application. This change may produce even

further net service gains under the CDBG program, but it does not

pertain to substitution effects for capital expenditures, which, of

course, account for the majority of CDBG allocations.

Attracting Private Sector Funds

The desirability of attracting private resources to supplement 

public spending for community development was recognized at the very

In the second year, associates reported

i

outset of the CDBG program.

that thirty-seven jurisdictions adopted CDBG projects involving funds

1
;■
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This was an increase of eightfrom the private sector (see table 5-6). 

jurisdictions over the first year, 

for these hybrid programs totaled $49.3 million, or 8.3 percent of

Field reports show that allocations

all

The principal programs involved are housingsecond-year funds.

rehabilitation and commercial and industrial development. Twenty-eight

jurisdictions—almost half of the sample—allocated second-year CDBG

funds in conjunction with efforts to attract loans from banks and other

private lending institutions to property owners for rehabilitation of

housing units. In the first year only nineteen jurisdictions had such

arrangements. (Details on these housing rehabilitation programs are

given in chapter 6, which discusses the major area in which the

leveraging of private funds with CDBG funds was attempted.)

Sixteen jurisdictions were reported to have allocated CDBG funds

to attract private capital for commercial (retail).and industrial

(manufacturing and distribution) projects (see table 5-6) . This

compares with ten units in the first year. The programs for East

Orange and Worcester, two of the jurisdictions allocating large

proportions of second-year funds for economic development leveraging

purposes, were described earlier in the discussion of new economic

development uses of block grant funds.

j

!
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Table 5-6. 
Jurisdiction

Second-Year Allocations for Leveraging Private Capital, by

Percent of second-year CDBG funds 
used to leverage private capital

For housing For commercial 
rehabilitation development

For industrial 
developmentJurisdiction

Central cities:

16.7 9Boston, Mass. • • •

6.3 4.2Chicago, 111. • • •

3.4Cleveland, Ohio • • •• • •

1.5Columbia, S.C. • • •• • •

2.2Jacksonville, Fla. • • •

16.9Lansing, Mich. • • •

1.38.0Los Angeles, Calif.

51.0Newark, N.J. • • •

14.3New York, N.Y. • • •

2.8*1.1Philadelphia, Pa.

.9Phoenix, Ariz. • • •

31.4Pittsburgh, Pa. • • •

10.11.7Rochester, N.Y. • • •

2.3Seattle, Wash. • • •

27.7Sioux Falls, S. Dak. • • •

3.1**9.9St. Louis, Mo. • • •

1.78.7Worcester, Mass. • • •
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Table 5-6, continued

Percent of second-year CDBG funds 
used to leverage private capital

For housing For commercial For industrial 
rehabilitation development developmentJurisdiction

Satellite cities;

21.6 8.0Cambridge, Mass.

Cleveland
Heights, Ohio 2.9 36.8

East Orange, N.J. 10.4 6.0

El Monte, Calif. 35.2 • •

Evanston, 111. 36.5 • •

Greece, N.Y. 21.6 • •

Miami Beach, Fla. 16.4 • •
I

Scottsdale, Ariz. 2.1 • •

Urban counties:

Allegheny, Pa. 14.8 • •

Dade, Fla. 9.3 • •

DeKalb, Ga. 5.4 • •

Los Angeles, Calif. 3.9 • •

Orange, Calif. 10.0 • •

St. Louis, Mo. 4.3 • •

-
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Table 5-6, continued

Percent of second-year CDBG funds 
used to leverage private capital

For housing For commercial For industrial 
rehabilitation development developmentJurisdiction

Nonmetropolitan:

Charlottesville, Va. 17.0 • • • • • •

Marlborough, Mass. 16.7 • • • • • •

Source: Field research data.

*Includes allocation for commercial leveraging.

**Includes allocation for medical center complex, involving 
business, industry, and housing.

a mix of

Attracting Other Public Sector Funds

Block grant funds for community development can also be used as

leverage to attract other public funds. The law specifically states

that block grant funds can be used for the "payment of the non-federal

share required in connection with a federal grant-in-aid program

of the community development program" [sectionundertaken as part

Associatesgrants-in-aid.105(a)(9)]. applies to stateThe same

allocated second-year CDBG fundsreported that thirty-six jurisdictions
Twelve units used second-yearattract other grant-in-aid funds.to

twenty-twoand federal programs;CDBG funds to match both state

federal grants;attempted to attract just
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For twenty-eight of the thirty-six jurisdictions,only state grants, 

the specific grants sought were judged by the associates to represent

In the view of the associatesor substantially expanded programs.new

if CDBG funds had not been available, thesefor these jurisdictions, 

jurisdictions would have sought smaller amounts of public funds or

would not have sought them at all.

As in the first year, federal grants matched withFederal Grants.

CDBG funds were mainly for social services, parks and recreation, and

Auburn, Maine, received $70,000 from theeconomic development [16].

federal Bureau of Outdoor Recreation to match an equal amount in CDBG

funds for construction of a recreation area in a middle-class

According to the associate, "This recreation project hadneighborhood.

been discussed for a number of years, but the city could not find

matching funds for it. After commitments to urban renewal completion

had been met out of the second-year block grant, enough money remained
r to make the project feasible." Boston's allocation of $3.1 million for

new parks and park improvements attracted an estimated $175,000 from

the Bureau of Outdoor Recreation and $215,000 from the National Park

Service.

Six jurisdictions sought federal funding under title XX of the

Social Security Amendments of 1974 for social services; child care and

services to the elderly predominated. In St. Louis, for example, child

16. See Nathan et al., 
356-58.

Block Grants for Community Development,
pp.
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care, services for the blind, 

management counseling were
elderly, and disabled,

a CDBG-title XX matching 

and attracted $2.5 million.

and home
expanded under

grant. The city put up $800 thousand 

associate noted, "Without CDBG
The

such expansion would have been
impossible, given the tendency in St. Louis to cut back on everything

they possibly can because of fiscal pressures." CDBG and title XX funds

in Raleigh, North Carolina, funded a variety of social services, 

wheels for the elderly, infant dayincluding home health, meals on

care, and mental health counseling.

Atlanta, East Orange, Newark, Philadelphia, and Worcester sought

federal funds for economic development from the Economic Development

Administration (EDA) and the Small Business Administration (SBA).

Worcester allocated second-year funds to attract development funds from

Atlanta and Philadelphia sought to match EDA; both federal agencies.

SBA funds. Worcester's majorfunds, and Newark and East Orange, 

project using CDBG money to 

industrial park, begun in the first CDBG program year with matching

In the second year Worcester allocated $800,000 to

'•

match federal funds was its airport
I
!

funds from the EDA.

in all, the citythe project and received an equal amount from EDA;

1 basis.$2.6 million on a straight 50-50 matchingwill receive

According to the associate, without the CDBG money, the city would not

Worcester also allocatedhave been able to apply for this EDA grant.

$100,000 to a local development corporation to provide seed money for
i

industrial and commercial investment; these funds were expected to:

!

:
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from the Small Businessboth private captial and fundsattract

Administration.

Fourteen jurisdictions allocated small amounts of 

CDBG funds to attract state grants for a wide variety of

State Grants.

second-year

flood control, planning,programs, including sewers, highways,

child care. Block grantvocational rehabilitation, recreation, and

to attract state grants forallocations by the city of Los Angeles

transportation, job creation, and park development were theeducation,

largest and most extensive reported by associates.

The Timing of CDBG Spending

As mentioned in chapter 3, the rate of spending of CDBG funds—and

by extension the timing of CDBG effects—has been a topic of some

We asked each associate to indicate the approximateconcern.

percentage of the jurisdiction's first-year grant that remained unspent

at the end of the first program year. For the entire sample, such

unspent funds represented almost one-half (44.3 percent) of first-year

funds. Proportions of unspent funds varied according to the type of

jurisdiction, as shown by the table below. The highest proportions of

unspent funds were found in urban counties but the differences among

jurisdictional types are small.
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Percent of CDBG funds
Number of 
jurisdictions first program year

unspent at end of
Type of jurisdiction

Urban counties 10 50.5

Central cities 30 46.5

Nonmetropolitan 10 41.1

Satellite cities 12 36.6

Among the factors affecting the rate of spending of lfirst-year

funds, associates most frequently cited three: 

time—twelve to twenty-four months—required for the planning, bidding, 

and execution of capital (2) unanticipated difficulties in

(1) the amount of

illsecuring private sector funds for housing rehabilitation programs: and
;:

(3) delays due to inadequacies and inexperience of community !
:development administrative staffs. Difficulties in implementing

housing rehabilitation programs are described in chapter 6. Delays ; •
!::associated with capital projects are illustrated by the experience of

f:Orange County, California. The associate wrote:

iThe urban county application included seventy-four 
activities, the majority of which were projects to be performed by 
the cooperating cities. The first-year application had been 
prepared rapidly, and further time was needed for staffing, for 
learning HUD procedures, and for planning and project development. 
Public works projects done in-house need to be scheduled, and 
those done under contract require extensive specifications, 

k bidding procedures, and so on, before actual construction can 
\ begin. Land acquisition moves slowly, due to search,
\ negotiations, payment scheduling, environmental impact statements, 
\and normal administrative delay. _____________________ ___ —^

i..
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At the end of the first twelve months of its CDBG program, Atlanta

its block grant. According to thehad spent only 5 percent of 

associate, the factors that accounted for this very slow rate of

These included:spending were largely administrative.

lack of coordination between the mayor, the chief administrative 
office, and the functional departments in according priority to 
the CDBG program; failure to establish definite lines of 
responsibility for program coordination and implementation; 
independence of the community development staff from other city 
departments; lack of experienced staff in the community develop- 

and vagueness in the application for projects.^ment department;

Some caution must be exercised in evaluating these data on the

rate of spending in the early stages of the CDBG program. Before

judging progress slow, we must ask, compared to what? The categorical

programs were often criticized for their slow pace. It was not

uncommon for several years to lapse between app-lication to HUD and even

the beginning of work on an urban renewal project. One must also

consider the objectives of the CDBG program. Unlike countercyclical

programs designed to reduce unemployment by funding projects! that are 

"ready to go," activities to carry out community development

objectives, such as eliminating urban blight and decay, frequ^itly take 

longer to design and implement. The rapidity of spending 

the best test of effectiveness in achieving these goals.j

y not be

3 0‘
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Chapter 6

HOUSING REHABILITATION

Housing rehabilitation, which in the original CDBG legislation was

considered an "incidental” activity, has emerged as one of the major

CDBG undertakings of local governments.

In the second program year, fifty-four jurisdictions—almost 90

percent of the sample—collectively allocated $95 million for housing

rehabilitation activities- This represents 16 percent of the total

sample funds and is the largest single program activity reported by the

field associates; on an unweighted means basis, allocations averaged

(Table 6-2 at the end of the chapter lists the housing15-4 percent.

rehabilitation allocations of individual jurisdictions.) In this

chapter we focus on the issues involved in respect to housing

rehabilitation activities and the variety of rehabilitation programs

that have been devised at the local level.

In the 1974 legislation housing rehabilitation was regarded as a

Among the eligible activities, the legislationsecondary program.

included in section 105(a)(4) "clearance, demolition, removal, and

rehabilitation of buildings and improvements (including interim

assistance and financing rehabilitation of privately owned properties

when incidental to other activities)" (emphasis added). The growing

prominence of CDBG housing rehabilitation is reflected in the 1977 

legislation, which omits the phrase "when incidental to other

independentlyactivities," thus making housing rehabilitation an

eligible CDBG activity.

225
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major CDBG activityWhile housing rehabilitation has become a

importance withinnationwide and appears to be expanding, its

In large citiesindividual communities varies considerably.

CDBG-funded housing rehabilitation projects are likely to represent

whichonly a small share of total publicly funded housing activities,

frequently include a variety of other federal and perhaps state housing

programs intended to expand the housing opportunities of low- and

In some smaller, better-off communities, bymoderate-income groups.

contrast, CDBG housing rehabilitation projects may be the first venture

into publicly funded housing activities and thus may represent a very

significant decision for such jurisdictions. Also, housing

rehabilitation should not be viewed as free-standing CDBG activity. As

will be discussed later, it may be necessary to link such

rehabilitation with rental assistance to avoid displacing lower-income

with higher-income families in the rehabilitated units.

The data show that twenty-two communities with little or no
i
I categorical grant experience allocated CDBG funds to housing

rehabilitation. Collectively, their unweighted mean allocations were

greater than those of jurisdictions with higher levels of prior

experience•
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Percent of CDBG 
funds for hous
ing rehabili
tation

Level of prior 
experience

Number of 
jurisdictions

None 6 27.5

16Low 15.9
(

Moderate 12 11.6

High 27 14.2

■

ji
The data also show that satellite cities and nonmetropolitan jl

jurisdictions tended to spend proportionately more on housing

rehabilitation than central cities (see the table below). However, the

relatively high mean allocation by nonmetropolitan jurisdictions (23.2

percent) is greatly influenced by the large allocations of Casa Grande,

Arizona (65.8 percent), and Pulaski County, Illinois (69.3 percent),

where HUD played a significant role in determining the use of funds

Urban counties had the lowest averagetable 3-2).(see chapter 3,

allocation (8.5 percent) among the types of community, but this does

include the nearly 27 percent of funds passed through to municipalnot
■

governments, which probably allocated some of their funds to housing

rehabilitation.

r
:
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,
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Percent of CDBG funds for housing 
rehabilitation (unweighted means)Type of jurisdiction

14.5Central cities

17.8Satellite cities

8.5Urban counties

23.2Nonmetropolitan

These data on housing rehabilitation allocations are in accord with

the discussion in chapter 5 of basic allocation strategies. We

concluded there that better-off communities with no prior experience

able to direct a larger share of their CDBG funds into one or twowere

program areas because they were not constrained by prior program

commitments and were not experiencing the range and severity of'
problems found in many central cities. For these better-off

communities, housing rehabilitation was an area where they could

address a visible community problem and at the same time assist

lower-income groups.

Housing rehabilitation activities highlight a number of major

characteristics and issues of the CDBG program, including its

flexibility, the participation of private capital, implementation

problems, the pattern of income group benefits, and the coordination of

related CDBG activities. We look at each of these in turn.
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LOCAL PROGRAM DESIGN

i
Housing rehabilitation under the CDBG program combines experience

from previous federal programs with decentralized decisionmaking under

the more flexible block grant. The basic approaches to CDBG

rehabilitation assistance adopted by local officials are largely based

on previous federal models. Under the CDBG program there are

rehabilitation loans (similar to the 312 program), grants to homeowners

(former section 115 grants), interest subsidies (section 235 and 236

housing programs), loan guarantees (Federal Housing Administration and

Veterans Administration), and various combinations [1] . While

generally adopting some form of these basic federal approaches, local
;i :

officials have altered program details to meet local demands and

conditions.

1. Section 115 (of Title I, Housing Act of 1949, as amended) 
provided rehabilitation grants of up to $3,500 to low- and moderate- 
income families in federally assisted areas (e.g., urban renewal and 
concentrated code enforcement). Section 312 (Housing Act of 1964, as 
amended) provides 3 percent loans for housing rehabilitation to low- 
and moderate-income individuals in federally assisted areas. Section 
235 (National Housing Act of 1934, as amended by section 101 of the 
Housing and Urban Development Act of 1968) is an interest-subsidy 
home-ownership program for low- and moderate-income families which 
reduces the interest rate to as low as 5 percent. Section 236 
(National Housing Act of 1934, as amended by section 201 of the Housing 
and Urban Developmant Act of 1968) provides federally insured 
multi-family mortgages and interest subsidies to reduce the interest 
rate to as low as 1 percent. The Federal Housing Administration and 
Veterans Administration operate mortgage guarantee programs insuring 
individual home ownership loans made through private lending 
institutions.
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The locally designed alterations usually involve the determination 

of eligibility for assistance and the levels of assistance provided. 

The uniform federal standards for eligibility and amount of assistance 

been replaced by a wide variety of local criteria under the blockhave

grant.

In terms of funding, some of these programs are funded wholly with

and others use a combination of public funds and privateCDBG money,

sector money (i.e., funds from private lending institutions). Some

communities use CDBG funds only to bring housing units up to various

building code standards while others go further, allowing funds to be

used for structural and external repairs beyond code requirements, such

Some extend rehabilitation to privatelyas putting on new siding.

owned, single-family homes only while a few communities include public

housing in their programs. A number have programs covering both types

of housing. Finally, program strategies (e.g., a "worst first" versus

transitional neighborhood emphasis) also vary.

Public and Private Sector Involvement

The mix of public and private sector funding stands out as a

distinguishing feature of many housing rehabilitation programs, and one

that is closely related to the impact on the community's housing stock.

In this discussion "public funds" means CDBG money, while "private

funds" means funds from private lending institutions. This section

focuses on some of the implications of public versus private funding
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for housing rehabilitation and the types of programs funded- The

findings rely primarily on supplemental information provided by the

field associates in response to follow-up inquiries.

Nearly half of the fifty-four sample jurisdictions with housing

rehabilitation programs financed such activities primarily with CDBG

funds- These are referred to as CDBG-funded programs. About a third

of the jurisdictions ran a two-track program, which offered CDBG-funded

assistance and a leveraging program funded with a combination of CDBG

money and loans from private lending institutions. Still other

jurisdictions had only leveraging programs. (Leveraging mechanisms are

discussed in a later section of this chapter.)

There was a notable difference in the approaches adopted by the

different types of communities (see table 6-1). Central cities and

nonmetropolitan communities had the highest proportion of CDBG-funded

Suburban jurisdictions, on the other hand, relied moreprograms.

heavily on the involvement of private lending institutions.

! :}
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Public and Private Sector Funding of Second-Year HousingTable 6-1.
Rehabilitation Programs, by Type of Jurisdiction

Leverage pro- Two-track 
programs 
(percent)

CDBG-fundedNumber
of juris- programs only grams only 
dictions (percent)

Type of 
jurisdiction (percent)

43750Central cities 29

185628Satellite cities 11

4543157Urban counties

1515707Nonmetropolitan

Source: Field research data.

This mix of public (CDBG) and private lending institutions' funds

is linked in important ways to the scope of rehabilitation programs.

In those programs with primarily CDBG-funded loans and/or grants,

rehabilitation was tied closely to code enforcement, so that correcting

building code violations was either the only permitted use of funds or

the preferred use. The decision to limit the scope of work under

CDBG-funded programs to code enforcement appeared to be based on two 

(1) the limitation makes it possible to stretch the moneyfactors:

(2) equity and perhaps legal problems may arise in

grants; the issue 

here is providing subsidies that increase private property values above 

the added value of the repairs needed

among more units;

thos e cas es involving 100 percent CDBG loans and

to meet code standards.

/
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In programs where most of the funds were a combination of CDBG

money and funds from private lending institutions, the scope of

rehabilitation work was broader, usually involving both code

enforcement and repairs beyond code requirements. Some jurisdictions

also permitted the construction of additions to homes where

overcrowding existed. Thus, participation of private lending

institutions permitted a broader range of housing rehabilitation

activities.

On the other hand, requiring rehabilitation up to building code
r; .

standards may mean too much repair work. With the increased interest

in housing rehabilitation generally, there has been considerable

discussion about "rehab codes" which would require that only repairs be

Many older buildingsmade that are essential for health and safety.

were built during a period of different building standards and

upgrading them to meet current codes often makes the cost prohibitive,

In terms of CDBGwith such programs as CDBG grants.even

rehabilitation programs, adoption of such "rehab codes" could result in

spreading CDBG funds to conserve more units and overcoming the

resistance or financial inability of some property owners to undertake

the more extensive and expensive repair work.

I
I
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CDBG-Funded Rehabilitation Programs

funded wholly with CDBGIn most cases, rehabilitation programs

constituted new types of activities, although some involved themoney

continuation of projects started under the categorical programs, such

model cities and section 312 rehabilitation. An important featureas

of CDBG-funded programs was that income criteria were used to determine

eligibility and sometimes the level of subsidy for loan or grant

recipients. (In some cases elderly and disabled homeowners received

The amount of individual grants varied. Inspecial consideration.)

Pulaski County, Illinois, the lowest grant was $300; in Chicago the

$10,000 per unit ($40,000 for a four-unitgrants go as high as

structure). Where loans were involved the interest rate also varied.

Usually it was lower than the prevailing market rate. In. general, the

characteristics of CDBG-funded rehabilitation programs were (1) close

linkage to correction of code violations, (2) income criteria for

eligibility and sometimes for determination of the amount of subsidy,

and (3) lower interest rates on loans. The capsules on Durham and

Sioux City show that these characteristics, while general, were not

uniform.

Capsule 6-1. Durham, North Carolina
Percent of pre-1940 housing: 33.6

Durham officials focused rehabilitation grants on code enforcement 
in ten target areas. Within the target areas, eligibility was limited 
to owner-occupants whose annual family income adjusted to family size 
did not exceed $5,500. Grants up to $5,500 were offered for correction
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of code violations, with no 
sold within twenty-five 
grant alone was not sufficient 
standards, its award was 
or the application of personal

repayment 
months after

necessary unless 
- receipt of the

the home was
grant. If the 

code 
funds

to bring the property up to 
on the receipt of 312 loan 

assets by the homeowner.
conditional

Capsule 6-2. Sioux City, Iowa
Percent of pre-1940 housing: 67

In Sioux City, eligibility for CDBG housing rehabilitation loans
and grants was limited to owner-occupants whose homes, located within 
the two neighborhood project areas, did not meet the local housing 
code. Three separate programs were funded with the second-year block 
grant. The basic program involved grants to homeowners with incomes up 
to 50 percent of the median, or $6,575. The maximum grant was $5,000. 
The second program, aimed at low-income elderly and handicapped persons 
in need of supplemental funding to bring their property up to code 
standards, offered loans up to $5,000 beyond the grant. No repayment 
of grants was necessary unless the home was sold within three years of 
rehabilitation. A third program made ten-year loans 
available, interest free, to low-income families 
basic grant.

up to $5,000 
in addition to the

The primary emphasis of CDBG housing rehabilitation programs was on 

privately owned, single—family homes, which, using theassistance to

HUD definition, means structures housing one to four families.

Twelve jurisdictions allocated CDBG funds for the modernization of

According to theexisting public housing in the second program year.

these block grant funds were

supplement to regular, but inadequate, state and

viewed by thefield associates,

communities as a

federal funds.

■;
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Leveraging Programs

two basic approaches that will stimulateGenerally, there are

institutions to make rehabilitation loans available to partsfinancial

of a community or to borrowers that might otherwise be rejected. The

(1) increasing the lender's profits, and (2) reducing theirtwo are

The field data show that the latter hasrisks in making such loans.

been the approach in the CDBG rehabilitation programs, taking several

forms:

1. Loan guarantees. These may be partial or total; i.e., the

lenders can be protected against all or part of the risk of loss on

default. The guarantees are backed by CDBG funds set aside to cover

lenders' losses.

2. Interest subsidies. These subsidize the borrower and decrease

the likelihood of default by decreasing the amount that has to be paid

back to the lender each month. With this mechanism the jurisdiction

pays the private lender the difference between the market interest rate

and a lower rate paid by the borrower.

3. Grants. This involves a grant to cover part of the

rehabilitation cost with a lending institution providing additional

funds. Such grants, like the interest subsidy, also subsidize the

borrower and decrease the likelihood of default by decreasing the 

amount to be borrowed and therefore reducing the monthly payment.
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While these mechanisms may initially encourage private lender

participation by reducing the risk of making such loans, they also may

result in increased lender profits because of increased loan activity.

In leveraging terms, each of these approaches may increase the

willingness of private institutions to make loans, but the process

should also be viewed from the perspective of the property Inowner.

economic terms, the owner may be "indifferent" as to whether the

rehabilitation loan comes directly from the city using CDBG funds or

from a private lending institution. (In political terms he may prefer

dealing with a local public agency.) Either way the loan must be repaid

•iand the real distinction is whether there is a partial grant or an

interest subsidy. To the borrower the type of mechanism and the role

of the lending institutions are likely to be secondary to the size of

the monthly payment. Thus, from the viewpoint of local officials

administering the program, the most important reason for attracting

private lending institutions to the rehabilitation program is to expand

the total number of dollars going into the program.

In communities with rehabilitation programs combining CDBG money

and private funds the median ratio of projected expenditures was about

Thirty of the$2.50 of the private funds for each $1 of CDBG funds.

fifty-four communities with rehabilitation activities involved or

attempted to involve private lenders in their programs.

!
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CDBG housing rehabilitation programs were frequently accompanied by

Counseling involvedto the property owner.counseling services

"do-it-yourself" repairs, choosing asubjects like cost estimates, 

qualified contractor, and shopping for a rehabilitation loan.

Marlborough, Massachusetts, used the partial grant approach. There

the homeowner living in the target area and meeting the income criteria

did the rehabilitation with his own or borrowed funds, or both, and was

then given a 25 percent rebate on the cost up to a limit of $1,000 for

a one-family dwelling and $3,000 for a structure with three or more

In some cases grant limits were adjusted for income.dwelling units.

The Chicago program of financial assistance to property owners

(CFAP) was a combination loan-grant package designed to reduce the

interest rate to 5 percent. Rehabilitation grants were provided to

owners of one-to-four unit-residential structures, primarily to correct

code violations. The grant, which was expected to be used in
■

conjunction with a rehabilitation or mortgage loan obtained from

conventional financing sources, was based on the gross family income of

the property owner. For example, families with annual incomes below

$7,000 were eligible for grants covering 100 percent of the

rehabilitation work up to a maximum of $10,000 per housing unit. As

incomes rose, the grant amounts decreased; families with incomes

between $11,000 and 12,000 for example, were eligible for a grant of 50

percent of the total rehabilitation cost; families with incomes above

$25,000 were ineligible. While the program was designed to "piggyback
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grants onto private loans," with only the poorest applicants receiving

100 percent grants, the average grant has been about 80 percent of the

rehabilitation cost.

Lansing, Michigan, and El Monte, California, used CDBG funds as

collateral to guarantee private lending institutions against risk.

$600,000Lansing placed $200,000 of CDBG funds in escrow to guarantee

in loans and thus secured the participation of local banks in a

rehabilitation program which otherwise would not have been undertaken,

El Monte received a commitment from aaccording to the associate.

local bank of $750,000 for property improvement loans in return for the

As the bank made loans to qualifieddeposit of $300,000 of CDBG funds.

homeowners, 10 percent of the loan amount was deducted from the

$300,000 and placed in a reserve account to pay for any defaulted

Another sum equal to 30 percent of the loans made was placed inloans.

as loans were repaid, the funds from this revolving,a second account;

non-interest-bearing account reverted to the city.

In Jacksonville, Florida, the interest subsidy approach was

subsidize theThat city allocated second-year funds toadopted.

reducing thefor home repairs,interest on conventional bank loans

effective interest rate to 3 percent for the borrower.

1
Hi; i I

=
ii! -iii =m
=

■ —-•:
I E



240

PROGRAM IMPLEMENTATION PROBLEMS

With the wide range in design of housing rehabilitation programs

As noted inhas also come a range of success in getting them underway.

chapter 5, unspent housing rehabilitation funds were a major component

of total unspent first-year CDBG funds. Difficulties were caused by

the kind ofadministrative inexperience, differing views on

rehabilitation approach to use, and suspicion of the program by

potential recipients of loans and grants.

n Phoenix, for example, it became apparent early in the first year

that the administrative, legal, and organizational details of the

city's Residential Restoration and Preservation Program had not been

fully worked out. The project coordinator was not hired until four

months after the start of the CDBG program year. The Phoenix associate

indicated also that the housing effort was a source of continuing

conflict between city council and housing commission members, who

disagreed on the feasibility of rehabilitation in the specified target

"Opponents of the program spent most of the first yeararea.

collecting data and arguing that the program should be abandoned.

Proponents fought to maintain the housing rehabilitation program by

arguing that abandonment would simply reinforce the alienation of the

area's low-income inhabitants. The result was a stalemate."
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Evanston, Illinois, allocated 18 percent of its first-year grant

and almost 37 percent of its second to housing rehabilitation. At the

end of the first program year, 24 percent of the first-year funds

remained unspent as a result of administrative delays and skepticism b'

lower-income homeowners. The associate reported,

/ The house-by-house nature of the program required greater start-up
/ time than was anticipated to establish procedures and funding
I criteria. In addition, the number of applicants was far below 
1 expectations. There may have been some wariness of the program
l among lower-income people, which deterred them from applying for
\ loans and grants even though their houses needed rehabilitation.
J This suspicion may have been justified since the Housing
* Rehabilitation Board seldom gave outright grants, and loans were 

often given at conventional rates.

ti

In some cases the obstacle to implementation was reluctance by both

In Rochester, New York, for example, the Homeborrower and lender.

Improvement Rehabilitation Loan Program was slow to get off the ground

during the first year because of this reluctance, requiring soi y

These included (1) changing the grant subsidy te—theprogram changes.

homeowner from a sliding scale of 5 to 35 percent to a flat 35 percent

(2) expanding the geographic eligibility fromof rehabilitation costs;

the CDBG target area to the entire city; and (3) including as property 

owners persons who purchase a home directly from the city at public 

auction and agree to occupy it once it is repaired. The change in 

geographic eligibility is particularly noteworthy since it provides 

evidence of the reluctance of some private lending institutions to make 

loans on property in certain parts of a community. Making the program 

citywide also expanded the pool of potential borrowers. The result was

■is;
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"The netThe field associate reported,an increase in applications.

effect of these changes was positive—so positive in fact that just six

months into the second program year all CDBG funds for leveraging

housing rehabilitation capital carried over from the first year and 

almost all of the funds for the second year had been exhausted."

In Chicago, the lack of qualified applicants and the shortage of

private loan funds in rehabilitation target areas have been obstacles

to that city's implementation. In the first year of the program, $3

million was budgeted but $1 million was eventually diverted to other

programs; only three units were rehabilitated. In the second year, $3

million was again budgeted but only eighty-eight units were assisted.

One reason for the few units rehabilitated through this program is that 

the city's $10,000 maximum grant per unit does not appear to be high

enough to cover the substantial amount of rehabilitation work needed,

given the high cost of this work and the limited ability of applicants 

to obtain supplemental funding from private lenders. Although the city

anticipated leveraging $12 million in private funds, it is likely that 

the only people who will use CFAP in the city's older neighborhoods are 

those eligible for 100 percent grants. Many people in the $8,000

income range cannot afford to pay 20 percent of the

An additional program feature contributing 

to the lack of applicants is the application process which requires 

each unit to be inspected by

cost of

rehabilitating their homes.

a task force of the city's building 

department and electrical division. While the inspection is likely to
O
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uncover numerous code violations there is no guarantee that the 

applicant will be accepted into the program, or if accepted, that the 

grant will be sufficient to make all required repairs.

STRATEGY AND BENEFITS

Targeting

A major issue that comes up in discussions of CDBG housing

rehabilitation activities is the question of geographic and income

group targeting. Should a community concentrate its funds in target

neighborhoods or should it adopt a communitywide rehabilitation

program? If the neighborhood targeting approach is selected, should it

be a "worst first" or "transitional" neighborhood strategy? The

answers to these questions often determine which income groups will

A "worst first" neighborhood strategy isbenefit from the program.

likely to benefit more lower-income persons than a transitional

neighborhood approach since the latter is likely to include more

residents above the low- and moderate-income level, the intended

beneficiaries of the CDBG program. Furthermore, for some recipient

jurisdictions a communitywide program may spread resources so broadly

as to dilute the potential for significant impact on the condition of

the city's deteriorated housing stock. On the other hand, in
-

communities that do not have a concentrated area of deteriorated

■—
-"
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housing, a communitywide program may halt the spread of pockets of

decay.

The transitional neighborhood approach was the dominant strategy

Among the exceptions were Denver,adopted by the sample jurisdictions.

Sioux Falls,which chose the "worst first" approach, and East Orange,

Mount Vernon, and Rochester, which adopted communitywide rehabilitation

Some examples help to illustrate the variousfor lower-income housing.

Denver ("worst first"), Raleigh (transitional),geographic approaches:

and Rochester (communitywide).

Capsule 6-3. Denver, Colorado
Percent of pre-1940 housing: 41

Denver officials focused their CDBG housing effort on 
rehabilitation of slums in two former model city target areas. Grants 
up to $5,000 and low-interest loans at 3 to 6 percent were made 
available for lower-income owner-occupants of single-family homes 
within the target areas. With the exception of a few severely blighted 
pockets within stable neighborhoods, areas outside the slum 
neighborhoods were excluded from the program. This emphasis on slum 
housing resulted from agreement between city officials and citizens 
that "one of the primary purposes of the CDBG program was to eliminate 
slums and blight and to prevent further blighting influences." In 
addition, the emphasis on slum areas reflected a continuing commitment 
to programs begun with the model cities grant.

!'
■

Capsule 6-4. Raleigh, North Carolina
Percent of pre-1940 housing: 24.8

Benefits under Raleigh's second-year program were highly 
to a particular target area. However, according to the associate, "it 

a different kind of target area from that treated by the previous
the focus was on redeemable 

The program combined 
The decision to try to preserve

localized

was
categorical
neighborhoods, not those already past repair." 
rehabilitation loans and grants.

This time,programs•

i
;
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,salvageable neighborhoods was based on a determination to keep the 

black middle class in the city*
g

Capsule 6-5. Rochester, New York
Percent of pre-1940 housing: 79*5

:

Rochester expanded geographic eligibility for its housing 
rehabilitation loan and grant program from the CDBG target area to the 
entire city during the first program year. Income limits and owner 
occupancy were the only requirements for program participation. 
Homeowners throughout the city whose incomes ranged from $9,950 to 
$19,900, depending on family size, were eligible for subsidies of 35 
percent of bank loans up to $5,000. Homeowners with incomes in the low 
or very low income categories could qualify for CDBG grants up to 
$3,500. Rochester officials, in justifying the citywide housing 
rehabilitation program, cited the Brookings city-suburb disparities 
index in which Rochester's disadvantage relative to its suburbs was 
eighth highest among fifty-five SMSA's in the study. They argued that 
"making CDBG funds available to low- and moderate-income residents on a 
citywide basis to fix up their property is a positive step in reducing 
that disadvantage through stabilization of neighborhoods that are 
beginning to deteriorate but still have the attributes to attract 
middle-income people."

h

Eligibility

The Rochester capsule highlights the targeting question as it

within the designated geographic area, be itrelates to income level:

or municipality, who is eligible toneighborhood, census tract,

receive grants or subsidized loans?participate in the program, to 

Some sample communities tied eligibility merely to residence in the

which often tended to spread the benefits among incometarget area,

County's Neighborhoodunder AlleghenyFor example,groups.

were available to anyrehabilitation loansPreservation Program,

i
I
*
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resident in the target neighborhoods in selected municipalities. The

two criteria used in selecting target neighborhoods were (1) at least

50 percent of its residents must be homeowners, and (2) median income

should be not less than $7,500, an income floor that would generally

exclude neighborhoods with concentrations of lower-income families.

Any resident homeowner within the project boundaries whose home needed

repairs to correct code violations was eligible for a loan.

Other communities, like Rochester, used an income test to establish

but in many cases the level was set so that benefits wereeligibility,

extended to recipients above the low- and moderate-income levels. In

Marlborough, Massachusetts, rehabilitation rebates were available to

any family with an income of $14,000 or less. The associate noted

"since the $14,000 limit is taxable, not gross income, it isthat,

possible that rebates are going to persons with incomes at or near

$20,000." Chicago, as noted earlier, made housing rehabilitation

rebates available on a sliding scale to families with gross incomes up

to $25,000.

In some cities, the elderly and handicapped received special

consideration. In addition to serving as an eligibility test, family

income was also used by many units to scale the subsidy. In Denver,

grants, on a graduated basis, were available for homeowners with

incomes up to $8,100; interest rates on loans were also scaled to

income.

|
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housingtested, CDBGIn sum, whether geography or income

rehabilitation benefits clearly have spilled over to some recipients

above the low- and moderate-income levels. This focuses an important

If CDBG housingconflict among the multiple goals of the CDBG program. H-
i.

rehabilitation expands in the future, as appears likely, this activity

could produce a significant spreading effect among income groups in jji

some communities. However, such rehabilitation may help to achieve a

second CDBG goal—the prevention of slums and blight. Further, the

spreading of benefits to higher income groups may be beneficial from

another standpoint. It is reasoned by some that housing rehabilitation

assistance should be made available to homeowners above the low- and

moderate-income level to encourage them to remain in their

neighborhoods and help stabilize them.

The issue of geographic and income group targeting was involved in

the 1977 CDBG legislative changes. Adopting language from the Senate

version of the Housing and Community Development Act, the House-Senate

conferees, referring to housing rehabilitation, stated:

A community • . • should, except where it has been demonstrated to 
the Secretary that it is necessary to assist low- and 
moderate-income housing deconcentration, to meet immediate 
relocation needs, or to eliminate conditions detrimental to public 
health and safety, concentrate its efforts in contiguous neighbor
hood areas [2] .

2. Housing and Community Development Act of 1977^Conference Report,
Rept. 95-634, 95:1 (1977), p. 50, emphasis added.H.

:
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In terms of income group targeting, the Senate sought to tighten up

language on benefits to low- and moderate-income groups while thethe

to benefit from the CDBGHouse wanted to allow other income groups

program "in order to induce higher-income persons to remain in, or

return to, the community" [3]. Although the final version retained an

the 1977orientation toward the low- and moderate-income groups,

legislation does permit communities to include in their applications

programs that benefit higher income groups directly as part of a

community development strategy aimed at retaining or attracting such

For CDBG housing rehabilitation activities, the newresidents.

legislative language is, in effect, catching up with the practice.

if HUD vigorously enforces a policy to direct more CDBGHowever,

benefits to low- and moderate-income groups, there is likely to be

considerable conflict between that policy and expanding housing•:;

rehabilitation programs that extend substantial benefits directly to

groups above the low- and moderate-income levels.

The interplay of these various strategy and benefit issues is shown

by the example of Worcester, Massachusetts, where a major housing 

rehabilitation program was established in the second program year.

3- Ibid., p. 50.
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Capsule 6-6. Worcester, Massachusetts
Percent of pre-1940 housing: 74.4

Worcester is an old industrial city in central Massachusetts. 
Three-quarters of its housing stock was built before 1940 and most of 
this consists of three-decker wooden homes housing three families, 
built more than fifty years ago. In the initial planning of the city's

A nonprofitrehabilitation program, targeting was a principal issue, 
organization with rehabilitation experience under model cities wanted 
to concentrate in the city's core area before further deterioration 
occurred. However, this organization opposed the inclusion of one of 
the worst core-city neighborhoods because its members felt housing 
conditions were so deteriorated that too much money would have to be 
spent for too little impact. The local redevelopment authority, on the 
other hand, urged adoption of a transitional neighborhood approach in a 
residential area adjacent to the core-city area, 
adopted a mixed approach, including one neighborhood in the core area 
and two neighborhoods outside of the central area.

In establishing eligibility standards, the city adopted an approach 
it felt would both help low- and moderate-income groups and keep 
better-off residents in the target neighborhoods. The program is a mix 
of public grants and private sector loans. Adjusting for number of 
dependents, if adjusted gross family income is $17,500 or less the 
homeowner is eligible for a grant of 25 percent of the rehabilitation 
cost up to $2,000 on a single-family dwelling, $2,500 for a two-family 
dwelling,
adjusted gross income is $6,000 or less the grant may go up to 50 
percent. This latter arrangement is intended to take care of the heavy 
concentrations of elderly in the target neighborhoods, 
the associate, "In the deteriorating and transitional neighborhoods of 
Worcester, there tends to be a considerable mix of income groups and it 
was felt that if neighborhood preservation was to be achieved, then 
funds must be made available to a rather broad spectrum of income 
groups and not just low and moderate by HUD definitions."

The city finally

and $3,000 for a three-to-seven-family structure. If

According to

'Gentrification"

The potential contribution of CDBG rehabilitation activities to 

neighborhood stabilization is also related to "gentrification"—the

restoration of older, deteriorating housing by middle- or upper-income

persons.
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familiar pattern in manyThe past thirty years have witnessed a

the white middle class to theAmerican cities: the departure of

suburbs and the concentration of lower-income people in the central

In terms of housing, this has resulted in a "trickle down"; thecity.

housing left behind becomes available to lower income groups.

Sometimes this housing is bought by the occupant but often it is bought

In many cases what was formerly aand rented to lower-income families•

single-family, owner-occupied home is converted into a multifamily

dwelling.

"Trickle down" housing is often better housing than what was

Over time, however, somepreviously available to lower-income persons.

of this housing tends to deteriorate for lack of both interior and

As rental housing for lower-income persons, itexterior repairs.

becomes harder to maintain. The deterioration of inner city housing

often coincides with a new interest in rehabilitating older housing for

middle- and upper-income residents. In some cities buyers and

developers are going back to older neighborhoods, buying up older

"gut"housing, and carrying out rehabilitation, involving the

demolition of virtually everything but the interior building shell, and

then rebuilding the interior, refurbishing the exterior, and

modernizing the facilities. This process of "gentrification" has taken

place in a number of cities.

.

i
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Gentrification has a positive result in terms of building up a

city's middle-income population and hence its tax base, which in turn

in thecan lead to commercial revitalization- But it also results

displacement of lower-income persons who had moved into these

neighborhoods as they were trickling down- As the neighborhoods are

this housing "trickles" back up and displaced families mustrestored,

find housing elsewhere.

CDBG housing rehabilitation, on the other hand, generally has a

It is directed mainly at neighborhooddifferent orientation.

stabilization, i.e., at assistance for owner-occupied housing and/or

Such stabilization may be more easily achieved inrental units.

neighborhoods with owner-occupied housing than where lower-income

rental units are dominant. In the latter case resident displacement

could result unless additional rental subsidies are available. Where

rehabilitation is partially or wholly financed through a loan, thethe

property owner is likely to offset the loan costs by increasing rents.

in lower-income tenants being replaced byThis in turn may result

higher-income tenants who can afford the higher rent. To prevent such

displacement section 8 or some comparable subsidies may be necessary,

thus packaging CDBG rehabilitation with rental assistance.

The effects of a CDBG rehabilitation program thus must be viewed

not only in terms of general neighborhood enhancement but also in terms

the displacement of lower-income families byof its impact on

higher-income groups. ' s
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Spatial Deconcentration

One of the major objectives of the CDBG legislation is to assist in

bringing about the spatial deconcentration of low- and moderate-income

(a) dispersion ofSpatial deconcentration has two dimensions:groups.

low- and moderate-income groups within a political jurisdiction from

areas where these groups are concentrated to better-off sections of the 

(b) dispersion of low- and moderate-income population fromcommunity;

For many communities thiscentral cities into the surrounding suburbs.

spatial deconcentration involves major shifts of population. Given the 

competing demands for block grant funds in many communities and the

limited amount of funds involved, it is unlikely that block grant money

alone can accomplish such major shifts.

The spatial deconcentration goal also focuses some important

l conflicts within the CDBG legislation. CDBG funds used to improve the

physical environment and to expand social services for low- and 

moderate-income population in target areas of a community help to 

achieve the income targeting objective of the law but may hinder

For example, if a community allocates funds 

for the rehabilitation of low-income housing in a neighborhood with a 

concentration of low-income population, it may directly and immediately 

benefit low-income persons but at the same time encourage those persons

spatial deconcentration.

to remain in the area of concentrated low-income population, 

other hand, if the rehabilitation results 

income

On the

in displacement of the lower 

groups from the target neighborhood, they may be forced to move
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theinto other low-income neighborhoods thereby increasing

Thus, housing rehabilitation, aconcentration in the latter area.

major and growing activity under the CDBG program, is not a good

vehicle for spatial deconcentration and may, in some cases, contribute

to the concentration of lower-income groups.

HOUSING PROGRAM COORDINATION

The 312 Program

Housing rehabilitation programs funded wholly or in part with CDBG

funds were not the only such programs in the sample jurisdictions.

Twenty-six sample units received federal funds for home rehabilitation

loans under section 312 of the Housing Act of 1964 (described below).

Associates for Boston, Carbondale, Chicago, Durham, Los Angeles County,

and Philadelphia specifically noted coordination between second-year

CDBG allocations and section 312.
i
Si!The Housing Act of 1964 provided in section 312 for rehabilitation
$loans to property owners in urban renewal and concentrated code i
;!
■IOtherenforcement areas to bring property up to code standards. rmproperty improvements were also allowed after code compliance was I

achieved. The 312 program was generally part of a major concentrated

neighborhood improvement effort including expenditures for streets, t
sidewalks, and other public facilities. CDBG rehabilitation activities ..

•i

'

i

i
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In Boston,usually more limited than those under the 312 program. 

Carbondale, and Los Angeles County, second-year block grant funds

are

were

In addition, Carbondale,allocated for administration of 312 loans.

Durham, and Philadelphia associates reported that section 312 loans

conjunction with CDBG-funded grants for housingwere used in

rehabilitation. The Philadelphia Redevelopment Authority, for example,

administered a rehabilitation program consisting of section 312 loans

for moderate-income homeowners and CDBG grants for low-income

Durham, after failing in its first program year tohomeowners.

institute a set of complex leveraging arrangements involving loans,

subsidies, and guarantees, established a program for code-related

housing rehabilitation comprised of CDBG grants and section 312

supplemental loans [4]•

The continuing availability of section 312 loans may result in

increased use of CDBG funds for local administration of the 312 program

and more widespread programmatic integration. Another possibility is 

the substitution of 312 funds for block grant money now used to finance

rehabilitation loan programs, thus releasing CDBG funds for other uses.

Nathan et al., Block Grants for Community Development, p. 350.4.
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Urban Homesteading

Urban homesteading is another program directed at preservation of

urban neighborhoods. A federal urban homesteading program was

established in section 810 of the Housing and Community Development Act

of 1974, although several cities had started their own homesteading

programs prior to the federal legislation. The act provides for the

sale of foreclosed Federal Housing Administration property located in

target neighborhoods at nominal cost to individuals or families who m
need such housing. There are no income eligibility requirements in the

!:*federal program (some local programs have income criteria) for purchase

of the foreclosed housing units, only the stipulations that the buyer

must occupy the property as a principal residence for at least three

years, make repairs necessary for compliance with health and safety

codes prior to occupancy, and make any other necessary repairs within

eighteen months of occupancy. Administrative costs—property-rehabili

tation appraisals, marketing costs, and loan processing—are assumed by

the local government or public agency.

theAssociates reported that CDBG funds were allocated for

administration of urban homesteading programs in Atlanta, Boston,

In Philadelphia, CDBG funds were used forPhiladelphia, and St. Louis.
ij-£

counseling and technical rehabilitation assistance. In Boston, CDBG
I! ; !funds were used as collateral to guarantee rehabilitation loans made by
:!
;!■private lending institutions to the local nonprofit group administering
!

the homesteading program. At the end of the first year, the associate I
I
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title and obtains a'’the individual homesteader takesreported,

permanent FHA-insured mortgage loan from a private lender to pay off

CDBG funds are used on a revolvingthe interim construction loan.

i loans forguarantee repayment of private constructionbasis to

rehabilitation work.”

\ ;

SUMMARY COMMENTS
'! !a
iii The variety and extent of housing rehabilitation activities funded,
'•! by the block grant support the decentralization argument that localiii

officials can and would make use of greater program flexibility and1
therefore should have more authority to design programs to meet1:

;iii Variety is found in the different types ofindividual community needs.

housing rehabilitation strategies adopted, the mix of public andi
private funds, the scope of the repair work undertaken, and the many

variations in the eligibility and subsidy rules adopted in this program

area. We are not judging the rehabilitation programs themselves in

terms of programmatic, economic, or social success or failure. We are

I
i

simply saying that communities have taken advantage of decentralization

to design their own programs.

i At the same time, this variety, the product of decentralized

decisionmaking, focuses attention on some of the built-in conflicts andI
i

tensions of the CDBG program. The law specifies, among other goals,

that grants should be used for activities that will principally benefit

!i;

A 1
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i
SI

low- and moderate-income families, aid in the prevention or elimination

of slums or blight, and bring about spatial deconcentration. These
If!

goals, complementary at first reading, do not always coincide in

The prevention of slums or blight may be best achieved bypractice•

providing assistance for housing rehabilitation to families above the

low- and moderate-income levels. On the other hand, focusing housing

rehabilitation funds on lower-income groups may make it easier and
f

pleasanter for lower-income families to remain in areas where they are

fconcentrated than to find housing elsewhere, which goes against the

spatial deconcentration objective of the CDBG act.
!i

The central question becomes: What are the priorities among these l
*

goals ? Is housing rehabilitation to be assessed primarily in terms of

prevention of slums and blight? In terms of income group targeting?

Or in terms of spatial deconcentration? There is also a broader

question, tied to the goal of decentralization: Who will set these

priorities—local federal officials? In many ways, housingor

rehabilitation, the largest single program use for CDBG funds, is also

activity in which the most crucial legislative and value issues ofthe r«
the CDBG program come into sharp focus.

I

■:
■

f:
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Second-Year Housing Rehabilitation ProgramsTable 6-2. 
of Sample Jurisdictions

Amount
allocated

Percentage 
of second-

Program 
expected to

CDBG-funded leverage pri- (thousands year grant 
vate capital of dollars) allocatedJurisdiction program

Central cities:

Atlanta, Ga. 2,200.0X 12.5

Boston, Mass. 8,718.0X X 28.2

Chicago, 111. X 5,100.0X 10.7

Cleveland, Ohio X 3,000.0 18.6

Columbia, S.C. X 259.0 13.4

Denver, Colo. X 5,375.0 33.9

Durham, N.C. X 464.0 19.5

East Lansing, Mich. X 60.0 16.5

Houston, Tex. X 380.0 2.8

Jacksonville, Fla. X 130.0 2.2

Lansing, Mich. X X 1,241.0 17.2

Los Angeles, Calif. X X 4,825.1 12.5

Lubbock, Tex. X 625.4 11.7

Miami, Fla. X 100.0 1.7

Minneapolis, Minn. X 4,863.0 30.5

New York, N.Y. X X 24,173.0 23.6

Newark, N.J. X X 525.0 2.5

Philadelphia, Pa. X X 7,838.2 12.9
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Table 6-2, continued

iAmount
allocated

Percentage 
of second-

Program 
expected to

CDBG-funded leverage pri- (thousands year grant 
vate capital of dollars) allocated

tj

If!
1 {*Jurisdiction program

I:
Central cities (cont*d.); I

Phoenix, Ariz. 742.2 12.9X X !

.Pittsburgh, Pa. 7,023.5 41.0X X j;

lu8.3Portland, Maine 412.2X
I

Raleigh, N.C. 903.3 45.7X

810.0 5.6Rochester, N.Y. X X
ii

2,502.0 15.5XSt. Louis, Mo. X

774.0 11.8San Jose, Calif. X

6.6721.0Seattle, Wash. XX

125.0 3.0Sioux City, Iowa X

150.0 4.9Sioux Falls, S.Dak. X

8.7500.0XWorcester, Mass.

Satellite cities;

1,152.8" 30.8XXCambridge, Mass.

Cleveland
Heights, Ohio

!
,8.830.0XX

10.4262.2XEast Orange, N.J.

300.0 35.2XEl Monte, Calif.

185.0 36.5XEvanston, 111.

75.0 21.6XGreece, N.Y.
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Table 6-2, continued

Amount
allocated

Percentage 
of Second-

Program 
expected to

CDBG-funded leverage pri- (thousands year grant 
vate capital of dollars) allocatedJurisdiction program

Satellite cities (cont'd.):

118.5 23.6Lakewood, Colo. X

16.4Miami Beach, Fla. 205.0X

290.0Mount Vernon, N.Y. 11.2X

Santa Clara, Calif. 100.0 16.7X

Scottsdale, Ariz. 38.0X 2.1

Urban counties:

Allegheny, Pa. 1,750.0X X 22.5

Dade, Fla. X 2,400.0X 11.1

DeKalb, Ga. 100.0X 5.4

King, Wash. X 410.5 11.4

Los Angeles, Calif. X 677.0 3.9

Orange, Calif. X 300.0 10.0

St. Louis, Mo. X X 973.9 21.1

=
-=

-
_
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:Table 6-2, continued

Percentage 
of second-

Amount
allocated

Program 
expected to

CDBG-funded leverage pri- (thousands year grant 
vate capital of dollars) allocated

1
Jurisdiction program

Nonmetropolitan;

Alma, Mich. 103.0 19.4X

30.0 2.6Bangor, Maine X

Carbondale, 111. 347.0 12.8X

65.8Casa Grande, Ariz. 73.2X

22.6Charlottesville, Va. 246.0X X

178.0 16.7Marlborough, Mass. X

69.367.8Pulaski County, 111. X

Source; Field research data.

3

-
I
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APPENDIX I

BROOKINGS MONITORING SAMPLE FOR PROGRAM YEAR 1976, SHOWING DESCRIPTIVE 

STATISTICS, CATEGORICAL PROGRAM EXPERIENCE, AND CDBG ALLOCATIONS
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APPENDIX II

;
PROJECTED CDBG ALLOCATIONS TO ENTITLEMENT JURISDICTIONS IN FISCAL 1980, 

WITH URBAN CONDITIONS INDEX AND INDEX VARIABLES

The table that follows lists the 615 CDBG formula entitlement 
jurisdictions for the third program year and their projected block 
grants for fiscal year 1980. Columns 6 and 7 list projected block 
grant amounts based on the original allocation formula and the new 
formula, respectively. If a jurisdiction's grant under the new formula 
is greater than that under the original formula, this means that the 
jurisdiction benefits from the dual formula approach, 
amounts will change as later population figures are used to make the 
allocations.

Actual grant
;!

The Brookings urban conditions index (column 1) provides a 
comparative measure of distress conditions found in each jurisdiction. 
The index is computed from the following formula: ;.

Percent pre-1940 housingPercent poverty
X

Mean percent pre-1940 housingMean percent poverty

100 + percent of population change

100 + median percent of population change

on the 1970
The index mean is standardized at 100; jurisdictions ranking 

above that level tend to have greater problems of urban distress than 
those lower on the scale.

Percentages of poverty and pre-1940 housing are based 
census.

For the urban counties listed, the projected 1980 allocations are 
based on data elements used by the Department of Housing and Urban 
Development to determine grant amounts for fiscal 1978. 
are small hold-harmless communities and municipalities who chose not to

The urban conditions index for these

Not included j
1 !

participate in the program, 
counties is based on balance-of-county data; that is, the population, 
poverty and housing data for the entire county minus the population, 
poverty and housing counts of the central city (or cities) and any 
suburban cities over 50,000 population.

Following the name of each recipient is a designation of the type 
of jurisdiction it is—CC (central city); SC (satellite city); UC 
(urban county).
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APPENDIX III

Public Law 95-128 
95th Congress, October 12, 1977

An Act
Oct. 12, 1977To amend certain Federal laws pertaining to community development, housing, 

and related programs.

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

Section 1. This Act may be cited as the “Housing and Community Community 
Development Act of 1977”. Development Act

r of 1977.
42 USC 5301 
note.

[H.R. 6655]

Housing and

TITLE I—COMMUNITY DEVELOPMENT

OBJECTIVES AND PURPOSES OF COMMUNITY DEVELOPMENT ACTIVITIES

nSec. 101. (a) Section 101(c) of the Housing and Community Devel
opment Act of 1974 is amended— 42 USC 5301.

(1) by striking out “and” at the end of paragraph (6);
(2) by striking out the period at the end of paragraph (7) and 

inserting in lieu thereof “; and”; and
(3) by adding the following new paragraph after paragraph 

(7):
“(8) the alleviation of physical and economic distress through 

the stimulation of private investment and community revitaliza
tion in areas with population outmigration or a stagnating or 
declining tax base.”

(b) Section 101 (d) (4) of such Act is amended by inserting the 
following before the period at the end thereof: “by Federal agencies 
and programs, as well as by communities”.

S DEFINITIONS

Sec. 102. (a). Section 102(a) of the Housing and Community Devel-' 
opment Act of 1974 is amended—

(1) by striking out “the Trust Territory of the Pacific Islands; 
and Indian tribes, bands, groups, and nations, including Alaska 
Indians, Aleuts, and Eskimos, of the United States” in paragraph 
(1) and inserting in lieu thereof “and the Trust Territory of the 
Pacific Islands”;

(2) by inserting before the period at the end of paragraph (4) 
the following: “; except that any city which has been classified as 
a metropolitan city under clause (JB) of this paragraph shall 
continue to be so classified until the decennial census indicates that 
the population of such city is less than fifty thousand”;

(3) by inserting the following before the period at the end of 
paragraph (5): “which have not entered into cooperation agree
ments with such town or township to undertake or to assist in 
the undertaking of essential community development and housing 
assistance activities”;

(4) by inserting in paragraph (6) “either” before “(B)” and 
by inserting before the period at the end thereof the following: 
“or (C) has a population in excess of one hundred thousand, a

42 USC 5302.

\
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population density of at least five thousand persons per square 
mile, and contains within its boundaries no incorporated places as 
defined by the United States Bureau of Census”;

(5) by redesignating paragraphs (10), (11), (12), and (13) 
paragraphs (17), (18), (19), and (20), respectively; and 

(6j by inserting after paragraph (9) the folio 
graphs:

“(10) The term ‘age of housing’ means the number of existing 
housing units constructed in 1939 or earlier based on data com
piled by the United States Bureau of the Census and referable to 
the same point or period in time.

“(11) The term ‘extent of growth lag’ means the number of 
persons who would have been residents in a metropolitan city or 
urban county, in excess of the current population of such metro
politan citv or urban county, if such metropolitan city or urban 
county had had a population growth rate between 1960 and the 
date of the most recent population count referable to the same 
point or period in time equal to the population growth 
such period of all metropolitan cities.

“(12) The term ‘housing stock’ means the number of existing 
housing units based on data compiled by the United States Bureau 
of the Census and referable to the same point or period in time.

“(13) The term ‘adjustment factor’ means the ratio between 
the age of housing in the metropolitan city or urban county and 
the predicted age of housing in such city or county.

“(14) The term ‘predicted age of housing’ means the arith
metic product of the housing stock in the metropolitan city or 
urban county multiplied times the ratio between the age of hous
ing in all metropolitan areas and the housing stock in all metro
politan areas.

“(15) The term ‘adjusted age of housing’ means the arithmetic 
product of the age of housing in the metropolitan city or urban 
county multiplied times the adjustment factor.

“(16) The term ‘Indian tribe’ means any Indian tribe, band, 
group, and nation, including Alaska Indians, Aleuts, and Eski
mos, and any Alaskan Native Village, of the United States, which 
is considered an eligible recipient under the Indian Self-Deter
mination and Education Assistance Act (Public Law 93-638) or 
under the State and Local Fiscal Assistance Act of 1972 (Public 
Law 92-512).”.

(b) Section 102 of such Act is amended by adding the following new 
subsection at the end thereof: 

exclusion from W) An urban county designated under subsection (a) (6) (B) (i)
urban county of fchls section shall notify, prior to a date set by the Secretary for
population. each year, all incorporated units of general local government the
Notice. populations of which are included in the population of such urban
Ante, p. 1111. county for purposes of this section of their opportunity to exclude 

their population from such urban county. Any unit of general local 
government which has not elected to have its population so excluded 
shall have its population included within the population of such urban 
county for purposes of this section until it, on its own initiative, elects 
to exclude its population by notifying the urban county 
a date set by the Secretary. .

as

wing new para-

rate for

25 USC 450 note.

31 USC 1221 
note.
Local

on or before
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AUTHORIZATIONS

Sec. 103. (a) The first sentence of section 103(a) (1) of the Housing 
and Community Development Act of 1974 is amended by inserting 42 USC 5303. 
“and Indian tribes” after “units of general local government”.

(b) Section 103(a)(1) of such Act is amended by striking out 
everything after the first, sentence and inserting in lieu thereof the 
following: “There are authorized to be appropriated for these pur
poses not to exceed $3,500,000,000 for the fiscal year 1978, not to 
exceed $3,650,000,000 for the fiscal year 1979, and not to exceed 
$3,800,000,000 for the fiscal year 1980. Any amount authorized for 
any fiscal year under this section but not appropriated for such year 
may be appropriated for any succeeding fiscal year.”.

(c) Section 103(a) (2) of such Act is amended to read as follows:
“(2) Of the amounts approved in appropriations Acts pursuant to

paragraph (1), $50,000,000 for each of the fiscal years 1975 and 1976,
$200,000,000 for the fiscal year 1977 (not more than 50 per centum of 
which amount may be used under section 106(d) (1)), $350,000,000 for Post, p. 1117. 
the fiscal year 197*8 (of which not more than $175,000,000 may be used 
under such section), $265,000,000 for the fiscal year 1979 (of which 
not more than $25,000,000 may be used under such section), and 
$250,000,000 for the fiscal year 1980 (none of which may be used 
under such section) shall be added to the amount available for alloca
tion under section 106(d) and shall not be subject to the provisions 
of section 107.”

(d) Section 103(b) of such Act is amended—
(1) bv striking out “for the fiscal year 1977,” and inserting 

in lieu thereof “for each of the fiscal vears 1977, 1978, 1979, and 
1980”:

(2) by striking out “to units of general local government hav
ing urgent community development needs which cannot be met” 
and inserting in lieu thereof “for the financial settlement and, to 
the extent feasible, the completion of projects and programs 
assisted under the categorical programs terminated in section 
116(a), primarily urban renewal projects assisted under the Hous
ing Act of 1949, to units of general local government which require 
supplemental assistance which cannot be provided”; and

(3) by adding at the end thereof the following new sentence:
“No funds shall be made available under this subsection (1) for 
fiscal year 1978 unless the amount appropriated under subsection 
(a) for fiscal year 1978 is at least $3,500,000,000; (2) for fiscal 
year 1979 unless the amount appropriated under subsection (a) 
for fiscal year 1979 is at least $3,650,000,000; or (3) for fiscal year 
1980 unless the amount appropriated under subsection (a) for 
fiscal year 1980 is at least $3,800,000,000.”.

(e) Section 103 of such Act is amended by redesignating subsections 42 USC 5303. 
(c) and (d) as subsections (d) and (e), respectively, and by adding
the following new subsection after subsection (b):

“(c) There is authorized to be appropriated a sum not in excess of 
$400,000,000 for supplemental grant assistance under section 119 for Post. p. 1125. 
each of the fiscal years 1978,1979, and 1980, except that no funds shall 
be made available for such purpose (1) for fiscal year 1978 unless the 
amount appropriated under subsections (a) and (b) for fiscal year
1978 is at least $3,600,000,000; (2) for fiscal year 1979 unless the 
amount appropriated under subsections (a) and (b) for fiscal year
1979 is at least $3,750,000,000; or (3) for fiscal year 1980 unless the 
amount appropriated under subsections (a) and (b) for fiscal year
1980 is at least $3,900,000,000.”.

Post, p. 1123. 
42 USC 5303.

42 USC 5316. 
42 USC 1441 
note.

I
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ArriJCATION REQUIREMENTS

Sec. 104. (a) Section 104(a) of the Housing and Community Devel
opment Act of 1974 is amended— .

(1) by inserting “and housing” in paragraph (1) after “which 
identifies community development”;

(2) by inserting after “needs” in paragraph (2) (B) the fol
lowing: including activities designed to revitalize neighbor
hoods for the benefit of low- and moderate-income persons,”;

(3) by striking out “and” at the end of paragraph (3) (A); by 
striking out the semicolon at the end of paragraph (3) (B) and 
inserting in lieu thereof “and in a manner to insure fully oppor
tunity for participation by, and benefits to, the handicapped; 
and”; and by inserting the following new subparagraph after 
paragraph (3) (B):

“(C) improve conditions for low- and moderate-income 
persons residing in or expected to reside in the community 
and foster neighborhood development in order to induce 
higher-income persons to remain in, or return to, the 
community;”;

(4) by striking out paragraph (4) and inserting in lieu thereof 
the following:

“ (4) submits a housing assistance plan which—
“ (A) accurately surveys the condition of the housing stock 

in the community and assesses the housing assistance needs of 
lower-income persons (including elderly and handicapped 
persons, large families, and persons displaced or to be dis
placed) residing in or expected to reside in the community 
and identifies housing stock which is in a deteriorated 
condition,

“(B) specifies a realistic annual goal for the number of 
dwelling units or lower-income persons to be assisted, includ
ing (i) the relative proportion of new, rehabilitated, and 
existing dwelling units, (ii) the sizes and types of housing 
projects and assistance best suited to the needs of lower- 
income persons in the community, and (iii) in the case of 
subsidized rehabilitation, adequate provisions to assure that 
a preponderance of persons assisted should be of low- and 
moderate-income, and

“(C) indicates the general locations of proposed housing 
for lower-income persons, with the objective of (i) furthering 
the revitalization of the community, including the restoration 
and rehabilitation of stable neighborhoods to the maximum 
extent possible, and the reclamation of the housing stock 
where feasible through the use of a broad range of techniques 
for housing restoration by local government, the private sec
tor, or community organizations, including provision of a 
reasonable opportunity for tenants displaced as a result of 
such activities to relocate in their immediate neighborhood,
(ii) promoting greater choice of housing opportunities and 
avoiding undue concentrations of assisted persons in areas 
containing a high proportion of low-income persons, and
(iii) assuring the availability of public facilities and services 
adequate to serve proposed housing projects;”; and

(5) by striking out paragraph (6) and inserting in lieu thereof 
the following:

42 USC 5304.

Housing
assistance
plan.
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“(6) provides satisfactory assurances that, prior to submission Citizen 
of its application, it has (A) prepared and followed a written participation 
citizen participation plan which provides citizens an opportunity P,an- 
to participate in the development of the application, encourages 
the submission of views and proposals, particularly by residents 
of blighted neighborhoods and citizens of low- and moderate- 
income, provides for timely responses to the proposals submitted, 
and schedules hearings at times and locations which permit broad 
participation; (B) provided citizens with adequate information 
concerning the amount of funds available for proposed community 
development activities and housing activities, the range of activ
ities that may be undertaken, and other important requirements;
(C) held public hearings to obtain the views of citizens on com
munity development and housing needs; and (D) provided citi
zens with an opportunity to submit comments concerning the 
community development performance of the applicant; but noth
ing in this paragraph shall be construed to restrict the responsi
bility and authority of the applicant for the development of the 
application and the execution of its community development 
program.”.

(b) Section 104(b)(2) of such Act is amended—
(1) by striking out “low- or moderate-income” in the first 

sentence and inserting in lieu thereof “low- and moderate- 
income”; and

(2) by striking out all after “urgency” in the second sentence 
and inserting in lieu thereof “because existing conditions pose a 
serious and immediate threat to the health or welfare of the com
munity, and other financial resources are not available.”

(c) Section 104(b) (3) of such Act is amended—
(1) by striking out clauses (B) and (C) and inserting in lieu 

thereof “(B) the application does not involve a comprehensive 
community development program, as determined by the Secre
tary, and”; and

(2) by redesignating clause (D) as clause (C).
(d) Section 104(c)(3) of such Act is amended by inserting after 

“the requirements of this title” the following: “, with specific regard 
to the primary purposes of principally benefiting persons of low- and 
moderate-income or aiding in the prevention or elimination of slums 
or blight or meeting other community development needs having a 
particular urgency,”.

(e) Section 104(d) of such Act is amended—
(1) by inserting after the first sentence the following: “The 

performance report shall include any citizen comments submitted 
pursuant to subsection (a)(6)(D) and the Secretary shall con
sider such comments, together with the views of other citizens and 
such other information as may be available, in carrying out the 
provisions of this subsection.”; and

(2) by adding at the end thereof the following: “With respect Grants, 
to grants made pursuant to sections 106(d) (2) and 106(f) (1) (B), Post, p. 1117. 
the Secretary may adjust, reduce, or withdraw grant funds, or 
take other action as appropriate in accordance with such reviews 
and audits, except that funds already expended on eligible activi
ties under this title shall not be recaptured or deducted from 
future grants made to the recipient”.

(f) Section 104(e) of such Act is amended by adding the following 
new sentence at the end thereof: “In addition, the Secretary may pro
vide an opportunity for the State, in which a grant is to be made to

.*Ante, p. 1114.' *
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a unit of general local government under section 106(d)(2) or 106 
(f) (1) (B), to participate in the selection process for funding such 
grants. Such participation may include, as determined practicable by 
the Secretary, the incorporation of State growth and resource coordi
nation policies in funding decisions on such grants, or such other 
arrangements, excluding administration of the grants referred to in 
the preceding sentence, as the Secretary deems appropriate.”.

(g) Section 104 of such Act is amended by adding the following 
new subsection at the end thereof:

“(i) (1) The Secretary shall, in making funds available to the recipi
ents of grants under this title, permit any such recipient to receive 
funds, in one payment, in an amount not to exceed the total amount 
designated in the recipient’s application, and approved by the Secre
tary pursuant to this section, for use by the recipient for establishing 
a revolving loan fund which is to be established in a private financial 
institution and which is to be used to finance rehabilitation activities 
that are part of the recipient’s community development program. The 
Secretary may, as a condition of making such payment, require that 
the revolving loan fund be utilized for the making of loans to finance 
rehabilitation activities in a manner consistent with this title. Reha
bilitation activities authorized under this section shall begin within 
forty-five days after the Secretary has made such payment.

“(2) The Secretary shall establish standards for such cash pay
ments which will insure that the deposits result in appropriate benefits 
in support of the recipient’s rehabilitation program. These standards 
shall be designed to assure that the benefits to be derived from the 
local program include, at a minimum, one or more of the following 
elements, or such other criteria as determined by the Secretary—

“(A) leverage of community development block grant funds 
so that participating financial institutions commit private funds 
for loans in the rehabilitation program in amounts substantially 
in excess of deposit of community development funds;

“(B) commitment of private funds for rehabilitation loans at 
below-market interest rates or with repayment periods lengthened 
or at higher risk than would normally be taken;

“(C) provision of administrative services in support of the 
rehabilitation program by the participating lending institutions; 
and

42 USC 5306.

Ante, p. 1114.

Payments,
standards.

“(D) interest earned on such cash deposits shall be used in a 
manner which supports the community rehabilitation program. 

At the time of application, the Secretary shall review and approve all 
agreements with lending institutions which receive funds tor com
munity rehabilitation programs. Such approval shall be made on a 
case-by-case basis, and upon a determination by the Secretary that the 
agreement with the lending institution meets minimum benefit stand
ards as listed in this paragraph.”.

Agreements, 
review and 
approval.

ELIGIBLE ACTIVITIES

Sec. 105. (a) Section 105(a) of the Housing and Community Devel
opment Act of 1974 is amended by inserting the following after “under 
this title” the first time it appears therein: “shall consist of activities 
which assist in carrying out a comprehensive strategy for meeting 
the community development and housing needs and priorities identi
fied pursuant to section 104, giving primary attention to activities 
benefiting low- and moderate-income persons and neighborhoods, aid
ing in the prevention or elimination of slums or blight, or meeting

42 USC 5305.
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other community development needs having a particular urgency.
These activities”.

(b) The parenthetical expression in section 105(a) (4) of such Act Ante, p. 1116. 
is amended to read as follows: “(including interim assistance, and 
financing public or private acquisition for rehabilitation, and reha
bilitation, of privately owned properties) ”,

(c) Section 105(a) (8) of such Act is amended by striking out “eco
nomic development,”, and by inserting before the semicolon at the end 
thereof the following: “, and if such services have not been provided 
by the unit of general local government (through funds raised by such 
unit, or received by such unit from the State in which it is located) 
during any part of the twelve-month period immediately preceding 
the date of application submission for funds which are to be made avail
able under this title, and which are to be utilized for such services, 
unless the Secretary finds that the discontinuation of such services was 
the result of events not within the control of the applicant”.

(d) Sect ion 105(a) of such Act is amended—
(1) by striking out “and” at the end of paragraph (12);
(2) by striking out the period at the end of paragraph (13) and 

inserting in lieu thereof “; and”; and
(3) by adding at the end thereof the following new paragraphs:
“(14) activities which are carried out by public or private non

profit entities when such activities are necessary or approp 
meeting the needs and objectives of the community development
plan described in section 104(a) (1), including (A) acquisition of Ante, p. 1114. 
real property; (B) acquisition, construction, reconstruction, reha
bilitation, or installation of (i) public facilities, site improve
ments, and utilities, and (ii) commercial or industrial buildings or 
structures and other commercial or industrial real property 
improvements; and (C) planning; and

“(15) grants to neighborhood-based nonprofit organizations, 
local development corporations, or entities organized under sec
tion 301 (d) of the Small Business Investment Act of 1958 to carry 15 USC 681. 
out a neighborhood revitalization or community economic develop
ment project in furtherance of the objectives of section 101(c).”. Ante, p. 1111.

riate to

ALLOCATION AND DISTRIBUTION OF FUNDS

Sec. 106. (a) Section 106(a) of the Housing and Community Devel
opment Act of 1974 is amended by striking out “(2) or (3)” in the 42 USC 5306. 
second sentence and inserting in lieu thereof “(1) or (2)”.

(b) Section 106(b) of such Act is amended by striking out para- Metropolitan 
graphs (1) through (4) and inserting in lieu thereof the following: city-

“(b) (1) The Secretary shall determine the amount to be allocated to 
each metropolitan city which shall be the greater of an amount that 
bears the same ratio to the allocation for all metropolitan areas as 
either—

“ (A) the average of the ratios between—
“(i) the population of that city and the population of all 

metropolitan areas;
“(ii) the extent of poverty in that city and the extent of 

poverty in all metropolitan areas; and
“(iii) the extent of housing overcrowding in that city and 

the extent of housing overcrowding in all metropolitan areas;

Ratios, average.

or
“(B) the average of the ratios between—
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“(i) the extent of growth Jag in that city and the extent 
of growth Jag in all metropolitan cities;

“(ii) the extent of poverty in that city and the extent of 
poverty in all metropolitan areas; and 

“(iii) the age of housing in that city and the age of hous
ing in all metropolitan areas.

“ (2) The Secretary shall determine the amount to l>e allocated to 
each urban county, which shall be the greater of an amount that bears 
the same ratio to the allocation for all metropolitan areas as either— 

“ (A) the average of the ratios between—
“(i) the population of that urban county and the popula

tion of all metropolitan areas;
“(ii) the extent of poverty in that urban county and the 

extent of poverty in all metropolitan areas; and 
“(iii) the extent of housing overcrowding in that urban 

county and the extent of housing overcrowding in all metro
politan areas; or

“ (B) the average of the ratios between—
“(i) the extent of growth lag in that urban county and the 

extent of growth lag in all metropolitan cities and urban 
counties;

“(ii) the extent of poverty in that urban county and the 
extent of poverty in all metropolitan areas; and 

“(iii) the age of housing in that urban county and the age 
of housing in all metropolitan areas.

“(3) In determining the average of ratios under paragraphs (1) 
(A) and (2) (A), the ratio involving the extent of poverty shall be 
counted twice, and each of the other ratios shall be counted once; and 
in determining the average of ratios under paragraphs (1) (B) and 
(2) (B), the ratio involving the extent of growth Jag shall be counted 
once, the ratio involving the extent of poverty shall be counted one 
and one-half times, and the ratio involving the age of housing shall be 
counted two and one-hal f times.”.

(c) Section 106(b) (5) of such Act is amended—
(1) by striking out “(5)” and inserting in lieu thereof “(4)”;

Urban county. ,

Ratios, average.

Ante, p. 1117.

and
(2) by striking out “receive” and inserting in lieu thereof “are 

entitled to”.
(d) Section 106 (c) of such Act is amended—

(1) by striking out “During the first three years for which 
funds are approved for distribution to a metropolitan city or 
urban county under this section” in the first sentence and insert
ing in lieu thereof “With respect to funds approved for distribu
tion to a metropolitan city or urban county under this section 
during fiscal years 1975,1976, and 1977”; and

(2) by inserting “onlv for such funds approved for distribution 
in fiscal years 1975, 1976, and 1977” after “adjusted” in the first 
sentence.

(e) Section 106(d) of such Act is amended to read as follows:
“(d) (1) Any portion of the amount allocated to metropolitan areas

under the first sentence of subsection (a) which remains after the allo
cation of grants to metropolitan cities and urban counties in accord
ance with subsection (b) and any amounts added in accordance with 
the provisions of section 103(a) (2) shall be allocated by the Secretary, 
first, for grants to metropolitan cities, urban counties, and other units 
of general local government within metropolitan areas to meet their 
hold-harmless needs as determined under subsections (g) and (h), and, 
second, in accordance with the provisions of paragraph (2).
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„“(2) Any portion of such amounts which remains afters applying 
the provisions of paragraph (1) shall be utilized by the Secretary for 
grants to units of general local government within metropolitan areas 
(other than metropolitan cities and urban counties), and States for 
use within metropolitan areas, allocating for the metropolitan areas 
of each State the greater of an amount that bears the same ratio to 
the allocation for such areas of all States available under this para
graph as either—

“(A) the average of the ratios between—
“(i) the population of the metropolitan areas in that State 

and the population of the metropolitan areas of all States;
“(ii) the extent of poverty in the metropolitan areas in that 

State and the extent of poverty in the metropolitan areas of 
all States; and

“(iii) the extent of housing overcrowding in the metro
politan areas in that State and the extent of housing over
crowding in the metropolitan areas of all States; or 

“ (B) the average of the ratios between—
“(i) the age of housing in the metropolitan areas in that 

State and the age of housing in the metropolitan areas of 
all States;

“(ii) the extent of poverty in the metropolitan areas in 
that State and the extent of poverty in the metropolitan areas 
of all States; and

“(iii) the population of the metropolitan areas in that 
State and the population of the metropolitan areas of all 
States.

In determining the average of the ratios under subparagraph (A), the 
ratio involving the extent of poverty shall be counted twice and each 
of the other ratios shall be counted once; and in determining the aver
age of the ratios under subparagraph (B), the ratio involving the age 
of housing shall be counted two and one-half times, the ratio involving 
the extent of poverty shall be counted one and one-half times, and the 
ratio involving population shall be counted once. The Secretary shall. Pro rata 
in order to compensate for the discrepancy between the total of the reduction, 
amounts to be allocated under this paragraph and the total of the 
amounts available under such paragraph, make a pro rata reduction 
of each amount allocated to the metropolitan areas in each State under 
such paragraph so that the metropolitan areas in each State will receive 
an amount which represents the same percentage of the total amount 
available under such paragraph as the percentage which the metro
politan areas of the same State would have received under such para
graph if the total amount available under that paragraph had equaled 
the total amount which was allocated under that paragraph.

“(3) If the Secretary approves a grant under paragraph (2) to a Multiyear 
unit of general local government which has a comprehensive commu- commitment 
nity development program with provision for lower-income housing, 
the Secretary may make a multiyear commitment, up to three years, to 
any such unit of general local government for specified grant amounts, 
subject to the availability of appropriations. In determining whether 
to make such a commitment to a unit of general local government, the 
Secretary shall give special consideration to those communities pres
ently carrying out comprehensive community development programs, 
which are subject to the provisions of subsection (h) (2), before mak
ing new commitments. In making grants under paragraph (2), the Annual grant. 
Secretary shall establish for each participating unit of general local 
government an annual grant at an amount meaningful to the size of

Ratios, average.
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the unit and the program identified, and shall consider such factors 
the unit’s engagmg in economic redevelopment activities, past per
formance of tlie unit in community development activities, prior and 
present funding levels under this title, the function of the unit as 
regional center of economic development and activity, impact on the 
unit’s growth of national policy or direct Federal, program decisions, 
the potential for having increased employment within such unit as a 
result of community development activity, the physical and economic 
deterioration within the unit, the age of housing stock and the extent 
of poverty within the unit, the extent to which the unit’s activity or 
program of activities is necessary to alleviate a serious threat to health 
or safety, the capacity of the unit to carry out such programs, and any 
other factors deemed, by the Secretary, to be relevant to carrying out 
the purposes of this title. The Secretary shall make grants under para
graph (2) in such a manner as to insure that a reasonable proportion 
of grants is available to applicants which are not seeking funding for 
comprehensive community development programs. The Secretary may 
accept and approve commitments for annual grants based on compre
hensive community development programs commencing in future fiscal 
years subject only to the availability of appropriations. In computing 
amounts under paragraph (2), there shall be excluded metropolitan 
cities, urban counties, Indian tribes, and units of general local govern
ment which are entitled to hold-harmless grants pursuant to 
subsection (h).”.

(f) Section 106(e) of such Act is amended—
(1) by striking out “during such program period” in the first 

sentence and inserting in lieu thereof “within a reasonable time”; 
and

as

a

Limitation.

Ante, p. 1117.

(2) by striking out “during the same period” in the first 
sentence.

(g) Section 106 (f) of such Act is amended—
(1) by striking out paragraph (1) and inserting in lieu thereof 

the following:
“(f)(1) Of the amount approved in an appropriation Act under 

section 103(a) for grants in anj year (excluding the amount provided 
for use in accordance with sections 103(a) (2) and 107), 20 per centum 
shall be allocated by the Secretary—

“(A) first, for grants to units of general local government out
side of metropolitan areas to meet their hold-harmless needs as 
determined under subsection (h); and 

“(B) second, any portion of such amount which remains after 
applying the provisions of subparagraph (A) shall be utilized by 
the Secretary for grants to units of general local government out
side of metropolitan areas and States for use outside the metro
politan areas, allocating for the nonmetropolitan areas of each 
State the greater of an amount that bears the same ratio to the 
allocation for such areas of all States available under this sub- 
paragraph as either—

“ (i) the average of the ratios between—
“(I) the population of the nonmetropolitan areas in 

that State and the population of the nonmetropolitan 
areas of all States;

“(II) the extent of poverty in the nonmetropolitan 
areas in that State and the extent of poverty in the non
metropolitan areas of all States; and 

“(III) the extent of housing overcrowding in the 
nonmetropolitan areas in that State and the extent of

Ante, p. 1113.

Ratios, average.
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housing overcrowding in the nonmetropolitan areas of all 
States; or

“ (ii) the average of the ratios between—
“(I) the age of housing in the nonmetropolitan areas 

in that State and the age of housing in the nonmetropoli
tan areas of all States;

“(II) the extent of poverty in the nonmetropolitan 
areas in that State and the extent of poverty in the non
metropolitan areas of all States; and 

“(III) the population of the nonmetropolitan areas 
in that State ana the population of the nonmetropolitan 
areas of all States.

In determining the average of the ratios under clause (i) of subpara
graph (B) the ratio involving the extent of poverty shall be counted 
twice and each of the other ratios shall be counted once; and in deter
mining the average of the ratios under clause (ii) of subparagraph 
(B), the ratio involving the age of housing shall be counted two and 

half times, the ratio involving the extent of poverty shall be 
counted one and one-half times, and the ratio involving population 
shall be counted once. The Secretary shall, in order to compensate for Pro rata 
the discrepancy between the total of the amounts to be allocated under reduction, 
subparagraph (B) and the total of the amounts available under such 
subparagraph, make a pro rata reduction of each amount allocated to 
the nonmetropolitan areas in each State under such subparagraph so 
that the nonmetropolitan areas in each State will receive an amount 
which represents the same percentage of the total amount available 
under such subparagraph as the percentage which the nonmetropoli
tan areas of the same State would have received under such subpara
graph if the total amount available under such subparagraph had 
equaled the total amount which was allocated under such 
subparagraph.

“(2) If the Secretary approves a grant under paragraph (1) (B) Multiyear 
to a unit of general local government which has a comprehensive com
munity development program with provision for lower-income 
housing, the Secretary may make a multiyear commitment, up to three 
years, to any such unit of general local government for specified grant 
amounts, subject to the availability of appropriations. In determining 
whether to make such a commitment to a unit of general local 
government, the Secretary shall give special consideration to those 
communities presently carrying out comprehensive community devel
opment programs, which are subject to the provisions of subsection 
(h)(2), before making new commitments. In making grants 
paragraph (1) (B), the Secretary shall establish for each participating 
unit of general local government an annual grant at an amount mean
ingful to the size of the unit and the program identified, and shall 
consider such factors as the unit’s engaging in economic redevelopment 
activities, past performance of the unit in community development 
activities, prior and present funding levels under this title, the func
tion of the unit as a regional center of economic development and 
activity, impact on the unit’s growth of national policy or direct Fed
eral program decisions, the potential for having increased employment 
within such unit as a result of community development activity, the 
physical and economic deterioration within the unit, the age of housing 
stock and the extent of poverty within the unit, the extent to which 
the unit’s activity or program activities is necessary to alleviate a 
serious threat to health or safety, the capacity of the unit to carry 
out such programs, and any other factors deemed, by the Secretary,

one-

commitmenL

under Annual grant.
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to be relevant to carrying out the purposes of this title. The Secretary 
shall make grants under paragraph (1) (B) in such a manner as to 
insure that a reasonable proportion of grants is available to applicants 
which are not seeking funding for comprehensive community develop
ment programs. The Secretary may accept and approve commitments 
for annual grants based on comprehensive communitv development 
programs commencing in future fiscal years subject only to the avail
ability of appropriations. In computing amounts under paragraph 
(1) (B), three shall be excluded units of general local government 
which are entitled to hold-harmless grants pursuant to subsection 
(h) and Indian tribes.”;

(21 by redesignating paragraph (2) as paragraph (3);
(3) by striking out “during such period” in paragraph (3) 

redesignated, ana inserting in lieu thereof “within a reasonable 
time”; and

(4) by striking “during the same period” in such paragraph, 
(h) Section 106(g) (2) of such Act is amended—

(1) by striking out “(b) (2) or (3)” and inserting in lieu 
thereof “(b) (1) (A) or (B), or (2) (A) or (B)”; and

(2) by inserting “, as computed under subsection (b) (1) (A) or 
(A) or (B),” immediately before “shall” in clauses

limitation.

, as

Ante, p. 1117.

(B), or (2) 
(i) and (ii).

(i) Section 106(i) of such Act is amended—
(1) by striking out “population, poverty, and housing over

crowding” ;
(2) by striking out “receive” and inserting in lieu thereof “are 

entitled to”; and
(3) by striking out “(b)(5)” and inserting in lieu thereof 

“(b)(4)”
(j) Section 106 (j) of such Act is amended—

(1) by striking out “not later than thirty days prior to the 
beginning of any program period” in the first sentence and insert
ing in lieu thereof “by such date as the Secretary shall determine”;

(2) by inserting “for a hold-harmless grant for a single year” 
after “eligibility” in the first sentence; and

(3) by striking out “(b) (5)” in the second sentence and insert
ing in lieu thereof “(b) (4)”.

(k) Section 106(1) of such Act is amended to read as follows:
“ (1) Not later than September 30, 1978, the Secretary shall report 

to the Congress with respect to the adequacy, effectiveness, and equity 
of the formula used for allocation of funds under this title, with spe
cific analysis and recommendation as to the feasibility of utilizing 
factors of impaction (such as adjusted age of housing and extent of 
poverty) as a measurement consideration, and the feasibility of utiliz
ing a single formula based on the current factors or others, including 
regional or area differences in income and cost of living. As used in this 
subsection, the term ‘impaction’ means the intensity, measured in terms 
of absolute numbers and proportions of each needs factor.”.

(l) Section 106 of such Act is amended by adding the following new 
subsection at the end thereof:

“(m) In the event that the total amount available for distribution 
under this section in fiscal year 1978 or fiscal year 1979 is insufficient 
to meet all basic grant and hold-harmless entitlement needs as pro
vided pursuant to this section, and funds are not otherwise appropri
ated to meet such deficiency, the Secretary shall meet the deficiency 
through a pro rata reduction of (1) all basic grant and hold-harmless 
entitlement amounts, and (2) funds available under section 106(d) (2)

Funds
allocation
formula,
adequacy.
Report to
Congress.

“Impaction.”

Deficiency.
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(including amounts provided for use under section 103(a)(2)) and 
section 106 (f)(1)(B).”

DISCRETIONARY FUND

Sec. 107. Section 107 of the Housing and Community Development 
Act of 1974 is amended—

(1) by striking out “and 1977,” in subsection (a) and inserting 
in lieu thereof “1977,1978,1979, and 1980,”;.

(2) by striking out “2 per centum” in subsection (a) and insert
ing in lieu thereof “3 per centum”;

(3) by striking out “and units of general local government” in 
subsection (a) (5) and inserting in lieu thereof “, units of general 
local government, and Indian tribes”;

(4) by striking out “and” at the end of subsection (a) (5), by 
striking out the period at the end of subsection (a)(6) and insert
ing in lieu thereof a semicolon, and by adding the following after 
subsection (a) (6)

“(7) to Indian tribes; and
“(8) to States, units of general local government, Indian tribes, Technical 

or areawide planning organizations for the purpose of providing 
technical assistance in planning, developing, and administering 
assistance under this title. The Secretary may also provide such 
technical assistance under this paragraph directly or through 
contracts.”;

(5) by striking out “one-fourth” in subsection (b) and insert
ing in lieu thereof “15 per centum”; and

(6) by adding the following new subsection at the end thereof:
“(d) No grant may be made to an Indian tribe unless the applicant Assurances.

provides satisfactory assurances that its program will be conducted 
and administered in conformity with title II of Public Law 90-284. 25 USC 1301. 
The Secretary may waive, in connection with such grants, the provi- Waiver, 
sions of section 109 and section 110.”

42 USC 5307.

assistance.

GUARANTEE OF LOANS FOR ACQUISITION OF PROPERTY

Sec. 108. Section 108 of the Housing and Community Development 
Act of 1974 is amended—

(1) by striking out subsections (a) and (b);
(2) by redesignating subsections (c), (d), (e), (f), and (g) 42 USC 5308,

as subsections (f), (g), (h), (i), and (j), respectively; 31 USC 711.
(3) by inserting before subsection (f), as redesignated, the 42 USC 5308. 

following :
“(a) The Secretary is authorized, upon such terms and conditions as 

the Secretary may prescribe, to guarantee and make commitments to 
guarantee the notes or other obligations issued by units of general 
local government, or by public agencies designated by such units of 
general local government, for the purposes of financing acquisition of 
real property or the rehabilitation of real property owned by the 
unit of general local government (including such related expenses as 
the Secretary may permit by regulation). Notes or other obligations 
guaranteed pursuant to this section shall be in such form and denomi
nations, have such maturities, and be subject to such conditions as may 
be prescribed by regulations issued by the Secretary.

“(b) No guarantee or commitment to guarantee shall be made with Prerequisites, 
respect to any note or other obligation if the issuer’s total outstanding 
notes or obligations guaranteed under this section would thereby

42 USC 5308.
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exceed an amount equal to three times the amount of the grant 
approval for the issuer pursuant to section 106.

“(c) Notwithstanding any other provision of this title, grants allo
cated to an issuer pursuant to this title (including program income 
derived therefrom) are authorized for use in the payment of principal 
and interest due (including such servicing, underwriting, or other 
costs as may be specified in regulations of the Secretary) on the notes 
or other obligations guaranteed pursuant to this section.

“(d) To assure the repayment of notes or other obligations and 
charges incurred under this section and as a condition for receiving 
such guarantees, the Secretary shall require the issuer to—

“(1) enter into a contract, in a form acceptable to the Secretary, 
for repayment of notes or other obligations guaranteed hereunder;

“(2) pledge any grant approved or for which the issuer may 
become eligible under this title; and

“(3) furnish, at the discretion of the Secretary, such other 
security as may be deemed appropriate by the Secretary in mak
ing such guarantees, including increments in local tax receipts 
generated by the activities assisted under this title or dispositions 
proceeds from the sale of land or rehabilitated property.

“(e) The Secretary is authorized, notwithstanding any other pro
vision of this title, to apply grants pledged pursuant to subsection 
(d) (2) to any repayments due the United States as a result of such 
guarantees.”;

Securities.

Repayment
contract.

(4) by striking out, in the first sentence of subsection (h), as 
redesignated, the following: “may, at the option of the issuing 
unit of general local government or designated agency,” ana 
inserting in lieu thereof “shall”;

(5) by striking out, in the second sentence of subsection (h), 
as redesignated, the following: “In the event that taxable obliga
tions are issued and guaranteed, the Secretary is authorized to 
make, and to contract to make, grants” and inserting in lieu 
thereof “The Secretary is authorized to make, and to contract to 
make, grants, in such amounts as may be approved in appropria
tions Acts,”;

(6) by striking out “such unit or agency has elected to issue 
as a taxable obligation pursuant to subsection (e) of” in subsec
tion (j), as redesignated, and inserting in lieu thereof “is guaran
teed pursuant to”; and

(7) by adding at the end thereof the following:
“(k) Notwithstanding any other provision of this section, the total 

amount of outstanding obligations guaranteed on a cumulative basis 
by the Secretary pursuant to subsection (a) shall not at any time 
exceed $3,500,000,000 or such higher amount as may be authorized 
to be appropriated for sections 106 and 107 for any fiscal year.”.

Grants.

Outstanding
obligations,
limitation.

REPORTING REQUIREMENTS

Sec. 109. Section 113(a) of the Housing and Community Develop
ment Act of 1974 is amended—42 USC 5313.

(1) by striking out “and” at the end of paragraph (1).
(2) by striking out the period at the end of paragraph (2) and 

inserting in lieu thereof: “; and”; and
(3) by adding the following new paragraph after paragraph

<22;^(3)^with respect^to the action grants authorized under section
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funds and the amount of such grants, as well as a brief summary 
of the projects funded for each such unit, the extent of financial 
participation by other public or private entities, and the impact 
on employment and economic activity of such projects during the 
previous fiscal year.”.

URBAN DEVELOPMENT ACTION GRANTS

Sec. 110. (a) Section 104(a) of the Housing and Community Devel
opment Act of 1974 is amended by inserting “or section 119” after 
“106”

(b) Title I of such Act is amended by adding the following new 
sectiort at the end thereof:

42 USC 5304. 
Ante, p. 1114.

“urban development action grants

“Sec. 119. (a) In order to promote the primary objective of this 
title of the development of viable urban communities, of the total 
amount of authority approved in appropriation Acts under section 
103(c), the Secretary is authorized to make urban development action 
grants to severely distressed cities and urban counties to help allevi
ate physical and economic deterioration through reclamation of neigh
borhoods having excessive housing abandonment or deterioration, and 
through community revitalization in areas with population outmigra
tion or a stagnating or declining tax base. Grants made under this 
section shall be for the support of severely distressed cities and urban 
counties that require increased public and private assistance in addi
tion to the assistance otherwise made available under this title and 
other forms of Federal assistance.

“(b) Urban development action grants shall be made only to cities 
and urban counties that have, in the determination of the Secretary, 
demonstrated results in providing housing for persons of low- and 
moderate-income and in providing equal opportunity in housing and 
employment for low- and moderate-income persons and members of 
minority groups. The Secretary shall issue regulations establishing Criteria and 
criteria in accordance with the preceding sentence and setting forth standards, 
minimum standards for determining the level of physical and eco- regulations, 
nomic distress of cities and urban counties for eligibility for such 
grants, which standards shall take into account factors such as the age 
and condition of housing stock, including residential abandonment; 
average income; population outmigration; and stagnating or declining 
tax base.

“ (c) Applications for assistance under this section shall—
“(1) include documentation of eligibility for "rants in accord

ance with the standards described in subsection (b) ;
“(2) describe a concentrated urban development action pro

gram setting forth a comprehensive action plan and strategy to 
alleviate physical and economic distress through systematic 
change, which program shall be consistent with the community 
development program described in section 104(a)(2) and the Supra; ante, 
housing assistance plan described in section 104(a)(4), and, p-1114. 
where it exists and is in effect, the overall economic development 
plan as provided for in section 202(b) (10) of the Public Works 
and Economic Development Act of 1965, but only in the event and 42 USC 3142. 
after such time as such plans are required by law or administra
tive action to be consistent with community development pro
grams. Such program shall be developed as to take advantage of

42 USC 5318.

Applications.
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unique opportunities to attract private investment, stimulate 
investment in restoration of deteriorated or abandoned housing 
stock, or solve critical problems resulting from population out
migration or a stagnating or declining tax oase j 

“I(3) include the activities to be undertaken in the urban devel
opment action program, together with the estimated costs and 
general locations of such activities;

“(4) indicate public and private resources which are expected 
to be made available toward achieving the action plan and strategy 
described in paragraph (2); and

“(5) provide satisfactory assurances that, prior to submission 
of its application, it has (A) prepared and followed a written 
citizen participation plan, which plan provides the opportunity 
for citizens to participate in the development of the application, 
with special attention to measures to encourage the statement of 
views and the submission of proposals by low- and moderate- 
income people arid residents of blighted neighborhoods, and to 
scheduling hearings at times and locations wnich are convenient 
to all citizens, (B) provided citizens with adequate information 
concerning the amount of funds available, for proposed activities 
under this section, the range of activities that may be undertaken, 
and other important program requirements, and'(C) held public 
hearings to obtain the views of citizens on needs which may be 
dealt with under this section.

“(d) To the extent that the application requirements of section 
104(a)(4) have been satisfied in connection with a grant made pur
suant to section 106, such requirements shall be determined to have been 
met for purposes of this section.

“(e) In establishing criteria for the purpose of making grants 
under this section the Secretary shall establish selection criteria which 
must include (1) as the primary criterion, the comparative degree 
of physical and economic distress among applicants, as measured (in 
the case of a metropolitan city or urban county) by the differences 
in the extent of growth lag, the extent of poverty, and the adjusted 
age of housing in the metropolitan city or urban county; (2) other 
factors determined to lie relevant by the Secretary in assessing the 
comparative degree of physical and economic deterioration in cities 
and urban counties; and (3) at least the following other criteria: 
demonstrated performance of the city or urban county in housing and 
community development programs; impact of the proposed urban 
development action program on the special problems of low- and 
moderate-income persons and minorities; extent of financial partici
pation by other public or by private entities; extent of assistance to be 
made available by the State; impact on the physical, fiscal, or economic 
deterioration of the city or urban county; extent to which the program 
describes activities representing a special or unique opportunity to 
meet local priority needs or the objectives of this title; and feasibility 
of accomplishing the program in a timely fashion within the grant 
amount available.

“(f) In addition to activities authorized under section 105(a), an 
urban development action program may also include such additional 
community development and neighborhood developriient and 
ration activities as the Secretary may determine to be consistent with 
the purposes of this section.

“(g) No assistance shall be provided for business loans or industrial 
development under this section unless the Secretary shall first consult

Citizen
participation
plan.

Public hearings.

Ante, p. 1114. 
Ante, p. 1117.

Selection
criteria.

conser-

Consultation 
and coordination.
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with and coordinate such assistance with other Federal agencies which 
make available funds for similar activities.

“(h) The Secretary shall, at least on an annual basis, make reviews Annual reviews 
and audits of recipients of grants pursuant to this section as necessary and audits, 
to determine the progress made in carrying out activities substantially 
in accordance with approved plans and timetables. The Secretary 
may adjust, reduce, or withdraw grant funds, or take other action as 
appropriate in accordance with the findings of such review and audits, 
except that funds already expended on eligible activities under this 
title shall not be recaptured or deducted from future grants made 
to the recipient.

“(i) No assistance may be provided under this section for projects Relocation, 
intended to facilitate the relocation of industrial or commercial plants 
or facilities from one area to another, unless the Secretary finds that 
such relocation does not significantly and adversely affect the unem
ployment or economic base of the urea from which such industrial 
or commercial plant or facility is to be relocated.

“(j) The Secretary shall allocate the amounts available for grants 
under this section in a manner which achieves a reasonable balance 
among programs that-are designed primarily (1) to restore seriously 
deteriorated neighborhoods, (2) to reclaim for industrial purposes 
underutilized real property, and (3) to renew commercial employment 
centers.

“(k) Not less than 25 per centum of the funds made available for 
grants under this section shall be used for cities under fifty thousand 
population which are not central cities of a standard metropolitan 
statistical area.”.

REHABILITATION LOANS

Sec. 111. (a) Section 312(c)(4)(A) of the Housing Act of 1964 
is amended— 42 USC 1452b.

(1) by striking out “the amount of a loan which could be 
insured by the Secretary of Housing and Urban Development 
under section 220(h) of the National Housing Act” and inserting 
in lieu thereof “$27,000 per dwelling unit”; and

(2) by striking out “under such section”.
(b) Section 312(d) of such Act is amended by striking out “and 

not to exceed $100,000,000 for the fiscal year beginning on October 1, 
1976” and inserting in lieu thereof “not to exceed $100,000,000 for 
the fiscal year beginning on October 1, 1976, and not to exceed 
$60,000,000 for the fiscal year beginning on October 1, 1977”.

(c) Section 312(h) of such Act is amended by striking out “1977” 
each place it appeal's and inserting in lieu thereof “1979”.

comprehensive planning

Sec. 112. The second sentence of section 701(e) of the Housing 
Act of 1954 is amended by striking “and not to exceed $100,000,000 40 USC 461. 
for the fiscal year 1977” and inserting in lieu thereof “not to exceed 
$100,000,000 for the fiscal year 1977, and not to exceed $75,000,000 
for the fiscal year 1978”.

STUDY ON SMALL CITIES

Sec. 113. The Secretary of Housing and Urban Development shall Report to 
conduct a study and, not later than one year after the date of enact- President and

Congress. 
USC 531342

note.

fin
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ment of this Act, report to the President and to the Congress recom
mendations on the formation of a national policy on the developmental 
needs of small cities. In carrying out such study, the Secretary shall 
(1) take steps to improve the data available about small cities, (2) 
suggest means of reducing the duplication in government programs 
in jurisdictions which affect small cities, and (3) consider all of the 
relevant differences and similarities between small and large cities, 
particularly in the area of housing, growth, development patterns, 
infrastructure, education, energy needs, and social' development. In 
addition, the Secretary shall include in the report alternative verifiable 
formulae to be used in the distribution of discretionary balance funds 
available for allocation to small cities under title I of the Housing 
and Community Development Act of 1974.

EFFECTIVE DATE

Sec. 114. The amendments made by this title shall become effective 
October 1, 1977.

Alternative
formulae.

Ante, p. 1111.

42 USC 5301 
note.
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and ten major1977, at least twenty lawsuitsAs of October

complaints involving the community development block grant (CDBG)

Each of the first three programprogram had been filed nationwide [1]• 

years has seen an increase in the number of cases, but few have reached

Among the twenty lawsuits,the more advanced stages of litigation.

appellate decision involving the programthere is only one

(Hartford v. Hills). Four other federal district court decisions are

reported (published in generally available legal reporters) and three

federal district cases have proceeded to unreported decisions (written

opinions are in the casefiles of the local courts, but not published in

All of these decisions rejected plaintiffs' claims.a legal reporter).

Twelve additional federal court suits had been settled or dismissed, or

were pending [2].

There are a number of factors that may contribute to the

relatively small number of decided opinions. The breadth of discretion

given to local CDBG recipients may reduce the prospects for successful

litigation in comparison to prospects under the categorical system.

The lack of litigation successes may discourage additional attempts.

Also CDBG programs remain largely in the planning phase; as

1. Most CDBG cases are unreported, HUD maintains no systematic 
docket of this litigation, many cases are of recent origin, and there 
are some definition problems at the fringe, 
number of cases may be slightly more than twenty.

Consequently the actual

See the list at the end of the appendix.2.
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implementation directly affects people, additional litigation can be

anticipated. Finally, a number of lawsuits have been settled out of

court, and, as indicated below, the number of currently pending cases

greatly exceeds the number of reported decisions.

The cases have, nonetheless, had an impact upon the program.

Telephone interviews with attorneys in the cases revealed instances in

which CDBG programs were significantly altered as a result of court

interviews also indicated that legally unsuccessfulsettlements. The

cases frequently resulted in local programs being changed in the ways

indeed some of the cases appear to have beensought by plaintiffs;

mooted, dismissed, or decided against the plaintiff for this very

While difficult to measure, the symbolic effect of the majorreason.

cases—Hartford and Davenport (discussed below)—has been considerable,

and the cases have altered HUD and local behavior.

have been publicPlaintiffs in the vast majority of CDBG cases

interest groups: poverty-oriented groups, neighborhood organizations,

civil rights groups, tenants' associations, environmental groups, a

and a local chapter of the League of Womenreligious association,

Voters.

the plaintiff a city (Hartford,In only one instance was

Individuals have been plaintiffs in a few cases. AConnecticut).

pattern in the CDBG cases has been for several public interest 

groups to combine efforts and sue jointly or to form an umbrella

common

in its name. To assureorganization for collective action and sue
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standing to sue, these umbrella organizations have usually included as 

a plaintiff an individual who is representative of the class allegedly 

injured.

Defendants in the CDBG litigation have often been a city and the

Department of Housing and Urban Development (HUD) sued jointly—the

city for proposing and HUD for approving an allegedly defective

program. Cities have also been named defendants in some administrative

complaints. Alternatively, responsible government officials (the mayor

community development director) acting in their official capacitiesor

have been named defendants. HUD is usually named, and sometimes

complaints have been formally directed against responsible federal

officials (the HUD secretary and/or the assistant secretary for

community planning and development). Most common, for tactical

reasons, have been lawsuits naming all responsible persons and

this assures that a court order for appropriategovernment entities;

relief can be enforced upon all decisionmakers.

Courts hearing CDBG cases have been federal district courts. Only 

one case reached a circuit court of appeals (Hartford).

Legal bases of the suits have been primarily the provisions of 

title I of the Housing and Community Development Act of 1974 and the

housing assistance plan (HAP) provisions of that act. Other applicable 

federal statutory law (so-called CDBG overlay statutes) 

involved to a lesser extent, primarily in the areas of civil rights and 

environmental protection.

has been

Federal constitutional issues have been
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raised in a few of the civil rights causes of action.

Issues in the cases have covered a broad range of requirements in

the 1974 act and the overlay statutes, including the following:

1. Spatial deconcentration of housing opportunities for

lower-income persons and the "expected to reside" (ETR) requirement

2. Fair housing, including both racial and economic

discrimination

Benefits to low- and moderate-income people as the "primary3.

objective" of the CDBG program

4. "Maximum feasible priority" of benefits to low- and

moderate-income persons

5. Eligibility of proposed activities

6. Adequacy of HAP data, goals, and programs

7. Citizen participation

Adequacy of "comprehensive strategy" statements8.

Use of funds for "needs of a particular urgency"9.

10. Federal court jurisdiction over CDBG

11. Environmental standards

Attorneys representing plaintiffs have included Legal Services

Corporation attorneys and public interest lawyers from groups including

the National Association for the Advancement of Colored People (NAACP),

the National Committee against Discrimination in Housing (NCDH), and

Suburban Action, among others. The New Jersey office of the public

a state-level public interest law organization, has alsoadvocate,:
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On the defendants' side,represented plaintiffs in CDBG litigation.

have been defended by city attorneys and by Justice Departmentcases

the attorneys involved have not had intimateattorneys. Most of

knowledge of the CDBG program.

Other major complaints have been filed with HUD in addition to the

In federal administrative law, plaintiffs arelawsuits cited above.

ordinarily required to "exhaust their administrative remedies" before

In at least two instances lawsuits have beenproceeding to litigation.

dismissed for failure to exhaust administrative remedies

(Davis v. Pomona and Munoz v. Hills). HUD has no formal administrative

complaint procedure for the CDBG program. Complaints received are

usually informally investigated and responded to. Hearings are not

held and HUD does not issue formal opinions in response to complaints.

Notwithstanding the absence of formal administrative complaint

procedures, most of the lawsuits were preceded by documents labeled 

"administrative complaints" and filed with HUD. All are documents in

legal form, raising legal issues, drafted by lawyers, and appropriate

for litigation if the question is not satisfactorily resolved. The

precise demarcation line between such formal prelitigation complaints 

and numerous less formal complaints filed with HUD is not clear.

Nonetheless the major complaints help enrich a discussion of legal 

issues that have been litigated or are continuing sources of

controversy•
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The CDBG cases may be classified in many ways: by plaintiff type,

defendant type, legal basis, status or outcome, or specific issue(s).

In the following summary, the cases are grouped according to the major

issue or cluster of related issues raised or decided. Most cases

raised related causes of action as well, but an exhaustive review of

all ancillary issues for each case is beyond the scope and space

limitations of this appendix.

EXPECTED TO RESIDE, SPATIAL DECONCENTRATION OF HOUSING 
OPPORTUNITIES, FAIR HOUSING, AND STANDING TO SUE

Title I of the 1974 Housing and Community Development Act includes

purpose of the legislation "spatial deconcentration of housingas one

opportunities for persons of lower income" [42 U.S.C. //5301(a)(1)].

The act requires all jurisdictions receiving CDBG funds to enter a

figure in their housing assistance plan (HAP) for the number of persons

"expected to reside" in the community who need housing assistance [42

U.S.C. //5304(a) (A) (1975 supp.)]. The 1964 and 1968 Civil Rights Acts

prohibit racial discrimination in federal programs, including housing

The 1968 act imposes an affirmative duty on federalprograms.

government agencies, including HUD, to overcome the effects of past

These HAP and civil rights provisions are theracial discrimination.

aspects of the CDBG legislation that have received the most scholarly

The plaintiff in the leading a cityand public attention. case was
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its surrounding suburbs on the "expected to reside (ETR) issue* 

Technical legal issues have focused primarily on the issues of standing

suing

to sue.

Hartford, Connecticut, isHartford v. Hills is the leading case.

city with very severe hardshipan older northeast quadrant core

conditions relative to its surrounding suburbs. The city brought suit

that HUD had permitted six of its surroundingwhen it was learned

suburbs to file first-year CDBG applications containing HAPs with

for low-income personsstatements of no need for assisted units

"expected to reside" in the community and had permitted a seventh one

to indicate very little need. The suburbs based their HAP statements

on a 1974 memorandum from David Meeker, former HUD assistant secretary

for community planning and development, authorizing communities to

leave out ETR figures in the first program year because of time and

data problems. Accordingly, HUD was joined as principal defendant in

the suit. The trial court judge concluded that HUD had abused its

administrative discretion in issuing the Meeker Memorandum and that the

"spatial deconcentration" and ETR provisions of the act had been

violated. On the basis of the court decision HUD instructed its field

staff to require ETR figures and finalized an acceptable rough way to

do this.

The key procedural issue in the case involved the city's standing

The trial judge held that Hartford met relevant standingto sue.

tests, that is, it adequately represented legitimate interests and had
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Individual plaintiffs—low-income andin fact suffered injury.

minority residents of Hartford—survived a similar challenge. The

trial court's standing decision based in part upon anwas

interpretation that reprogrammed CDBG funds would be distributed to

localities within the same SMSA and that therefore Hartford had a

direct financial stake in the case.

(City of Hartford v. Towns of Glastonbury, West Hart-On appeal

ford, and East Hartford), the courts have focused on the standing

issue. A three-judge panel of the U.S. Court of Appeals for the

Second Circuit first sustained the lower court opinion. Then, in an

unusual en banc rehearing, the panel reversed itself and held that the

city does not have standing. The Second Circuit has taken a lead in

holding that plaintiffs outside a jurisdiction suing over racial and

economic restrictions lack a sufficiently clear stake in the litigation

to be afforded standing.

Hartford v. Hills involves precise issues of administrative

It is not a case "for" or "against” thediscretion and standing.

However, nonlawyersspatial deconcentration of housing per se.

in CDBG implementation tended to read the first decision asinterested

meaning that suburban integration as a result of CDBG was required by

it is likely that the reversal will be interpreted as athe decision;

ruling to the contrary.

J
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lawsuit.Coalition for Block Grant Compliance v. HUD is a related

was brought by a coalition of Detroit area housing and civilThe case

Livonia figuredrights groups with regard to Livonia, Michigan.

1976 CDBG oversight hearings chaired by Senatorprominently in the

William Proxmire (D.-Wis.) as a symbol of the unwillingness of wealthy

suburbs to use CDBG funds to help alleviate metropolitan housing

The case challenges the Livonia HAP as inadequate for havingproblems.

housing construction goal, despite virtually no vacancies, andno new

It also charges fairno specific goal to meet ETR housing needs.

housing violations contravening the Civil Rights Acts. The case is

still pending.

Coalition for Block Grant Compliance v. Hills is an administrative

complaint which builds upon the coalition's analysis of patterns of

practice in the Detroit metropolitan area. The complaint alleges

recurring patterns *of violations in the CDBG applications of twenty-six

suburban Detroit communities approved by HUD. ETR and spatial

deconcentration issues are primary in the complaint.

North Shore Branch NAACP v. Lynn is an administrative complaint

filed against the CDBG application of Lynn, Massachusetts, a depressed 

industrial suburb of Boston. The complaint is based principally upon

the 1964 and 1968 Civil Rights Acts. The central issue is the

allegation that dispersal of CDBG funds citywide, while virtually all 

ethnic minority residents are concentrated in a few census tracts,

violates federal civil rights law.
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PRINCIPAL AND MAXIMUM FEASIBLE PRIORITY BENEFIT TO LOW- AND 
MODERATE-INCOME PERSONS, ELIGIBLE ACTIVITIES,

AND MAINTENANCE OF EFFORT

The stated "primary objective" of the 1974 act lists activities

"principally for persons of low- and moderate-income" [42

U.S.C. //5301(c)] . Elsewhere the act requires that "maximum feasible

priority" be given to activities which benefit low- or moderate-income

families or "aid in the prevention or elimination of slums or blight."

Expenditure of funds to meet "needs having a particular urgency" is

Title I defines "eligible"also permitted [42 U.S.C. //5304(b)(2)].

[42 U.S.C. //5305(a) (supp. IV 1974)].activities It also contains a

"maintenance of effort" provision to discourage cities from reducing

their own general fund expenditures and substituting CDBG funds [42

U.S.C. //5301(c)]. Several lawsuits and complaints challenging the

general thrust of CDBG applications as unresponsive to the needs of

low— and moderate-income persons have been based on one or more of

these provisions.

involved a challenge by a black group whichNAACP v. Hills

that a downtown urban renewal project in Santa Rosa,asserted

California, did not meet the "maximum feasible priority" provision of

The court stressed that in addition to activities which wouldthe act.

"benefit low- or moderate-income families" the law also permitted those

which would "aid in the prevention or elimination of slums or blight,"

and the plaintiffs were denied relief. This opinion was subsequently
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by Congressman Thomas Ashley (D.-Ohio) in arguing against 

proposed regulations to establish a lower percentage for benefits to

cited

low- and moderate-income groups.

Central and Western Neighborhood Development Corporation v. Hills

The plaintiff obtained a consent orderis a related case.

reprogramming $335,000 previously slated for parks and tennis courts in

upper- and middle-income areas of Davenport, Iowa, to provide for a

variety of programs benefiting low- and moderate-income persons. Among

the benefits provided were funds for a nonprofit developer and for a

rehabilitation program in the most neglected census tract, a program of

land banking for low- and moderate-income housing sites, and funds for

program staff and a fair housing attorney/investigator.

Edison Branch, NAACP v. Hills is a similar case which ended in

nearly total reprogramming by settlement. Plaintiffs represented by 

the New Jersey public advocate filed suit against a CDBG application

which included $100,000 for acquisition of a park, $30,000 for

construction of tennis courts near a public housing project, and

funding for administrative costs.

The city dropped the tennis court proposal before the suit was

filed, because HUD had ruled it ineligible. A small rehabilitation

program was substituted. The city continued to insist that the park

acquisition addressed needs having a particular urgency.
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The action was brought with the support of several local community

groups representing the NAACP, a tenants' association, the League of

Women Voters, the National Council of Jewish Women, and other groups.

The support of these groups is viewed by the plaintiffs' attorneys as

an important element in the successful outcome to the case.

In the settlement, funds were completely reallocated for

rehabilitation loans for low- and moderate-income homeowners,

improvements for a public housing project, and parks located only

within urban renewal projects in need of open space. In addition, the

consent decree established a citizens' advisory committee with

low-income and minority representation.

Garcia v. Hills is a fourth case along the same lines. Plaintiffs

represented by the Western Center on Law and Poverty sued the Los

Angeles suburb of Alhambra to prevent it from spending 51 percent of

its first-year CDBG grant of $197,000 to expand its nine-hole municipal

Alhambra's second- and third-yeargolf course to eighteen holes.

$1,161,000 on golfapplications called for spending an additional

Alhambra originally earmarked only $30,000 forcourse expansion.

exchange for dismissal of the suit, Alhambrahousing assistance. In

significantly altered its second- and third-year applications. Housing

increased from $250,000 to $400,000.rehabilitation assistance was

Another $156,000 was shifted to a neighborhood public improvement

Finally, Alhambra agreed toprogram in low-income residential areas.

apply for section 8 subsidies for 900 lower-income tenants through the
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Los Angeles County Housing Authority.

challenge to Honolulu's third-year CDBGStires v. Harris is a

application based upon inclusion of allegedly excessive recreational 

facility projects: 72 percent of third-year funds were allocated for 

acquisition of parks and related recreational activities. The 

complaint challenged this program as violating the "primary objective"

of the 1974 act and further argued that the application did not contain

sufficient basic information for the secretary of HUD to make required

determinations that the proposed activities were "appropriate" to the

needs of the applicant.

Concerned Citizens of South Vallejo v. City of Vallejo, California

is a similar complaint. A lower-income community group in this

Northern California community successfully challenged the city's plan

to spend $450,000 in third-year funds to construct a swimming pool in

an upper-income neighborhood. In June 1977 HUD disallowed funding for

this project and required reallocation of funds previously set aside

for the project.

Business and Professional People for the Public Interest v. HUD

and Cook County Legal Assistance Foundation v. Waner are two adminis-

trative complaints involving, respectively, the city of Chicago and

surrounding Cook County. The complaint against the city of Chicago

focused on inadequate implementation of the housing assistance

plan—particularly in relation to the Gautreaux decision [3]. The Cook

3. Gautreaux v. Chicago Housing Authority, 206F supp. 907(1969).
low-income housing beThis federal court decision required that 

provided on a nondiscriminatory basis.
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County complaint raised numerous objections regarding the eligibility

of activities, maximum feasible priority criteria, discrimination, and

employment.

Knoxville Progressive Christian Coalition v. Testerman unsuccess

fully challenged the eligibility of $1.6 million in proposed activities

in Knoxville, Tennessee. Without formally ruling on the plaintiff's

contentions, the court said that the activities were eligible and that

CDBG projects approved by HUD are not ripe for adjudication. The court

based this conclusion upon the act's provision for HUD audits and

reduction or recovery of funds spent on ineligible activities [42

U.S.C. #5311]. The court's position has not been followed in other

cases.

Philadelphia Welfare Rights Organization v. Embry unsuccessfully

attacked Philadelphia's assertion that the requirement that "low- or

[emphasis added] moderate-income families" be principal beneficiaries

of the act was satisfied by a program which neglected low-income

families.families' needs and concentrated on those of moderate-income

(Congress later amended the 1974 legislation, substituting the word

"and" for "or" in the 1977 act and thus making it clear that Congress

does not intend the words to be read disjunctively in the future.)
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HOUSING ASSISTANCE PLAN ISSUES

requires that each locality submit a housing 

plan (HAP) which accurately surveys conditions and needs,

assistance, and provides some

The 1974 act

assistance

specifies a realistic annual goal for 

details on how the locality will meet this goal [42 U.S.C. //5304(a)(4).

These requirements have also been a source of litigation.

Davis v. Pomona is a case involving a southern California suburb.

In its first-year HAP, Pomona identified 6,072 households, primarily

required housingrenters and including large families, which

assistance. However, it set a goal of only 140 units, of which 110

HUD field office requirementsunits for the elderly.were new

regarding the relationship between statements of need and projected

goals do not set clear standards. During the course of the suit HUD

grants to Pomona conditional on the city'smade future CDBG

participation in the section 8 program; on May 17, 1977, the Pomona

City Council voted not to apply for its $1.4 million CDBG entitlement

Subsequently the suit was dismissed because of the plaintiff'samount•

failure to exhaust administrative remedies. Pomona is not now

participating in the CDBG program and no legal activity is pending.

Munoz v. HUD is a lawsuit based on almost identical issues, filed
1

against the southern California city of Southgate. Southgate's HAP

goals were also low and virtually all activity was directed toward

elderly homeowners despite identification of needs for family and
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tenant housing assistance. Unlike Pomona, the jurisdiction did not

withdraw from the CDBG program. Instead, after the suit was filed,

Southgate raised its first-year HAP goal of 88 rehabilitated units to

Southgate's three-year150 units of section 8 rental housing.include

goal reduced assistance to homeowners and tripled proposed assistance

to renters. The locality also established by resolution a public

housing agency. Thus, the suit achieved the aims of the plaintiffs.

On June 20, 1977, the case was dismissed for failure to exhaust

administrative remedies and because it was considered "moot” in light

of Southgate's response.

whichThe Western Center on Law and Poverty, represented

plaintiffs in the Pomona and Southgate cases, negotiated settlements

with two additional southern California jurisdictions without

litigation. Norwalk and Santa Ana both agreed to revise their programs

to provide for more low- and moderate-income housing assistance and to

have their housing authorities apply for section 8 units.

Bradley v. HUD involves an attempt by lower-income senior citizens

Miami Beach to stop the use of approximately $900,000 of CDBG fundsin

The project proposedto assist in planning a redevelopment project.

low- andof units housing approximately 5,000demolition

in order to provide for hotel rooms,moderate-income persons,

recreation and entertainment facilities, and market rate units. The

suit challenges the project as "plainly inconsistent with" stated HAP

objectives. The case is pending.

i
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Broaden v. Harris is a Pittsburgh lawsuit that alleges the city s

housing assistance to renters in anything 

The suit is pending.

failure to address

approaching their proportionate need.

Philadelphia Welfare Rights Organization v. Rizzo et al. involved

a per se abuse of discretion for thethe issues of whether it was

secretary of HUD to approve a program in which the HAP provided for no

Secondarily, if not a per seCDBG assistance to low-income persons.

abuse, did such an approval violate the act, in light of the facts and

data reported in Philadelphia's HAP? The case was settled on the basis

of two city stipulations—an agreement to make 200 rehabilitation loans

to low-income households, and the establishment of a system of detailed

reporting on the breakdown of CDBG expenditures.

Hodder v. Hills is a HAP lawsuit in Corning, New York, with a

slightly different focus. The suit alleges disregard of significant

facts and hence violation of the requirement that localitya

"accurately survey" housing conditions as reflected in its HAP goals.

The suit is pending.

Because most HAP-related housing activities thus far are still in

the planning phases, no litigation deals directly with implementation

issues.

Los Angeles Welfare Rights Organization v. Embry is an adminis

trative complaint filed in August 1977, which goes beyond HAP issues in 

individual jurisdictions to charge that the HUD 

"ignored those most in need by allowing local housing assistance

area office has
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programs to neglect non-elderly family and large family

The complaint alleges a pattern of improper HUD 

administration including permitting localities to allocate funds to the

renters on a

wholesale basis."

elderly and to homeowners despite identified housing needs of tenants

and families.

CITIZEN PARTICIPATION

The 1974 act requires public hearings on the CDBG application and

sets out general requirements regarding citizen participation [42

U.S.C. //5304(a) (6) ] . Plaintiffs who have found fault with the

substance of a locality's CDBG program have also frequently complained

i ’Citizen participation"of the process used to develop the program.

causes of action were included in many of the cases discussed above.

In addition, some cases have made citizen participation the principal

While none has succeeded in court, strengthenedcause of action.

citizen participation was included in a number of the settlements

discussed in this appendix.

NAACP v. Hills placed primary emphasis on citizen participation

issues. Representatives of the Santa Rosa, California, chapter of the

NAACP and others had been appointed to a CDBG advisory committee but

quit when they learned that the mayor retained a veto over the advisory

committee's decisions. The lawsuit challenged the city's program on

the basis that citizen participation had been pro forma. They said
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created only after the application

committee input was rejected, and that

wascommittee wasthat the

substantially completed, 

the requirements of the act were 

plaintiffs *

"responsibility and authority" for development of the application and

that

The court rejected thethus violated.

that the act had placedstressedandarguments

the CDBG program with the recipient city. The court 

concluded, "Title I requires [that] citizen input be considered, but it 

compel the drafting of the local application by community 

groups. . . . Nothing in the act requires that any person or group 

concur with the local community development plan." Despite the legal 

"failure," Santa Rosa did change its CDBG program priorities 

significantly to meet the substantive objections of the NAACP.

Ulster County Community Action Committee v. Koenig involved resi

dents of the low-income "Roundout" neighborhood and two community-based 

corporations in the Hudson Valley town of Kingston,

Plaintiffs challenged the Kingston CDBG application on the procedural 

ground that citizens were not given adequate and timely notice of 

public hearings and that eligible CDBG activities and alternatives 

not explained as required by the citizen participation sections of 

Substantive objections were raised as well, 

merit in the claim, noting that the plaintiffs had been present and had 

spoken at public hearings.

execution of

does not

New York.

were

the

law. The court found no



21

LACK OF A COMPREHENSIVE STRATEGY

League of Women Voters of Cowlitz County v. Harris challenged the

second-year application of Longview, Washington, on the ground that it

had not prepared a comprehensive three-year community development plan,

and that HUD approval without such a submission was an abuse of

discretion. The trial court summarily rejected this argument, holding

that the recipient had submitted a summary of such a strategy and this

was all that the act required.

Community Relations Conference of Southern California v. HUD is an

administrative complaint challenging the adequacy of one urban county's

comprehensive strategy. It has been asserted that CDBG recipient urban

counties often merely allow funds to "pass through" the county to other

jurisdictions with little overall coordination. This complaint noted

that the county had set HAP goals for its unincorporated areas only

(permitting forty-two participating nonentitlement jurisdictions to set

their own goals), and alleged an overall lack of comprehensive planning

by the county.

NEEDS HAVING A PARTICULAR URGENCY

Expenditure of CDBG funds for "needs having a particular urgency"

(# 5304 (b)(2)]. The 1977permitted by the 1974 act [42 U.S.C.was

"becauseact tightened this provision by adding the qualifying clause:
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existing conditions pose a serious and immediate threat to the health 

or welfare of the community, and other financial resources are not

it was asserted that someavailable.*' Prior to the 1977 amendment

communities were stretching the above provision to include projects

that did not have a particular urgency.

On Board Legal Services v. HUD is an administrative complaint also

involving the urgent needs provision of the act [#5304 (b)(2)]. This

complaint, filed in New Bedford, Massachusetts, questioned the

allocation of $1.1 million of CDBG funds for renovation of sewer

systems in high-income areas. For technical reasons the city engineer

argued that sewers in higher elevations should be replaced first;

these areas of the city were upper-income areas. The proposed sewer

funds were reprogrammed as the result of administrative action by HUD.

ENVIRONMENTAL ISSUES

The 1974 act transferred responsibility for compliance with the

National Environmental Protection Act (NEPA) from HUD to CDBG

recipients [42U.S.C. #5304(h)].

Two major lawsuits have invoked the NEPA requirement

environmental impact statements include an assessment of 

potential negative social and economic

that

localities'

consequences.
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HANC v. Moscone is the first of these. San Francisco, California,

proposed to spend CDBG funds to implement its local rehabilitation

assistance program (RAP) in the low/moderate-income Haight-Ashbury

neighborhood. A local community group—the Haight-Ashbury Neighborhood 

Council—filed suit alleging that the program would displace current

residents through elimination of illegal units, demolition, and costly

rehabilitation with resulting rent increases. The timing, quality of

data, and methodology of the environmental impact statement form the

principal basis of the pending suit.

Bois D'Arc Patriots v. Hills is similar. In Dallas, Texas, a

community organization called the Bois D'Arc Patriots organized local

residents against possible displacement due to redevelopment. Dallas

proposed to spend approximately $800,000 of its first-year grant for

housing code enforcement and demolition activities. Since city figures

assumed that only fifty persons would be displaced, the city argued

that the activity would not affect the environment sufficiently to

an environmental impact statement and filed a negativerequire

The Bois D'Arc Patriots disagreed aboutdeclaration to that effect.

the extent of the likely environmental impact and filed suit. The city 

then prepared a "supplemental environmental review record." In March

1976 the court held that the city had met NEPA requirements. After a

second lawsuitandconflictfurtherperiod of a

(Bois D'Arc Patriots v. City of Dallas //2), the city revised its

third-year application to meet some of the Patriots' demands, including
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$1,370,000 hardship home repair loan fund and a $400,000 

for home repair grants for the elderly.

creation of a

The second lawsuit wasprogram

dropped.

FEDERAL JURISDICTION

Johnson v. Chester raised complex and factually unusual issues of

Suit was broughtfederal jurisdiction in relation to the CDBG program.

of $9,000 that the city of Williston,to stop disbursement

Pennsylvania, would receive as part of Chester County's $575,000 CDBG

The suit was based on the Pennsylvania Supreme Court'sgrant.

invalidation of Williston's zoning as exclusionary. The court held

that it lacked the jurisdictional amount threshold of $10,000 needed to

make a damages claim in court and the invalidation of the local zoning

ordinance alone did not state a sufficient cause of action for denial

of civil rights [4].

4. This case no longer has 
jurisdictional amount threshold has been changed.

significance because the
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SUMMARY AND CONCLUSIONS

There has been substantial legal activity surrounding the CDBG

program. Much of it has not proceeded to the trial court decision

stage, however, and among those cases that have been decided in court,

plaintiffs have not succeeded in achieving any favorable decision that

was not subsequently reversed. Indirectly, however, some suits and

administrative complaints have resulted in settlements favorable to the

plaintiffs• Among these are the cases of Davenport, Iowa; Edison, New

Jersey; and Alhambra, California. In addition, interviews with

attorneys active in CDBG cases disclosed that in some situations where

clear legal defeats occurred—such as the Santa Rosa, California,

case—plaintiffs in fact obtained much of what they had sought.

Two major cases—the Hartford and Davenport suits—have had a

significant symbolic impact. They have been popularly interpreted as

"meaning" that a city cannot neglect the ETR requirement or portions of

the act intended to target benefits principally to low- and

moderate-income persons, thus making city officials more attentive to

these issues.

The cases mentioned in the paragraphs above suggest some important

a pattern of shifting from legal attacks on specific 

program abuses to attempts to remedy "patterns of abuse" is beginning

include recently filed

trends. First,

Examplesto emerge among advocates.

administrative complaints in both the Detroit and Southern California
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areas.

Second, a shift in emphasis from CDBG applications and goals to 

adverse effects of program implementation is becoming apparent, as 

evidenced by the Chicago administrative complaint.

Third, new filings related to the issue of "targeting" CDBG funds

low- and moderate-income needs have increased, probably into meet

response to the change in national administrations and a perception

among public interest groups and their attorneys that they may now have

more leverage. Whether this trend continues may depend in part upon

future HUD administration of the program.

Overall the change from categorical to block grants appears to

have weakened the "legal hooks" for successfully challenging federal

and local decisions in court, but the end result may be more

substantive accomplishments as federal and local officials become more

sensitive to various CDBG issues.
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LIST OF CASES

Bois D^Arc Patriots v. Dallas, No. 75-0906 (N.D. Tex., March 17, 1976)
Dallas, Texas, and Bois D'Arc Patriots v. Hills, No. 3-76-1504 
(N.D. Tex., filed June 24, 1977) Dallas, Texas (dismissed).

Bradley v. HUD, No. 77-2144 (S.D. Fla., filed July 8, 1977) Miami
Beach, Florida (pending).

Broaden v. Harris, No. 77-899 (C.W.D. Pa., filed August 23, 1977)
Pittsburgh, Pennsylvania (pending).

Central and Western Neighborhood Development Corp. v. Hills, No. 76-67 
(S.D. Iowa, January 24, 1977) Davenport, Iowa (settled—consent
order).

Coalition for Block Grant Compliance v. HUD, (E.D. Mich.,No. 770503
filed March 2, 1977) Livonia, Michigan (pending).

Davis v. Pomona, No. 77-0839 (C.D. Cal., June 30,
California (dismissed without prejudice on settlement).

1977) Pomona,

18,Edison Branch, NAACP v. Hills, No. 75-1461 (C.D. N.J., January
1976) Edison, New Jersey (settled—consent order).

Garcia v. Hills, No. 76-1014 (C.D. Cal., April 15, 1977) Alhambra,
California (dismissed).

HANC v. Moscone, No. 77-0817 (N.D. Cal., filed April 21, 1977) San
Francisco, California (pending).

(order granting preliminary 
(D. Conn., 1976); Aff'd Sub Norn

rev'd on

Hartford v. Hills, 408 F. Supp. 879 
408 F. Supp. 889,injunction),

Hartford v. Glastonbury, 561 F. 2d 1032 (2d Cir. 1976), 
rehearing en banc 561 F. 2d 1048 (2d Cir. 1977).



J. ■ II ■

28

7, 1977)___________ No. 76-3867 (S.D. N.Y., filed January
Corning, New York (pending).

Hodder v. Hills,

(E.D. Pa., 1976) Chester,413 F. Supp. 1299Johnson v. Chester,
Pennsylvania.

404 F. Supp.Knoxville Progressive Christian Coalition v. Testerman,
789 (E.D. Tenn., 1975) Knoxville, Tennessee.

___________________________________ No. 76-521
Wash., July 27, 1977) Longview, Washington (dismissed).

(W.D.League of Women Voters of Cowlitz County v. Harris,

NAACP v. Hills, 412 F. Supp. 102 (N.D. Cal.,
California.

1976) Santa Rosa,

Munoz v. HUD, No. 77-0839 (C.D. Cal., June 30,
California (dismissed without prejudice).

1977) Southgate,

Philadelphia Welfare Rights Organization v. Rizzo et al.,_________________ No. 76-1767
(E.D. Pa., May 19, 1977) Philadelphia, Pennsylvania (settled—
consent order).

Philadelphia Welfare Rights Organization v. Embry, 438 F. Supp. 434 
(E.D. Pa., September 1977) Philadelphia, Pennsylvania.

Stires v. Harris, Civil No. 77-0397 (D. Hi., filed October 13, 1977)
Honolulu, Hawaii.

Ulster County Community Action Committee v. Koenig, 402 F. Supp. 986 
(S.D. N.Y., 1975) Kingston, New York.
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MAJOR COMPLAINTS

Business and Professional People for the Public Interest (BPD) v. HUD
(Chicago, 1977; pending).

Coalition for Block Grant Compliance v. Hills (suburban Detroit, 1976;
pending)•

Community Relations Conference of Southern California v. HUD (Los
Angeles County, 1977; pending).

Concerned Citizens of South Vallejo v. Vallejo (Vallejo, 1977; set
tled).

Cook County Legal Assistance Foundation v. Waner (Cook County, 1977;
pending)•

Los Angeles Welfare Rights Organization v. Embry (Los Angeles, 1977;
pending).

pending)•North Shore Branch NAACP v. HUD (Lynn, 1977;

On Board Legal Services v. HUD (New Bedford, 1977; negotiations with
city and HUD pending).

Western Center on Law and Poverty v. Norwalk (Norwalk, 1977; letter to
A-95 reviewer).

1976;(Santa Ana,Western Center on Law and Poverty v. Santa Ana
settled).
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SECOND ROUND ANALYSIS FORM

STUDY OF THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM
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Second Field Research Report

Due: February 15. 1977

REPORT FORM

STUDY OF THE COMMUNITY DEVELOPMENT BLOCK GRANT PROGRAM

The Brookings Institution
1775 Massachusetts Avenue, N.W. 

Washington, D.C. 20036

Government:

Reported try:

Please make 3 conies of this report;

Send one copy to: Sarah F. Liebschutz
6 South Pittsford Hill Lane 
Pittsford, New York 14^34

Send another copy to: Milton D. Morris
The Brookings Institution, Room 622 
1775 Massachusetts Avenue, N.W. 
Washington, D.C. 2OO36

Retain the third copy for yourself.

Wherever necessary, you should insert continuation sheets in theNOTE:
Report Form.



Introduction to Final Version of Report Form II

This is the final version of the second-year Report Form. We have 
organized it into four parts separated by yellow divider pages which contain 
introductory material for each section.

The questions in this Report Form focus on changes in the processes 
and activities you reported for the first year.
information you provided in your first report except where you find it 
convenient or necessary to do so.
reporting changes from the decisions and activities reported for the first 
program year.

You need not repeat the

We ask you instead to concentrate on

You will notice in several places that revisions have been made in 
the Report Form to reflect issues raised at the Conference and recommendations 
which several Associates made to us- in writing since the Conference. These 
changes include restating some questions, adding a few new ones and modifying 
Forms CD-3 and CD-4. We believe that they have resulted in a more manageable 
and sharply focussed research instrument. The income-group incidence questions 
which we discussed at the Conference have been added to Part II and the research 
"statements" as a new Part IV.

Again some questions are Major Analysis Questions. For these we want 
longer answers incorporating your major conclusions on the issues under 
discussion. Please give special attention to these answers as we may excerpt 
from them for our second report.

The Report Form is divided into the following four parts:

Part I. The Application for Community Development Block Grants
This part covers the local performance report and HUD 
monitoring of first year activities. It also covers the 
application process for CDBG funds for the second year 
and the effects of the CDBG program on political 
relationships and institutions.

Part II. CDBG Program Effects
This section deals with the programmatic and net fiscal 
effects as well as the distribution of benefits geographi
cally and by income groups for the second program year.

Part III . Performance Review and Trends for the Third Year
This section deals with the performance report and HUD 
monitoring of the second year program and with initial 
trends as you are able to observe them for the third 
year of the CDBG program.

Part IV. Research Statements

The completed form is due on February 15, 1977. 
to Sarah Liebschutz and Milton Morris as shown on the 
any questions as you proceed, please feel free to call Dick Nathan, 
202-797-6066; Milt Morris, 202-797-6061; or Sarah Liebschutz, 717-385-I85I+.

Send one copy each 
cover. If you have
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Persons interviewed for First Field Research Report for the 
Brookings Study of the Community Development Block Grant Program

Name Title and Organization
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Part X. The Application for Community Development Block Grants

This part of the Report Form deals with the process and the
We ask you here to describepolitics of applying for CDBG funds, 

and analyze that process and its implications for political relation
ships and political institutions in this jurisdiction. It consists 
of the following subparts:

Local program evaluation and HUD’s performance 
monitoring of the first year program;

Preparation of the application for the second year 
program;

Citizen participation and organized group involvement;

The role of local elected officials, A-95 clearing
houses and HUD.

Note: For the second program year, the Administrative Guidelines 
issued on November 13, 1974 have been amended and elaborated on by 
issuance of revised or additional guidelines. These cover the Application 
Procedures issued January 28, 1976 replacing parts D and E of the original 
guidelines; the Housing Assistance Plan, issued on February 19, 1976; 
Eligible Activities issued January 19, 1976. In addition, revised 
guidelines for Evaluation Review and Coordination of Federal and Federally 
Assisted Programs and Pro.iects modifying the A-95 process were issued 
January 13, 1976.

For second year applications, the deadline for pre-applications from 
non-metropolitan discretionary places is February l4, 1976 and from 
metropolitan discretionaries the deadline is March 15, 1976. Dates for 
final applications are set by area offices. For entitlement and hold 
harmless jurisdictions applications are due no later than 75 days prior 
to the end of the first program year.
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Government:

Reported by:

First Year Program Evaluation and HUD's Performance Mcnitoring1.

Section 104(d) of the Housing and Community Development Act 
requires that reviews of each jurisdiction's performance be 
undertaken by the jurisdiction and by HUD. Each jurisdiction 
is required to submit to HUD an annual performance report 
before applying for additional community development funds.
In addition the Secretary of HUD is required to

... at least on an annual basis, make such reviews 
and audits as may be necessary or appropriate to 
determine whether the grantee has carried out a 
program substantially as described in its application, 
whether that program conformed to the requirements of 
this title and other applicable laws, and whether the 
applicant has a continuing capacity to carry out in a 
timely manner the approved Community Development Program.

1(a) Provide the dates for this jurisdiction's first program year 
and indicate approximately what percentage of its first year grant 
remained unspent (i.e., had not been drawn down) at the end of the 
program year. If there was a substantial unspent balance,what 
factors do you believe affected the rate of spending?

1(b) Did this jurisdiction revise its first year CDBG program in 
any major ways, either formally or by revising the way in which 
major projects are to be designed and operated? If yes, how was 
it revised and what prompted the revision?
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Government:

Reported by:

1(c) In what way did this jurisdiction make available locally the 
performance report required by HUD? If there were any local public 
discussions of the report indicate who or what organizations reacted 
and the nature of their comments.

1(d) Was this jurisdiction visited by HUD officials as part of HUD's 
performance monitoring of first year grant recipients? If yes, 
indicate when, whether there were any specific issues or contro
versies which you believe prompted the visit by HUD officials, and 
what the outcome was.

•1
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Government:

Reported by:

Major Analysis Question

l(e) We now ask you to assess the overall performance evaluation 
process as it operated in this jurisdiction in terms of the degree 
to which it permits an evaluation of the jurisdiction^ capacity to 
perform; the extent to which it facilitates public understanding of 
the implementation of the program; whether in your best judgment 
it contributes to improved performance by this government and how it 
affects the perceptions of local officials about the level of federal 
involvement in local community development activities.
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Government:

Reported by:

Staffing and Preparation of the Community Development Program2.

2(a) Identify the official or officials (by role or title) 
responsible for preparing the Community Development Program for 
the second year and the part they played in the process. Indicate 
whether this constitutes a change from the first program year and 
if so, what you think are the likely implications of the changes 
for the CDBG program in this jurisdiction.

2(b) What was the timetable followed by this jurisdiction in 
preparing its second year application for CDBG funds? (List 
major steps up to final action by HUD) . Was this timetable 
significantly different from that used for the first year 
application, and if so, how do you believe it affected the overall 
application?

2(c) Were appointed public officials other than those directly 
involved in the application process in this jurisdiction involved 
in the application for second year funds? If so, identify them 
by position and discuss the nature of their involvement.

I:
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Government:

Reported try:

2(d) Turning specifically to elected officials, was their role in 
the preparation of the community development program for the 
second year different from that for the first year? If so, describe 
the difference.

2(e) Was the overall staffing arrangement adopted in preparing the 
r> second year application different in any way from that used to 

prepare the first year application? If yes, describe the changes 
and indicate the likely implications for the CDBG program in this 
jurisdiction.

\
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Government:

Reported by:,

2(f) Major Analysis Question

One objective of the CDBG program is to encourage more comprehen
sive priority setting at the local level and in so doing, to emphasize 
the role of generalist officials (i.e. elected and appointed officials 
with general governmental roles) vis-a-vis specialist officials (i.e. 
those heading specialized agencies or programs such as housing 
authorities and urban renewal and model cities programs), 
indicate with reference to the CDBG program whether this objective is 
being realized in this jurisdiction and whether there has been any 
change in this regard from the situation which obtained for the first 
program year.

Please

j
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Government:

Reported by:

3. Staffing and Preparation of the Housing Assistance Plan

3(a) If the HAP was prepared separately from the CDBG program, 
indicate whether there were changes in the personnel responsible 
for its preparation for this juris diction’s second year CDBG 
application. If there were, describe the changes, indicate why 
they were made and their implications for the CDBG program in 
this jurisdiction.

3(b) With respect to the HAP, did the role of public officials, 
both appointed and elected, change in any way from that of the 
first year? If yes, describe and account for the change.
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Government:

Reported by:

3(c) What effect, if any, did changed regulations or clarifications 
concerning HAP requirements by HUD have on how the second year HAP 
for this jurisdiction was prepared?

3(d) Did this jurisdiction rely on new or different data in preparing 
the second year HAP? If yes, what was the source of this data and what 
kind of effect did it have on the HAP?

3(e) Were there any significant, substantive changes in the HAP 
for the second year?. If yes, describe, the changes and indicate what 
prompted their adoption.

i

I
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Government:

Reported by:

Manor Analysis Question

3(f) We now ask you to discuss this jurisdictions HAP in terms 
of the importance with which it was treated by public officials and 
other participants in the application process; how and to what extent 
it was integrated with the community development program; and whether 
its preparation contributed in any way to a more prominent role for 
generalists in setting priorities for local housing and community 
development activities.
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Government:

Reported by:

4. Citizen and Groan Involvement

Note: Federal regulations for the Housing and Community Development 
Act of 1974 specify that local governments must provide citizens with 
information on the amount of funds available, the activities on 
which the funds may be spent and other program requirements; hold at 
least two public hearings to obtain citizen views on community 
development and housing needs; and provide citizens with an adequate 
opportunity to participate in developing the application.

4(a) Briefly describe the type of citizen participation process utilized 
by this jurisdiction and the major points in the application process at 
which citizen participation occurred (e.g. use of public hearings before/ 
after drafting application, use of special citizens' advisory committee, 
use of existing citizens’ organizations, etc.).
constitutes a change from the first program year, what in your judgment 
prompted the change and what have been its effects on the CDBG program 
for this jurisdiction.

If this procedure
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Government:

Reported by:

4(b) Were there ary major changes from the first program year in the local 
groups that commented on the published draft of the community develop
ment program and HAP or were represented on community development 
advisory committees or task forces which participated in preparing 
the application? If so, describe the changes and discuss their 
implications for the second year program.

4(c) Was the application modified to reflect the comments of 
citizens or citizens' organizations about the first publicly 
presented version of the second year community development 
application? If so, in what ways?
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Government:

Reported by:

Msuor Analysis Question on Citizen Participation

l+(d) We now ask you to evaluate the citizen participation process 
for this jurisdiction in terms of whether it reflects any change 
from the first year in the importance attached to it by local 
public officials and residents; the extent to which it influenced 
the decisions reflected in the application; and whether it reflects 
increased or decreased levels of citizen interest, involvement 
and influence in this local government.
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Government:

Reported by:

5. Equal Op-port uni tv

In this part of the report form, we ask you to examine issues 
concerning implementation of the civil rights or equal opportunity 
provisions applicable to the CDBG program.

Section 109(a) of the Housing and Community Development Act of 
197*+ prohibits discrimination on the basis of race, color, sex or 
national origin in any phase of the CD program. In addition, the 
Act is subject to the nondiscrimination provisions of Title VI 
of the Civil Rights Act of 1964 and Section 108 of the Civil 
Rights Act of 1968.

The administrative guidelines for the CDBG program require that:

Governments undertake affirmative action practices 
where past administrative procedures in community 
development projects resulted in discrimination 
against some persons or where conditions exist 
which would result in limiting full participation 
by individuals of a particular race, color, sex or 
national origin.

a.

Governments keep complete records of all actions 
related to compliance with the non-discriminatory 
provisions of the Act.

The guidelines also permit complaints to the Secretary of HUD by 
individuals or groups who have evidence of non-compliance by a 
government.

5(a) Were the steps taken by this jurisdiction to include minority
in the preparation of the CDBG Program and HAP differentgroup persons

from those taken in the first program year and did they change in any 
the opportunity these people had to influence the decisions made?way

If yes' , describe and assess the changes.
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Government:

Reported "by:

5(b) In your best Judgment was there any change from the first year 
in the manner in which public officials involved in preparing the 
CDBG Program and the HAP treated the non-discrimination provisions 
of the Act? (Please take into account attitudes toward the provision 
as well as their implementation.)

5(c) Were there any lawsuits, complaints to HUD or local contro
versies involving the role of minorities in the application 
process or the way they would be af fectedr by the second year 
program? If there were, discuss the issues and indicate how they 
were resolved.
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Government:

Reported try:

5(d) Major Analysis Question on Equal Opportunity Requirements

To what extent and in what way, in your judgment, do this 
jurisdiction's second year CDBG program and HAP appear likely to 
affect racial segregation with respect to housing and schools?
Was explicit consideration given to its impact in these areas?
Do the choices made in preparing the CDBG program and HAP appear 
likely to reduce or expand low and moderate income housing available 
to minorities in this and neighboring jurisdictions?

Indicate how your observations on the impact of the second 
year application on racial segregation compare with those for the 
first year.

!
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Government:

Reported by:

6. Environmental Review

[Note: Qualified applicants for CDBG funds assume for the program 
full responsibility for conducting reviews of the environmental 
impact of proposed CD activities essentially along lines required 
by NEPA, and are responsible for responding to challenges including 
lawsuits with respect to these reviews. See the Environmental 
Review Regulations.]

6(a) Indicate whether environmental issues were significant sources of 
controversy during preparation of the second year application and give 
your assessment of the importance which the appropriate local officials 
attached to the review function. Where there were major controversies 
involving environmental questions, indicate the issues, the specific CD 
projects involved and the way in which this particular controversy was 
handled.

6(b) Were controversies involving environmental issues 
prominent in this jurisdiction for the second year than they 
for the first? If yes, describe and discuss.

more
were
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Government;

Reported by:

A-95 Review Process7.

0MB Circular A-95 provides for the designation of state and 
area-wide clearinghouses to review and comment on applications 
for certain federal grant funds. The comments should deal with 
the relationship between the proposed activity for which funding 
is sought and related state, regional or area-wide plans or 
activities. As part of the review and comment process, clearing
houses are expected to solicit, from state or local environmental 
and civil rights agencies, comments about the proposed activity’s 
environmental impact and its conformity to existing civil rights 
laws and regulations. Section 104(e) of the Housing and Community 
Development Act provides that "No grants may be made under this 
title unless the application is submitted for review and comment 
to an area-wide agency. .

In Question 9, we ask you to report on how the review process 
affected preparation of the CDBG application.

7(a) Summarize the principal comments on the CDBG 
application made by the State and Area-wide clearinghouses and 
indicate whether this jurisdiction modified its application as a 
result of these comments.

!
I

:

7(b) Was the role of the A-95 clearinghouses (State and Local) in 
the second year application process different in any way from that 
played during the first program year? If yes, describe the 
difference and indicate what in your judgment accounted for it.

:
|
:

!

-
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Government:

Reported by:

Actions by the Local Legislature on the Application8.

Note: Federal regulations for the Housing and Community 
Development Act of 197U state that final determination of the 
application’s contents rests exclusively with the applicant 
government.

8(a) List by date and describe briefly official actions regarding 
this jurisdiction's second year application for CDBG 
funds taken by the local legislature (e.g. City Council, County 
Board of Supervisors, etc.). Discuss any major controversies 
concerning the CDBG application which emerged during deliberations 
of the local legislature.

8(b) Did these actions by the local legislature constitute 
significantly expanded or reduced role from that of the first 
program year? If yes, indicate what contributed to the change.

a
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Government:

Reported by:

9. The Role of Participants

You have now completed a series of questions 
concerning actions and activities at the local level 
regarding the application for CDBG funds. We ask you 
now to indicate your view as to the relative influence 
of actors and groups as you observed them.

In the application for CDBG funds in this jurisdiction for the 
second program year, please circle for each actor or group listed below 
whether each played essential, important but not essential, or not 
important roles.

Essential
Role

Important 
But Not 

Essential

Not
Important

Chief Elected Official (__
Chief Executive Official ( 
Democratic Party 
Republican Party 
Newspapers 
Labor Unions 
Ethnic Groups (list essential and 

important only)

1 32
) 1 32

31 2
1 2 3

31 2
2 31

31 2
31 2
321

Neighborhood Groups (list
essential and important only)

2 31
321
31 2

Heads of local government agencies 
Model Cities Director (most recent) 1 
Urban Renewal Director (most recent) 1 
'Other
City and county employees 
Industrial leaders 
Retail Merchants 
Bankers and executives of 
financial institutions 

Real Estate interests 
Construction industry 
Chamber of Commerce 
Church leaders 
Bar Association 
Other businessmen

32
32
321
31 2
321
321

321
321

2 31
2 31
2 31
21 3
21 3
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Government:

Reported by:

10. State Role

Indicate whether and in what ways the state's role in this 
jurisdiction's CDBG activities changed from that played in the first 
program year. [You need not repeat here the role of the state agency 
which performed the A-95 review]
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- 11. HUD Review and Action Process

11(a) Discuss the response of the HUD area office to the second 
year application for CDBG funds of this jurisdiction.
What issues were raised by HUD concerning the application? What 
modifications, if any, were made to comply with HUD comments?

11(b) In the opinion of generalist local officials, when all phases 
of the CDBG program are considered, has the program resulted in an 
overall reduction in administrative requirements ("red tape”) in this 
jurisdiction's relations with HUD from that which existed for the 
folded-in categoricals in which this jurisdiction participated?
If it has, explain in what ways and to what extent. If it has 
resulted in what is perceived by local officials to be an increase 
in administrative requirements, indicate what factors local officials 
believe are responsible for the increase.
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11(d) Major Analysis Question on HUD Role

Discuss how this jurisdictions relations with HUD have "been 
affected by the CDBG program. In particular we ask you to comment 
on whether there has been any change in HUD*s role from that played 
in the first program year and whether the overall level and character 
of HUD's involvement in local community development activities is 
different from that which existed prior to the CDBG program.



Part II. CDBG Program Effects

This part of the Report Form deals with your assessment of the 
official data submitted by this jurisdiction as "Communily Development 
Budget" for the second program year. First, we ask you to submit a 
photocopy of the "Community Development Budge.t" for the second program 
year as approved by HUD. Our form CD-I is actually a copy of the HUD 
form. You can simply replace it with a photocopy of the "Community 
Development Budget" approved by HUD for this jurisdiction. If you are 
unable to obtain a copy of the jurisdiction's CD Budget, you can instead 
fill in the blank form CD-I as provided.

:
■

!
■

:
t

I

!•After you obtain these data, we ask you to answer a series of 
questions on the data provided in this form and to assess the net fiscal 
effects of CDBG funds for this jurisdiction. Forms CD-2, CD-3 and CD-4 
are provided for your analysis of net fiscal effects.

We would like your analysis of the net effects of CDBG funds (Forms 
CD-2, CD-3, and CD-4) to take into account all decisions made about the 
uses of CDBG funds for the second program year. We are not seeking 
actual expenditure or outlay effects rather we want what in federal 
budget parlance would be called "appropriations

We recognize that some of your decisions on the net effects, especially 
for what you regard as "substitution effects," will be difficult to make.
It would help if you would explain your reasoning for these kinds of 
decisions and then we can talk to you further, as needed, in our analysis 
of these data.
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B. APPLICATION NO.A#
' □ ORIGINAL 
□ AMENDMENT

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
COMMUNITY DEVELOPMENT BUDGET

■

C. NAME OF APPLICANT D. PROGRAM YEAR jf
FROM: TO:

!LINE FOR HUD 
USE ONLY

E. PROGRAM ACTIVITY AMOUNTNO. :;
HiACQUISITION OF REAL PROPERTY1. I

PUBLIC WOBKS, FACILITIES, SITE IMPROVEMENTS2.

i3. CODE ENFORCEMENT

CLEARANCE,DEMOLITION, REHABILITATION4. ;
B. REHABILITATION LOANS AND GRANTS

!i6. SPECIAL PROJECTS FOR ELDERLY AND HANDICAPPED

i!7. PAYMENTS FOR LOSS OF RENTAL INCOME

8. DISPOSITION OF REAL PROPERTY

PROVISION OF PUBLIC SERVICES9. |
10. PAYMENT OF NON-FEDERAL SHARES

:
COMPLETION OF URBAN RENEWAL/NDP PROJECTS11.

|112. RELOCATION PAYMENTS AND ASSISTANCE

13. PLANNING AND MANAGEMENT DEVELOPMENT

' !14. ADMINISTRATION

I15. CONTINUATION OF MODEL CITIES ACTIVITIES
jif.’

SUBTOTAL (Sum of Lines 1 thru 15)16.

CONTINGENCIES AND/OR UNSPECIFIED LOCAL OPTION ACTIVITIES 
(Not to exceed 10% of line 16)

17. :i

TOTAL PROGRAM ACTIVITY COSTS (Sum of Lines 16 and 17)18. f
LINE F. RESOURCES FOR PROGRAM ACTIVITY COSTS
NO.

i. ENTITLEMENT OR DISCRETIONARY AMOUNT
»

2. LESS DEDUCTIONS
■w*. A.r..|K j y;..

ENTITLEMENT/DISCRETIONARY AMOUNT FOR PROGRAM ACTIVITIES
(Line 1 minus 2) ____________ ____________

3.

4. PROGRAM INCOME

SURPLUS FROM URBAN RENEWAL/NDP SETTLEMENTB.

6. LOAN PROCEEDS

.
REPROGRAMMED UNOBLIGATED FUNOS FROM PRIOR PROGRAM YEAR7.

f
s'

TOTAL RESOURCES FOR PROGRAM ACTIVITY COSTS (Sum of Lines 3-7) i8.
{ •

1 □ Check box if costs include indirect costs which require approval of a cost allocation plan as required by Federal Management Circular 74-4.

HUD-7015.5 (11-75)EDITION OF 10-74 IS OBSOLETE *.
j-;

>



COMMUNITY DEVELOPMENT BUDGET INSTRUCTIONS
ITEM A-ORIGINAL-AMENDMENT. Check “original” box if this is the first budget to be approved in the current year, otherwise 
check “Amendment” box.

ITEM B —APPLICATION NUMBER Enter assigned application number.

ITEM C-APPLICANT. Enter the name 
Assistance, Item 4.

ITEM D—PROGRAM YEAR. Entitlement Applicants shall enter the starting and ending dates of the program year for which this 
application is being submitted. Discretionary Applicants leave blank.

ITEM E-PROGRAM ACTIVITY.

LINE E. 1. —ACQUISITION OF REAL PROPERTY. Enter costs of acquisition as defined in Section 570.200(a)(1).

LINE E. 2. -PUBLIC WORKS, FACILITIES, SITE IMPROVEMENTS. Enter the costs of acquisition, construction, reconstruction, or 
installation of public works facilities, and site for other improvements as defined in Section 5 70.200 (a; (2/.

LINE E. 3. —CODE ENFORCEMENT. Enter costs for code enforcement as definded in Section 570.200(a)(3).

LINE E. 4. -CLEARANCE, 
rehabilitation as defined in Section 570.200 (a)(4).

LINE E. 5.-REHABILITATION LOANS AND GRANTS. Enter the costs of financing rehabilitation of privately owned properties as 
defined in Section 570.200 (a)(4).

LINE E. 6. -SPECIAL PROJECTS FOR ELDERLY AND HANDICAPPED.
removal of material and architectural barriers which restrict the mobility and accessibility of elderly and handicapped persons as 
defined in Section 570.200 (a)(5).

LINE E. 7. -PAYMENTS FOR LOSS OF RENTAL INCOME. Enter the total of payments to housing owners for losses of rental 
income as defined in Section 570.200 (a)(6).

LINE E. 8. -DISPOSITION OF REAL PROPERTY. Enter the costs of disposition of real property as defined in Section 570.200 
(a)(7).

LINE E. 9. -PROVISION OF PUBLIC SERVICES. Enter the costs of public services as defined in Section 570.200 (a)(8).

LINE E. 10. —PAYMENT OF NON-FEDERALSHARES. Enter the total of payments representing non-Federal shares required for 
Federal grant-in-aid programs undertaken as part of the Community Development Program, to the extent that they are otherwise 
eligible as defined in Section 570.200 (a)(9).

of the unit of general local government as it appears in the Application for Federal

DEMOLITION, REHABILITATION. Enter the costs of clearance, demolition, removal, and

Enter the costs of program activity directed to the

LINE E. 11. - COMPLETION OF URBAN RENEWAL NDP/PROJECTS. Enter on this line only funds for: (1) completion of previously 
approved activities in urban renewal projects or NDPs funded under Title I of the Housing Act of 1949; and (2) repayment of project 
temporary loan indebtedness and interest. Attach a supporting schedule listing each urban renewal and NDP project number and 
indicating separately for each the amounts to be used in the new program year for completion of previously approved activities and 
the amounts to be used for repayment of loan indebtedness and interest. Do not include funds for repayment of project temporary 
loan indebtedness and interest on this line or in the supporting schedule where HUD determines or the applicant requests that a 
deduction be made from the applicant’s grant to pay such costs pursuant to Section 570.802. Amounts so deducted shall be shown 
on line F. 2. All new activities, whether or not to complete the local urban renewal plan, shall be shown on other appropriate lines. 
(.Section 570.200(a)(10).

LINE E. 12. —RELOCATION PAYMENTS AND ASSISTANCE. Enter the total costs of relocation payments and assistance as 
defined in Section S70.200(a)(l 1). The amount entered shall be sufficient to fully fund relocation payments and assistance pursuant 
to Section 570.602, for all persons expected to be displaced by activities receiving block grant assistance during the program year 
even if such displacement will not occur until a later program year.

LINE E. 13.—PLANNING AND MANAGEMENT DEVELOPMENT. Enter the costs of (1) developing a comprehensive community 
development plan and (2) developing a policy-planning-management capacity as defined in Section 570.200(a)(12).

LINE E. 14, —ADMINISTRATION. Enter reasonable administrative costs and carrying charges related to the planning and execution 
of community development and housing activities as defined in Section S10.200(a)(13).

LINE E. 15. —CONTINUATION OF MODEL CITIES ACTIVITIES. Enter the costs of carrying out any ongoing Model Cities 
program activity. The amount included in this entry for continuation of Model Cities Activities not otherwise eligible under the Act 
may not exceed the recipient’s hold harmless amount attributable to Model Cities pursuant to Section 570.200(b/ No activity costs 
should be entered in this program activity category after the fifth year of the applicant’s Model Cities Program. After the fifth year, 
Model Cities activity costs which are eligible under the Community Development Program shall be shown on other appropriate lines.

LINE E. 16. —SUBTOTAL Enter the total of lines 1 thru 15.

LINE E. 17. -CONTINGENCIES AND/OR UNSPECIFIED LOCAL OPTION ACTIVITIES. Enter the amount, not to exceed ten 
percent of line E. 16, locally determined as necessary to provide a contingency for designated activities and/or amounts for eligible 
unspecified program activities.

LINE E 18. —TOTAL PROGRAM ACTIVITY COSTS. Enter the sum of lines E. 16 and E. 17. The amount must equal the amount 
shown on line F8.
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ITEM F - RESOURCES FOR PROGRAM ACTIVITY COSTS.

LINE F. 1. —ENTITLEMENT OR DISCRETIONARY AMOUNT. Enter the applicable amount at shown on HUD Form 7015, 
item 7.

LINE F. 2. —LESS DEDUCTIONS. Enter the total of grants to be used for: (1) repayment of urban renewal or NDP temporary loan 
indebtedness and interest where HUD determines or the applicant requests that a deduction be made from the applicant’s grant to 
pay such costs pursuant to Section 570.802; and security in connection with a HUD guaranteed Loan (Line F. 4 of Form 
HUD-7015.6). The amount representing repayment of temporary loan indebtedness and interest shall not include any amount shown 
on Line E. 11, Completion of Urban Renewal/NDP Projects. A supporting schedule indicating specific projects and the respective 
amounts relating to repayment of temporary loan indebtedness and interest shall be submitted.

LINE F. 3. -ENTITLEMENT/DISCRETIONARY AMOUNT AVAILABLE FOR BUDGET ACTIVITIES. Enter the difference 
between lines F. 1 and F. 2.

LINE F. 4. —PROGRAM INCOME. Enter total of all income to be derived from program activity for which there is reasonsble 
assurance of receipt in time to apply to program activity costs in the program year. Such income includes rents, land disposition 
proceeds, interest earned on revolving funds, repayments of principal and interest on rehabilitation loans, etc.

LINE F. 5.-SURPLUS FROM URBAN RENEWAL/NDP SETTLEMENT. Enter the amount of surplus Federal grant, derived from 
financial settlement of urban renewal projects and NDPs completed after January 1, 1975, to be used as a resource in the program 
year. These amounts shall not be estimates, but shall be based on financial settlement documents.

LINE F. 6.—LOAN PROCEEDS. Enter the amount of funds to be borrowed using a HUD loan guarantee (line 6. of Application for 
Community Development Loan Guarantee, Form HUD-7015.6).

LINE F. 7. -REPROGRAMMED UNOBLIGATED FUNDS - PRIOR PROGRAM YEAR. Enter the total of funds from the prior 
program year budget that will not be obligated by the applicant prior to the beginning of the new program year which the applicant 
elects to use as a resource for new activities.

LINE F. 8.-TOTAL RESOURCES FOR PROGRAM ACTIVITY COSTS. Enter the total of Lines F. 3 thru F. 7.

(“For HUD Use Only “ Column: This column is for HUD use during the review of the application. Changes will be made necessary to 
reflect corrections for typographical errors; errors in computation; deletions or adjustments for proposed activities which are 
determined to be ineligible.)
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Government:

Reported by:

12. Changes in First Year Program Net Fiscal Effects

Many jurisdictions revised their CDBG budgets during the first 
program year. In some cases this required submission of the budgetary 
revisions to HUD for approval; in others, the revisions were within 
broad program categories and did not require HUD approval.

Have there been changes because of budget revisions in the 
fiscal effects of the First Year CDBG Program which you reported in 
your first field report? If so, please discuss the changes and how 
they affect the net effects analysis which you submitted in February 
1976.

/ No change in net effects analysis

/ Change in net effects analysis (Please present details 
below)

13. If the Total Program Activity Costs (Form CD-I, line E-l8) 
for the second program year exceed the "Community Development 
Entitlement Amount" (Form CD-I, line F-l) by ten percent 
please discuss the most significant categories (F-2 through F-7, 
Form CB-l) which provide the additional funds over the entitlement 
amount.

or more,
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Ik. Maintenance of Effort and Davis—Bacon Requirements.

Maintenance of Effort. HUD regulations require that funds provided 
under this program shall not be utilized to reduce substantially the 
amount of local financial support for community development activities 
provided prior to the act.

Da vis-Bacon. Section 110 of the Act requires compliance with 
provisions of the Davis-Bacon Act as amended which provides that all 
workers employed by a contractor or sub-contractor on construction 
projects assisted under the Act be paid wages and rates not lower than 
those prevailing on similar construction in the locality. This 
provision applies to rehabilitation of dwellings if the property is 
designed for use of 8 or more families.

l^(.a)To what degree, in your opinion, were the allocations for 
the second program year of CDBG funds in this jurisdiction influenced 
by the Davis-Bacon provisions in the law? Were any of the activities 
funded by CDBG subject to the Davis-Bacon provision? If you checked 
2, please explain.

No Effect Little Effect Very Much Effect

Davis-Bacon 0 1 2

14(b) If this jurisdiction provided funds for CD activities prior 
to CDBG, indicate whether it has reduced or eliminated these expenditures 
in its present program and how much money was involved.
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Reported by:

15 . Net Effects Report

Form CD-2 is provided for your assessment of the net effects 
of CDBG funds allocated for the first program year by this government, 

using net-effects categories similar — but not identical — to those 
used for the Brookings monitoring study of general revenue sharing.*
In essence, what is sought here is your best .judgment as to the net 
impact of CDBG funds which may, or may not, coincide with the way in 
which expenditure data is officially accounted for in reports filed 
by this jurisdiction. Definitions of the net fiscal effect categories 
used in Form CD-2 follow the form.

Note that we are continuing to study spending effects in the 
CDBG program by comparison with pre-CDBG circumstances. The categories 
used for the first year are therefore retained and in dealing with the 
"new expenditures" and "program continuation" categories, you are asked 
to approach them by distinguishing between expenditures that are new to 
the CDBG program or that are continuations of programs started prior to 
CDBG. Therefore, funds to continue a program or activity begun with 
Year 1 CDBG funds would still be listed as a new expenditure and not 
as program continuation. Please bear in mind that it is very important 
that the uses you report for Year 2 and the kinds of breakdowns used 
should be consistent with those reported for Year 1.

fNote to Associates monitoring urban counties: Please assess the 
net effects of CDBG funds on the operations of the county government 
only, that is for their own direct expenditure of CDBG funds and 
indicate under item C those funds administered by participating 
municipalities.]

*See Chapters 7 and 8 of Monitoring Revenue Sharing (Brookings, 1975).



B.l, NEW SPENDING EFFECTS

a. New Capital Expendsssir-r KU& '^ssis^
year later. or w°uld have

Projects wouid in
occurred

or the
judgment 

one
your 

at least
b. New or expanded operations 
expanded with CDBG funds.

B.2. CD PROGRAM CONTINUATION

Operating expenditures Vitiated or

The allocation of CDBG funds to 
by the categorical grants 
Block Grant program.

on-going programs, formerly funded 
consolidated into the Communi-ty Development

B.3. PROGRAM MAINTENANCE EFFECTS

Continuance of non-CD federally-aided programs—The allocation of 
CDBG funds to on-going programs formerly funded by non-CD federal 
grants where, in your judgment, the alternative course of action without 
CDBG funds would have been to cut or eliminate these existing programs.

a.

:
b • Other Program Maintenance—The allocation of CDBG funds to 
on-going programs not formerly funded by federal categorical grants 
where, in your judgment, the alternative course of action without 
CDBG funds would have been to reduce or eliminate these existing programs.

B.4. SUBSTITUTION EFFECTS—Instances in which CDBG funds have, in your 
judgment, ultimate substitution effects for:

a. Increased Fund Balances—Allocation of CDBG funds to on-going 
programs where the net effect was to increase fund balances.

b. Avoidance of Borrowing—Substitution of CDBG funds for borrowing 
that would otherwise have been undertaken.

c. Tax Stabilization—the use of CDBG funds to finance existing * 
ongoing programs or programs scheduled for this fiscal year (CD or 
non-CD programs) where the' result in your judgment was to avoid an 
increase in tax rates which otherwise would have been approved.

■

■

d. Tax Re due at ion—The use of CDBG funds to finance on-going 
programs where in your judgment the net result was to free up

and thereby permit a reduction 3the jurisdiction’s own resources 
in the tax rates.

OTHER NET EFFECTS—Effects not reportable under the foregoing 
categories, e.g. a reduction in charges or other nontax revenues.

*The distinction between Program Maintenance (B.3. a-b) and Tax Stabilization 
(B. 4. c} effects is often difficult to make. In the first case, what is involved 
is the use of CDBG funds for programs which in your best judgment would other
wise have been reduced or eliminated; tax stabilization involves your judgment 
that without federal aid funds for CD purposes, taxes would have been increased 
to continue to fund those programs for which CDBG funds were allocated.

-

B.5.
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Government:

Reported by:
15(a) Net Effects Report 

Form CD-2

AMOUNT
(dollars)

ITEM

A. TOTAL PROGRAM ACTIVITY COSTS 
(as shown on Form CD-I, line 18)

i

B. Net effects distribution of Item A:

1. NEW SPENDING EFFECTS
!a. New Capital Expenditures i

f:b. New or Expanded Operations
!!

2. CD PROGRAM CONTINUATION

3. PROGRAM MAINTENANCE EFFECTS

a. Continuation-of non-CD federally-aided 
programs

b. Other Program Maintenance

4. SUBSTITUTION EFFECTS

!a. Increased fund balances

b. Avoidance of borrowing

c. Tax stabilization
i

d. Tax reduction !■

’

Balance of Item A, for which net fiscal 
effects in your judgment cannot be allocated.

5.
!

*C. CDBG Funds Passed Through to Cooperating 
Municipalities

* Urban counties only
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(b) If you assigned funds in Form CD-2 to the CD Program 
Continuation category, we would like your assessment of what would 
have happened if no CDBG funds had been provided and if the folded-in 
grants had been discontinued. Would these projects have been 
undertaken anyway? If the answer is "yes," how do you think these 
activities would have been funded (e.g. tax increase, cuts in other 
programs, borrowing)?
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Form CD-3 Detail on New Spending Effects

On form CD-3, we seek information, detailed by function, of 
programs funded with CDBG funds where you have allocated these funds 
to New Spending (Capital and Operating) for this jurisdiction.

Use form CD-3 to indicate the functional distribution of expendi
ture net effect amounts shown on form CD-2 at Items B-l,

Note that the functional distribution which you present in form 
CD-3 may not be the same as the functional detail given in the 
"Community Development Budget" (our form CD-I).

NOT TO BE FILLED OUT
FOR URBAN COUNTIES
EXCEPT FOR DIRECT
COUNTY GOVERNMENT

EXPENDITURES
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Detail on New Spending Effects15(c).
Form CD-3

New Capital 
(dollars)

New or Expanded 
Operations 
(dollars)

Expenditure Category*

1. Property acquisition, demolition and clearance

2. Public facilities (Fill in major projects)
a.

b.

3. Public Improvements: Streets, sidewalks & 
sewers (Fill in major projects)
a.

b.

k. Housing (Rehabilitation)

7
5* Social Services (Fill in major projects or

programs)
a.

b.

6. Relocation Assistance

7* Planning and Program Administration

8. Other (Fill in major projects or programs)
a.

b.

9. Non-allocable: Balance which you are 
unable to allocate to 
an expenditure category

!
i

Total (Same as Form CD-2, lines B-l#a
and B-l.b) ________________

*Where there are breakdowns not provided for on this page, please 
list them on a separate page.
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Form CD-4 Detail on Program Maintenance Effects

On form CD-4, we seek information, detailed by function, of pro
grams funded with CDBG funds where you have allocated these funds 
to Program Maintenance (Community Development Program Maintenance, 
Other Program Maintenance and Continuation of non-CDBG federal aid 
programs) for this jurisdiction*

Use form CD-4 to indicate the functional distribution of expendi
ture net effect amounts shown on form CD-2 at Items B.2.

Note that the functional distribution which you present in form 
CD-4 may not be the same as the functional detail given in the 
"Community Development Budget" (our form CD-l),

\\
i •

NOT TO BE FILLED OUT
FOR URBAN COUNTIES
EXCEPT FOR DIRECT
COUNTY GOVERNMENT

EXPENDITURES

tS —

I
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Government: ________________

Reported by: _______________

35.(3) Detail on Program Continuation and Maintenance Effects 

Form CD-4

Other Program 
Maintenance

Continuation 
of Non-CD 
Federal Aid 
Programs 

(dollars)

CD Program 
Continuation

Expenditure Category*

(dollars)(dollars)

Property acquisition, demolition, 
clearance and relocation

1.

2# Public facilities (Fill in major
projects)a.

b.

3. Public Improvements: Streets, 
Sidewalks & Sewers

4. Housing (Rehabilitation)

5- Social Services (Fill in major
projects or programs)a.

b.

c.

6. Planning and Program Administratior

7* Other (Fill in major projects or
programs)a.

c.

8. Balance which youNon-allocable: 
are unable to allocate to an 
expenditure category

Total (Same as Form CD-2, lines B-2.a; 
B-2.b; and B-2.c.)

*Where'there are breakdowns not provided for on this page, please list them
separate page.

on a



31

Government:

Reported by:

"
■

■15(e ) Major Analysis Question

Please discuss what you consider to be the most important 
features of the net effects data you report, indicating the basis 
for your judgment. Here we ask you to consider and discuss not 
only the largest spending effects of the CDBG funds, but more 
importantly, those effects which in your judgment are most significant 
in that they represent shifts in priorities for this government.

i:Where you cite shifting priorities, please discuss not only 
those program areas where the initiation or expansion has occurred 
as a result of CDBG allocations, but also program areas where cut
backs or abandonments have occurred. We are particularly interes
ted in those effects which indicate shifts in priorities from the 
first program year to the second.

f
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16(a) Geographical Distribution Analysis

This question asks you to consider the geographical distribution 
of CDBG program effects. First, we request that you submit a map of 
this jurisdiction in which you identify, separately, low and moderate 
income areas in terms of their dominant income characteristics, and then 
locate CDBG project areas where it is possible to do so on a geographical 
basis.

Following your comments at the April 1976 Conference, 
we have considered how specific we should be in defining 
low and moderate income. We have decided that we should, 
to the fullest extent that it is reasonably possible to 
do so, use the definitions in the CDBG Regulations and in 
HUD's First Annual Report on the Program: Low income: 
households with 0 - 50% of the SMSA median family income; 
Moderate income: households with 51 - 80% of the SMSA 
median family income.

To help us work with this data, we ask you to color in low-income 
areas in red and moderate-income areas in blue. As to what we mean by 
area," we realize that in many jurisdictions income areas are generally 

regarded as identifiable neighborhoods, which may or may not conform 
to Census tracts grouped by income. If you find it more useful to think 
about this jurisdiction in terms of neighborhoods as certain generally- 
agreed upon areas, you can identify lowland moderate—income areas in a 
way that essentially reflects the area's overall income characteristic.

Using this map, please discuss the following issues concerning 
geographical distribution. Is there, especially for jurisdictions 
with significant previous experience with categorical grants, a 
continuation of benefits for a localized target area of the community 
or is there a wider geographical dispersion of such benefits?

Again, please indicate whether the second-year geographical 
distribution reflects a continuation of or departure from trends 
reported for the first program year.
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ir :l^(b) Income-Group Incidence Analysis (New Question based on Conference

Discussion)

Putting together the geographical distribution and net fiscal 
effects analyses which you have presented in the previous question, 
we now ask you to consider the impacts of the CDBG programs on 
families and individuals in this jurisdiction according to income 
level.

I
!

I •

Please allocate in 5 percentage-point blocks CDBG service and 
facility benefits on low- and moderate-income groups.

iAs pointed out at the April Conference, other kinds of benefits — 
especially employment opportunities — may flow from CDBG allocations. 
Identification of many different kinds of impacts is, of course, very 
difficult. We ask you to allocate in the accompanying table only those 
benefits resulting from facility-usage and service-delivery for persons 
in the income groups specified, using summary net effects categories.

To estimate these percentage allocations, you should use this 
decision rule: Where more than half of a projectTs benefits go to 
one income group, assign the total value of the project to that group.

As in the geographical distribution question, low income refers 
to households with 0-50# of the SMSA median income, and moderate income 
refers to households with 51-80$ of the SMSA median income.

;
iYou should be assured that in any discussion of this data, we 

will make it absolutely clear that this is a difficult but important
question, and that these are the best judgements by the Associates
based on their knowledge of the communities being studied.

j
i

’ i

t'i

'

r
y



3k

Government:H ViViVi.q OO O OP o o ooo
rH i—I Reported by:rH rHE-i

CQ
IO fl tQ

H O qPrH
«aj O

H co 
P P -H
O q P 
Sop

CO
CDO
P•H

q •H
>O

bO I Oi>s a poo 
•H O *H
q q ft
P -H -Hi i o e q o
O O ft 
O S CQ

o
p
q
o
O
o
q
o
p
•rH
O
q
H <D CO

q 0 ft
OOP
POO
p q q
OHO

■

ft
qo
q
o
O

o CO
08 H

O CO p 
p OP 
q O *H *H 
q s H i> 
o o -h «h 
p o a p 
P q 3 q
S H ft H

O
q q
H

■t

CO
O e8 H
£5
O CO p 
OOP
q p -h
H H J> 
w -H -H

o 3 q
P ft H

q

q
o

•H
P
q o
q o /

p q qo q•Ho p qft q oft CO
ft o

•H
h q 
q o 
o bQ
CQ O 

•H P
ft q

o p
bQ o q q
q •H O

i•H I •H
P Pq q qo bO pft o •HCQ q q po ft bO co
£P O Po Qo q qss o ft CQ



!
35

Government:

Reported by:

16(c) Income Group Incidence-Geographical Distribution -

Mayor Analysis Question

Looking at your descriptions of the distribution of benefits by 
geography and by income group incidence, explain what kinds of major 
forces or considerations influenced these outcomes. Be especially 
attentive to the impact of the type and level of citizen participation, 
and type of representation in the local legislature, e.g. are members 
chosen at large or from districts? Are there particular pressures for 
them to deliver a share of the program funds to their districts or some 
special constituency?
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Government:

Reported by:

16(d) Income-Group Incidence Discussion (New Question based on Conference
Discussion)

Finally, draving on the distribution of program benefits 
according to income groups which you have provided, we now ask you 
to comment in overall evaluative terms on that distribution. We 
ask you to consider and discuss other kinds of benefits, in particular 
employment opportunities, which you think are likely to accrue to 
these groups, but which are not reflected — well or at all — in 
your analysis.

!
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Government:___

Reported byj

17-. Community Development fronds

17(a) If CDBG funds were used. . _ + n n . successfully in the second program 
year to attract local, private capital investment funds, what local 
sources were the target (e.g lending institutions, real estate 
developers, etc.)? Would this jurisdiction, in your judgment, have 
engaged in the same activities to attract private investment capital 
if CDBG funds were not available? Where applicable, discuss type 
and program, amount of CDBG funds allocated, private investment 
source and amount.

Was this leveraging for the second year significantly 
different in scale or target from the first year? If yes, please 
discuss the differences.

I

The HUD application contains a form, "Community Development 
estimated other sources of funds (amount and[Note:

Program," where 
and Source) are to be specified.]

;
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Government:

Reported by:

17(b) If CDBG funds were allocated in the second program year 
for programs to be administered by local private agencies, were they 
for new social programs (i.e. programs not in existence in this 
jurisdiction prior to CDBG funds)? If so, in your judgment, would 
such programs and such administrative arrangements have been adopted 
if CDBG funds were not available? Where applicable, discuss type of 
program and contractual arrangement.

17(c) If CDBG funds were allocated during the second program year 
to match or otherwise attract federal funds, were these for new 
programs (i.e. programs which this jurisdiction did not have prior 
to CDBG funds)? If so would such funds have been applied for, in 
your judgment, if CDBG funds were not available? Please be as 
specific as you can respecting the programs and amounts of federal 
grant-in-aid dollars sought and indicate how these amounts compare 
with those for the first program year. [Note: See HUD Form 
"Community Development Program" where estimated other sources 
of funds (amount and source)are to be specified,]
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Government:

Reported by:

17(d) If CDBG funds were allocated during the second program year 
to match or otherwise attract state funds, were these for new 
programs (i.e. programs which this jurisdiction did not have prior 
to CDBG funds)? If so, in your judgment, would such state grants 
have been applied for if CDBG funds were not available? Be as 
specific as you can respecting the programs and amounts of state 
grant-in-aid dollars sought and indicate how these amounts compare 
with those for the first program year.

[Note: See HUD From "Community Development Program" where estimated 
other sources of funds (amount and source) are to be specified]

1
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Government:

Reported by:

18. Program Linkages

The CETA, Title XX, LEAA and GRS programs also make funds 
available to localities for a wide range of purposes. Please indicate 
whether, and to what extent, attempts were made to coordinate planning 
for, and the use of, these funds with the CDBG process. We would like 
you to compare the degree and character of such coordination during 
the second year with that reported for the first program year.

;
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Part III. Second Year Program Evaluation and Third Year Trends

Note: In this part of the report we ask you to look at three issues.
The first concerns the performance of local governments in their 
second program year activities. This includes local program evaluations 
as well as HUDTs second year performance monitoring. By the time this 
report is due not all jurisdictions will have been monitored; questions 
(18b) and (l8c) should be ignored where monitoring has not yet been 
undertaken.

The second issue covered is the evaluation of the cumulative impact of 
the two-year CDBG experience.

The third issue is a partial look at third year activities. We are 
not asking you to conduct a third round of monitoring but by the time 
this report is submitted (February 15, 1977) third year planning will 
be underway and you undoubtedly will find out about these planning 
activities as you work on the second year program. Some observations 
by you about the trends that appear to be emerging for the third year 
would be very helpful in rounding off our data gathering for this study.
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Reported by:

:19. Program Evaluation and HUD! s Performance Monitoring

19(a) Has this jurisdiction prepared a performance report for the 
second year or held public hearings on the conduct of the second 
year CDBG program? If it has, what major issues emerged with 
respect to the government's performance in implementing the program?

!
i:

l
■;:
;

l ;}

19(b) Was this jurisdiction visited by HUD officials as part of 
performance monitoring for the second year program? If 

yes, were there specific issues or circumstances which you 
believe prompted the visit? What were they?

its
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Government:

Reported by:

19(c) Have any changes been made by this jurisdiction in the 
conduct of the second year CD EG progran, voluntarily or as a result 
of recommendations from HUD monitors? If yes, describe the 
changes.

8

20. Please evaluate this jurisdiction's performance in planning 
and implementing its CDBG program to date. Specifically we ask 
you to comment on how you rate the jurisdiction's overall capacity 
to implement the program for which community development funds 
have been provided and what steps, if any, have been taken to 
improve its planning and management capabilities as they relate 
to the community development effort.

5jf
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Government: :

Reported by:

21. Impact on Local Government

21 (a) Decentralization Impact of CDBG

One way of looking at the CDBG program is as an instrument 
for decentralization, defined in terms of increasing the role and 
scope for decision making by generalist officials of local government 
vis a vis the federal government. Looking at the role of federal and 
local government officials in community development activities in 
this jurisdiction for the second program year, comment on the degree 
to which decentralization has occurred and how your findings compare 
with the trend reported for the first year of the program.

s
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Government:

Reported by:,

21(b) Closely related to the decentralization (federal to local) 
objective of the CDBG program is that of centralization of 
responsibility for CDBG activities in general local governments 
in contrast with the earlier distribution of responsibility among 
separate, functionally specialized local agencies. We would like 
you to comment on the degree to which a comprehensive planning or 
program approach has been promoted or is occurring in this juris
diction and how the trend in this regard for the second year 
compared with that observed for the first year.
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Government:

Reported by:

2L (c) Major Analysis Question

One of the objectives of the CDBG program is to contribute 
to an overall strengthening or improvement in the capability of 
local governments to carry out local management or implementation 
activities without extensive federal involvement. On the basis 
of this jurisdiction’s performance thus far, indicate whether and 
to what extent the demands of the CDBG program and the resources 
it provides have contributed to the achievement of these objectives 
for this government.
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Reported by:,

22. Third Year Activities

22(a) Is the staffing arrangement used in preparing the third year 
application different in any way from that which yon described for 
the second year? If yes, describe the changes and their likely 
implications for this jurisdiction's third year program.

22(b) Has the role of generalists, especially local elected officials, 
changed in any way from that which you reported for the second year? If 
yes, describe and account for this change.

22(c) Has there been any change in this jurisdiction's approach to 
citizen participation in the CD application process from that which 
you described for Year Two? If yes, describe these changes and 
assess their likely impact on the application.



bj

i;
IGovernment:
!
:Reported by:
;

[Now that you have come to the end of over two years of 
observation of the CDBG program we now ask you to 
evaluate its overall impact on this jurisdiction.]

23.
!

Looking at this jurisdiction’s entire experience with the 
CDBG program we ask you now to assess that experience with respect 
to whether it has made a distinct, visible impact on the community 
by improving the appearance of some neighborhoods, increased or 
improved the supply of housing or provided important new facilities 
or services for the community as a whole and whether it has produced 
significant changes in local decision-making processes and power 
relationships.
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Part IV. Research Statements

iiThis part consists of six Summary Statements to which we would 
like you to respond. The statements are identical to the ones filled 
out for the first year except for Number 4 which asks you to compare 
the HUD role with that of the first year rather than prior to CDBG.
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To be completed for the
second program year.

Jurisdiction:

Associate:

Summary Statement Number 1
Impact on Generalists

A. Primary responsibility for priority-setting for community development programs 
and activities under CDBG was exercised by generalist officials of local 
government.

LJ applies [Answer B]

applies to a limited extent [Answer B] 

does not apply [Do not answer B]

/ /

LJ

B. For this jurisdiction, such exercise of primary priority-setting responsibility 
for CD programs by generalist officials [check one]

L__/ was already the case

L__/ tos already being developed and was aided by CDBG

/ / is a new development in which CDBG was important

L / ^-s a new development in .which CDBG was not important



Jurisdiction:

Associate:

■§SSg§SLStatement H^ber o

2£_Siti^~p^rtie^7^££ :

A. Citizen participation was influential in 
contained in the CDBG application.

applies for this jurisdiction [Answer B]

applies for this jurisdiction hut to

does not apply [Answer C]

terms of the final outcomes

/ /

n a limited extent [Answer B] •:
: rj ;■

:s
!

!ii:
In this jurisdiction citizen participation was influential because (check as 
many responses as apply)

/__ / citizens have a history of active participation in local affairs

/__/ the local government made a major effort to encourage participation
under CDBG

/ 7 local officials did not want to take full political responsibility
for community development decisions under CDBG

B. ::- ii
i

C._ In this jurisdiction citizen participation was not influential because 
(check as many responses as apply)

/__/ citizens had no previous experience with citizen participation and
were not organized

the local government made no effort to encourage citizen participation

local officials were eager to pursue their own political goals under 
the CDBG program

:

::LJ
LJ
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To be comp1eted for the
second program year.

Jurisdiction:

Associate:

Summary Statement Number 3
Treatment of the HAP

This jurisdiction is now developing and implementing a comprehensive housing 
and community development strategy.

[___ / applies for this jurisdiction [Answer B] \
[___/ applies for this jurisdiction, hut to a limited extent [Answer B]

]___/ does not apply for this jurisdiction [Answer C]

A.

For this jurisdiction such a comprehensive housing and community development 
strategy (check one)

/__/ was already the case

/__/ was already Being developed and was aided by the HAP

/ / is a new development in which the HAP was important 

/ / is a new development in which the HAP was not important

B.

i.
C. To the extent that a comprehensive housing and community development

strategy is not being developed, the failure resulted from (check as many 
as apply)

/_/ lack of enough time to develop a plan and strategy

/_/ lack of pressure or direction from HUD

/_/ lack of funds to pursue housing needs of the jurisdiction

/_/ local opposition to the provision of low and moderate-income

:

// Other:
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To be completed for the
second program year.

Jurisdiction:

Associate:

Summary Statement Number 4
Impact on HUD's

Relations with Local Governments

HUD's role in priority setting for this jurisdiction's community development 
activities is essentially the same as it was for the first .year.

/__/ applies [Do not answer B or C]

A.

/__/ does not apply [Answer B or C]
I
;'

To the extent that HUD's role has Become less influential in determining 
community development priorities, this has happened with respect to (check 
as many as apply)

B.
.

' i;

: / J housing and the HAPi
::

// citizen participation

/ / determination of eligible activities
: / / determination of eligible areas

LJ\ Other:

To the extent HUD's role has become more influential in determining 
community development priorities, this has happened with respect to (check 
as many as apply)

C. »

1

LJ housing and the HAP

LJ citizen participation

the determination of eligible activities/ /

the determination of eligible areasLJ
LJ Other:

j
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To be completed for the 
second program year.

Jurisdiction:

Associate:

Summary Statement Number 5 
Impact on Intergovernmental Relations

A. In the immediate future the CDBG program appears likely to increase
cooperation among units of local government within the geographical area 
of this jurisdiction informally as well, as through formal "bodies like 
Councils of Government and other areawide planning organizations.

J / applies for this jurisdiction [Answer B]

/ / applies for this jurisdiction, hut to a limited extent [Answer B]

[___/ does not apply for this Jurisdiction [Do not answer B]

Type of cooperation likely to he increased hy CDBG (check as many as apply) 

/ / city-comity

l__ / inter-city

l__ / for regional services such as:____________________

L__/ cooperation between CDBG recipient jurisdictions and special district
governments for:_________

B.
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To be completed for the
second program year.

Jurisdiction:

Associate:

Summary Statement Number 6 
Urban Counties in the CDBG Program )

[for urban counties only] 1

:
A. The county government is demonstrating strong interest in meeting local 

community development and housing needs.

/ / applies for this jurisdiction [Answer B]

applies for this jurisdiction, but to a limited extent [Answer B] 

does not apply for this jurisdiction [Do not answer B]

:: / /

/ /
-:
;
.

!!

I For this urban county, such interest (check one)B.

LJ was already the case

was already being developed and was aided by CDBGLJ
LJ is a new development in which CDBG was important

/ / is a new development in which CDBG was not important

-•-

;
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Government:

Reported by:_

2k. Final Question

No doubt the Report Form fails to cover all of the important 
issues in the CDBG program in this jurisdiction which you think we 
should know about. We ask you to discuss here aspects of the program 
which you consider important but which you have not had an opportunity 
to discuss in response to the questions asked. For example, we invite 
Associates with urban counties to discuss their observations of the 
interaction between the county government and its cooperating 
incorporated municipalities with respect to the way cooperation agree
ments were worked out and whether the process has affected overall 
relations between the county and these municipalities.
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FOLLOW UP INFORMATION REQUESTED

Jurisdiction:

General Issue Involved:

This year we are combining our generalist and citizen participation 
chapters into a single chapter on the Decision-Making Process. In this 
way we hope to more effectively present the Legislative, Executive, and 
Citizen roles by integrating them to portray the range of CDBG processes.

To do this we again need your cooperation. Our intention is to use 
four models—Executive-, Citizen-, Legislative-, and HUD-centered models 
to present the spectrum of CDBG processes. When we use the term "centered" 
we are referring to dominance in determining outcomes—what went into the 
application.

The following brief descriptions of the four types may help you to 
understand what we consider to be Executive-, Citizen-, Legislative-, and 
HUD-centered processes. We stress the point that the following are specific 
illustrations drawn from your field reports. Subsequently, we will develop 
more general models.

Executive-centered:
!

In this jurisdiction, activities keyed in on the City Manager who 
gave the go ahead to the city planner and his assistant. The assistant did 
most of the technical work, feeding it back to the city planner and then to 
the manager. The City Manager, it must be stressed, made all program 
decisions—this was his program. The city council is not involved in a 
strong way but with an electioncoming up some council members expressed 
interest in several projects. Once contacted in that regard, however, HUD 
advised that' they would be ruled ineligible. In general city hall tries 
to accommodate needs of citizens and does a good job convincing them that 
the city proposals are what the citizens need or, said another way, what 
finances, circumstances and the federal government will allow.

i

.
;

:
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Jurisdiction:

Citizen-centered

"In this jurisdiction in response to demands of a strong coalition 
of citizen groups, a neighborhood-based, elected, Citizens Advisory Board 
was constituted and charged with developing a draft application to be 
presented to the City Council. Elected representatives held weekly meetings 
in their target areas. The Council also created a technical assistance 
committee, made up of staff from several depts. to work with and assist 
the CAC in preparing a draft application. On the recommendation of the 
technical committee the CAC organized itself into 5 subcommittees—human 
relations, physical improvement, housing assistance, affirmative action, 
and an overall steering committee. These subcommittees held separate 
meetings to work on specific aspects of the application. The steering 
committee pulled together the recommendations of the other subcommittees; 
trimming the proposed expenditures to meet the city's entitlement amount 
and then submitting its draft application to the Council. The City Council 
reviewed the draft application and approved it with only a few modifications."

Legislative-centered

"In this urban county the County Administration has never played a 
dominant role vis-a-vis the County Board of Supervisors. Without prior 
categorical experience and lacking in adequate county staff, the Board made 
the decision to contract with a private consulting firm to prepare the 
application, but it was the Board that decided how the money would be 
divided. The consultant provided the Supervisors with a formula by which 
each district would be allotted a portion of the grant according to need. The 
Supervisors themselves, with consultation from suburban mayors within their 
own districts, and with technical assistance from the consulting firm in 
regard to project eligibility, decided the projects to be undertaken in 
their destricts with their portion of the grant."
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Jurisdiction:
i

HUD-centered

"In this small discretionary community the Director of Planning 
prepared all material related to the application. Re had no one to 
delegate this kind of activity to. While the Manager was the nominal 
supervisor of the activity he was quick to admit that CDBG was the 
planning director's idea and Ms responsibility. The planning director 
was the only'official who communicated with the HUD area office. To 
say that he 'listened carefully1 would be an understatement! 
of this was that the application was tailored to meet HUD area office demands, 
at least to the extent that their demands were articulated and could be 
understood."

,

The result

We expect that very few, if any, of the sample will be pure forms of 
these models. In order to classify your jurisdictions according to this 
typology we plan to rely on Associates' assessments. We would like you 
to assign ten influence points among the four groups—Executive, Legislative, 
Citizens and HUD for the second program year. Consider influence measured 
by level of impact on the content of the second year CDBG program. For 
example a balanced process might have allocated points as follows:

|

i
i

i

Executive
Citizens
Legislative
HUD

3
3
2
2

i

CPlease specify) Other 0

Total 10

We would appreciate any additional comments or qualifications you feel 
necessary to flesh out our understanding. If you are experiencing difficulties 
completing the attached form contact Paul Dommel (202-797-6069 between 
August 23 and September 8) or Margaret Wrightson (703-491-6972).
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Jurisdiction:

Specific information requested:

Executive

Legislative

Citizen

HUD

Other

10
Total

If this- distribution is different from year one - how would you have 
allocated them then?

J

* U. 8. GOVERNMENT PRINTING OFFICE t 1*78 621-^44/389
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