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Preface

This 1s the first report on a two-year study of the political and
social impacts of the Community Development Biock Grant program, which was
established by Title I of the Housing and Community Development Act of 1974.
It was prepared by Richard P. Nathan, "Sarah F. Liebschutz and Milton D.
Morris of the Brookings Institution and Paul R. Domme] of the College of
the Holy Cross, based on research conducted by them and by thirty-four
field research associates across the coﬁntry, Qho served as observers of

edan

local community deve10pmgni programs. . “
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Funding for the Block Grants was authorized in 1974 for a three-year
period term%nating in September, 1977. The idea of this ;tudy was
initiated by the Department early in 1975 in order tﬁat.the first report
would be available by the spring of 1977, in time for Congressional
consideration of revisions to and extension of the Community Development
Block Grant Program. The Department is particularly pleased with the
considerable understanding of the diverse and subtle consequences of this
new Federal approach toward urban revitalization and inter-governmental
assistance which 1s demonstrated by this report. And, we are grateful to
Dr. Nathan and his associates for completing the Report in time for it to

provide an insight into the operation of Community Development Block Grants

during legislative consideration of the program's future.
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Project Director's Foreword

The meterial presented in this report is the product of a team
effort. As described in Chapter 1, Associates provided data for sixty-
two sample Jurisdictions. BSix staff members of the Brookings Institution
in Waéhington, D.C., analyzed program and field data and helped write
thisz report.

Milton D. Mbrrls, a Research Associlate at Brookings, prepared the
history chapter (Chapter 2) and concentrated on the political effects
of the community development block grant program as described in Part IV
of this report. Paul R. Dommel, a Consultant to Brookings and Associate
Professor of Political Science at the College of the Holy Cross in
Worcester, Massachusetts, conducted the research on the distributional
effects of the CDBG program and was pr1n01pally responsible for Part IT
of this report. Barah F. Liebschutz, s Research “Associate at Brockings,
concentrated on Part ITT on the uses and effects of CDBG funds. Both
Dommel and Liebschutz also served as field researchers. Margaret T.
Wrightson and Linda C. Berger, Research Assistants at Brockings, processed,
coded, and helped to analyze the field research data. The three authors
and I met frequently to design and conduct the research and plan and
write this report. Colleen L. Copley coordinated the handling of the
manuscript; she and Thomas T. Somuah typed it. Chépters l—T and 9-11
were edited by Johanna Zacharias.

Officials of the United States Department of Housing and Urban
Development, respondents in the sample jurisdictions, and experts on
urban development provided invaluable assistance in many phases of this
work. ©Specral thanks shouwld be extended to a number of HUD officials,
Frederick J. Eggers, John L. Gardner, James R. Broughman, Donald G. Dodge,
Robert 5. Kenison, Paul E. Burke and Warren H. Butler, and alsep to two
former HUD qfficials, David P, Lafayette and David 0. Meeker, Jr.

The findings and conclusions presented.here are. solely the responsi-
bility of the authors; they do not reflect the views-of “the Trustees,
officers, or other staff members of the Brockings Institution.

Richard P. Nathan

Washington, D.C.
January 26, 1977
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CHAPTER 1

FOLLONING A FEDERAT, PROGRAM

Over the past four years, an important objective of the Governmental
Studies Program of the Brookings Institution has been to develop a
methodology for monitoring the implementation of new domestic programs
of the federal govermment, By and large, the socizl science community
has not devoted much effort to these kXinds of studies. Longitudinal
research on what happens to policies once they are enacted requires not
only a major investment of time, but for a nation as large as the United
States, a neiwork of researchers equipped to tackle the many aspects of
program impact, Once a new law is enacted, the tendency among social
scientists had been to turn their attention to the next hot issue,
rather than conduect research on how well any given plece of policy is

or is not converted into its intended resulis.

Launching the Monitoring Process

In the belief thai research into the implementation of newly
enacted policies is both practicable and necessary, the Brookings
Institution launched in December of 1972 a study of the five-year, $30.2
Ppillion federal program for general revenue sharing enacted in October
of that year, The study has already yielded ome book (Monitoring

Revenue Sharing, Brookings Institution, 1975), and the second of three

planned volumes is %o be published in 1977, The Brookings revenue
sharing study examines the distributional, fiscal, and political effects

of this program., Analysis of the latter two kinds of effects—-fiscal and



political--is based primarily on field research comducted for sixty-
five gtate and loecal govermments receiving gemeral revemue sharing
payments,
The general revenue shaving program, recently renewed for three

and three-guarter years, is only part--albeit a major one--of a

bagic change in the grant-in-aid policies of. the federal government.
Aong with revenue sharing, and reflecting the federal govermment's
alm to shift responsibvilities away from Washington and onto state and
local jurisdictioms, the federal government has been experimeniing
with so-called block grants., The largest such experiment, and in
our view the most imporiant, is the commmity development bloek grant
(CbBG) program, administered by the United States Department of Housing
“and Urban Development (HUD).

Familiar with the Brookings research on gemneral revenue sharing,

the Office of Poliey Development and Research of the Department

of Housing and Urban Development contacted the Institution shortly
afté; the enactment of the CDBG program to discuss a possible parallel
study of its implementation, The Depariment‘'s aim was to establish

a research project that would get wnderway immediately and that would
yield data in time to be used when major questions involving the

next steps for the commmity development block grant program are up
for consideration in Congress, An agreement was reached to initiate
guch a study, and work began early in the spring of 1975, A natiomnal
study design was developed, a central staff was recruited, and field

research associates were seleected for sixty-two jurisdictions--



including fifty-onme cities, ten urban counties, and one rural county.
Two rounds of fleld research are jo be conducted, each covering one
year of experience under the new program and each serving as the

basis for a reporti to HUD,

Block Grants and Their Antecedents

Now entering its third year, the new block grant program for
community development was enacted August 22, 1974, as Public Law
93~383. (See Appendix I for a fascimile copy of Title I.) The act
authorizes $8.3 billion over three years to be distributed by the
Department of Housing and Urban Development in the form of broad,
flexible payments made by the federal government %o qualifying local
governments, The CDBG program took seven previously established
federal assisiance programs and amalgamated, or folded, them into a
single new grant program. The seven "folded-in" grants subsumed
under CDBG are urban renewal, model cities, water and sewer facili-~
ties, open spaces, neighborhood facilities, rehabilitation loans, and
public faeility loans,

Two major and closely related aims of the CDBG program are to
simplify federal grant-meking and at the same time to increase the
flexibility of commmity uses of federal funds, Although CDBG funds
are less regirictive in their application than the folded-in grants,
there are legislatively established, substantive and procedural
requirements, An application is reguired from each perticipating
c¢ity and urban county; each application must contain a three-year

community development plan, an annual community development program



sfatement, and what the act calls a housing asssistance plan,
"National goals" and permissible uses for funds, although quite
broad, are outlined in the aet., Information to eitizens and citizen
participation are required, Priority must be given to activities
that benefit families with low or moderate incomes,

Within the CDBG framework, the Secretary of Housing and Urban
Development may disapprove an application only 1f the description
of the applicant's intended uses are, in the language of the act,
"plainly inappropriate” to meet the stated needs and objectives,
or 1f the facts presented or the needs stated in the application
gre "plainly inconsistent" with the known facts, In order to avoid
delays, which wmder the folded-in grants often held up the awarding
of fimds, the act specifies that the Secretary of HUD must reject
an application within seventy-five days. If the Secretary falls
to act within that time, the application is aubomatically approved
under this "veto-only" review process, v

In fiseal 1975, 2,48k localities received community development
block grants. Some communities, though ineligible for funds under
the distribution formula prescribed in the new allocation system,
received continuing aid., Seven hundred and forty small cities with
popalations under 50,000 gualified for CDBG funds on what the act! i
refers to as "hold-harmless" basis, which stipulates that former
recipients under the grant programs folded into the new CDBG program
are automatically entitled o receive funding, in most instances
equal to the average amount which they had received annually belbween

1968 and 1972, Small cities and counties mnot emtitled to block grants



on a hold-harmless basis are eligible for funds distributed at the dis-
cretion of the Secretary of HUD, Most important of all, however, are
the allocations to larger units, including 365 central cities, 156 other
cities with populations of 50,000 or more, and 73 urban counties,

All of these jurisdictions automatieally qualify for block grants,
either on a hold-harmless basis or according to a new distribution
formila based on population, overcrowded housing, and poverty. ’(Part

II of this report explains the allocation process in detail,)

Qrganizing the Field Research

The organization of the field research network was the first step
in the research process., In mid-summer 1975, the sample was chosen
and ; draft report fofm for the field research was mailed to thirty-
five Brookings associabes appointed by the President of the Tnstitu-
tion, A research conference to review this drafi report form was held
at Brookings in Washington, D.C., September 11 and 12, 1975. The
final version of the report form, refleeting the conference discussion,
was sent to the assoeciates for their submission February 15, 1976,

(A facsimile of the report form is included at the back of this report
as Appendix II,)

Reports from the associates are bhased on a uniform framework
relating to the uses, fiscal effects, geographical and income-group
distribution of impact, and political effects of CDBG funds. Responses
were based on available governmental data, on budget and program
documents, and on extensive interviews conducted by the asscciates.
Eagh'associate determined whom to interview, submitting a list of

names of all respondents with his completed report. Reports were



returned to Brookings in mid-February, 1976, where they were coded
and analyzed,

A second research conference of the associates was held April 21
and 22, 1976, at which a draft report form for the second year of the
program was reviewed, put in final form, and later sent to associates
for completion by February 15, 1877, While the field research was
being designed and put in place, work was begun to study the impact

of the CDBG allocation system and to develop aliternative formulas,

Characteristics of the Sample

The sixty-two communities under study are a representative sample
which includes thirty central cities, twelve satellite cities, and ten
urban counties; in addition, the sample includes ten non-metropolitan
jurisdictions that received CDBG aid in 1975. For the first year of the
program the sample contained 8.2 percent of all central cities, 7.9
percent of satellite cities, 13.7 percent of participating urban counties,
and about 1 percent of the non-metropolitan jurisdictions included in
‘the CDBG program, The units selected for monitoring were chosen
with the following factors taken into account: (1) type of CDBG
recipient,gy’(2) geographical distribution, (3) population size and
density, (4) poverty and income characteristics, and (5) previous *
categorical grant experience -- that is, pre-1974 involvement in the
programs folded into the new block grant system. Altogether the sample
units, which include the nation's four largest cities, account for 22.7
percent of the CDBG funds paid Qut in the first year of the program,
Appendix IIT at the back of this report lists the sample jurisdictions
with their major characteristics. As Table 1-1 shows, tThe regional

distribution of the sample jurisdictions is evenly divided,



Table 1-1. Regional Distribution of CDBG Recipient Localitles Studied

Number in Percent of
Region ' sample sample
Northeast 16 25.8
i dwest 16 25.8
South 16 25.58
West ik 22.6
Total 62 1.00

Source: From U.S. Census Bureau data,

Table 1-2 shows the sample jurisdictions grouped by population

gige,

Table 1-2. Population Size of CDBG Recipient Localities Studied®

‘ )

Number in Percent of
Population sample sample
1 million and above 12 19.4
500,000-1 million 10 16.1
250 ,000-500,000 T 11.2
100,000-250,000 T 11.2
50,000-100,000 1k 22.6
Undexr 50,000 12 19.h
Total 62 8G.9

Source: From U.3, Census Bureau data,

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



Table 1-3 groups the sample units according to their previous

experience under the folded-in categorical grants.

Table 1-3. Level of Pre-CDBG Grand Experience® in Sample Jurisdictions,

by Community Type

High previous Moderate pre- Low previous No previous

categorical vious program categorical  categorieal

Comrnmity type experience experience experience experience
Central Cities 15 12 3 o
Satellite Cities i 0 T 1
Urban Counties 2 0 6 2
Non-metropolitan

areas 6 0 0 L

Total 27 12 16- 7

Scurce: Calculated from U.S5. Department of Housing and Urban Developmernt
data,

¥ Pased on the ratio for each recipient unit of its per capita amount
received under the previous programs to the national per capita mean.
"High" is over 150 percent of the national mean of $17.63 per capita
(ermual average, 1968-72); "moderate™ is 50-150 percemt of this amount;
and "low" is 50 percent or less.

Questions the Researeh Roiged

The research questions raised by the CDBG program fit into
essentially the same three categories as those for the general revenue

sharing study--politieal, fiscal snd social, and distributional.



The political questlons raised by the new bWlock grant program
are among the most pressing ones, To begin with, bureaucracies tied
to the folded-in grant programs alrezady existed in many communities

‘

as well as at the national level prior to 1974, With the imitroduction

of block grants, will local community development bureaucracies
continue to operate as in the past--often quite independent of-the
rest of local government--or will mayors, county executives, local
legislatures, and citizens' groups come to influence these programs
and activities more heavily? Will HUD officials seek to operste the
new program in the o0ld categorical molds? What will be the role of
members of the Congress and the various interest groups affected?

The second major area for research concerns the interrelated
fiscal and social impacts of the CDBG program. A number of important
questions were put forward at the outset, Will capital spending
predominate? If so, for what kinds of facilities? What kinds of
social serviee programs, if any, will be incorporated into CDBG
applications? How will the uges of these funds &liffer from thoge
of the antecedent grants? Will their geographical distribution
within a commmnity be substantially different? Likewise, will thelr
distribution among income groups be substantially different?
Although comunity development block grant funds mmst be allocated
in a planning process preseribed in law, there is still the pefénnial
bottom line question for the analyst: Are the activities aided "new,”
or are federal funds merely being used to subsititute for loecal

resources to pay for projects that would have been undertaken even
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in the absence of federal aid?

The third masjor set of questions raised by the CDBG program involves
its national distributiomal effects. To what extent
are regources being shified away from cities previously involved in
urban remewal, model cities, and other HUD programs? Are the gainers
newer cities, wealthier cities, suburban cities, urban counties, smaller
cities? Why does the formia favor these units? Are important policy
issues raised by funding shifts? What kinds of formula alternatives
should be considered?

Finally, cutting across the political, fiscal and distributional
questions are larger questions that this research can help to answer,
What are most serious problems of the nation's cities? What can be done
to help these eities? The block grant program for community development
provides a basis for considering these questions using statistical data
and observations about the priorities and decision processes of the
semple jurisdictions, It is our intention, both in this report and the
follow-on report (due one year from now), to examine our subject in a

way that sheds light on a wide range of issues of urban governance,

The Firet Report

This report covers the three major areas of research—-(1) distributional,
(2) fiscal and social and (3) political effects for the first program year—-
and also includes a history of the origins of the community development block
grant program, This introductory chapter and Chapter 2, on the
background, passage, and implementation of the program, constitute

Part I of the report.
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Part IT deals with national distributional effects, In Chapter
3, we describe how the formula works and present a set of calculations
for an illustrative city, Lancaster, Pemnsylvania, and its overlying
county., Chapter It analyzes the distribution of the folded-in grants
and the effects of the CDBG allccation system in the first year of
the program, Chapter 5 presents a similar analysis for the sixth year,
projecting the allocational effects to fiscal 1980 when, under the
schedule contained in present law, the CDBG formula system would be
fully implemented, Our conclusion, set forth in Chapter 6, is that
basic revisions are needed in the formula allocation sysitem, Such
revisions should be considered in conjunction with the extension of
the authorization for the CDBG program beyond its third year.

Chapter 6 presents nine alternative formilas for distributing CDBG
funds and recommends the adoption of an approach that combines the
existing system with one that places greater stress on physieal
development needs,

Part III, comprising Chapters 7, 8, and 9, deals with the uses
and effects of CDBG funds. This subjeet is examined from various
perspectives~-fiscal effects, the geographical pattern of funding
within recipient jurisdictions, and the impact of CDBG funds on
different income groups, especially low- and moderate-inceme groups,
required under the law {o recelve emphasis. Our interest in this
section is not just in how funds are used, but, to the extent that
we can gauge it at this time, in who benefits, This subject--Who
Benefits?--is the title of Chapter 8, Chapter 9 examines the leverag-

ing effects of CDBG funding, that is, how they stimulate other types of
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support for commmity development,

Part IV deals with the impact of CDBG funds on the political
processes of recipient units, conceniraiing on the decentiralization
aims of the new program, In this section, Chapter 10 focuses on the
role of generalist officials and program specilalists, Chapter 11
deals With a major point of emphasis in the CDBG legislation, citizen
participation,

The final section of the report consists of a summary chapter on
major findings and conclusions to date, The recommendations in this
chapter concentrate on formula issues, which can be most fully
considered in the first program year and which in our view require

immediate legislative attention,

Preliminary Conelugions
AMthough our work to date considers only the first year of the

program, a number of important findings have emerged, among them:

¢ The basic idea of the block grant appears to be working to
the extent that its proponents sought to combine two
principal elements--(1) an emphasis on ecapital expenditures
for commnity development and (2) features to promote greater
flexibility for recipient govermments in determining their
commtiities'® needs and priorities,

e Capital spending clearly predominated in the first-year
allocations of CDBG funds, This involves a combination of
new capital spending, in large measure for relatively short-

term purposes, and the continuation of pre-existing and



longer-range urban renewal projecths,

The emphasis in the first-year allocations of
CDBG funds has ﬁeen on neighborhocd conservation
strategies and programs intended o prevent urban
blight, and generally focused on housing rehabilitation
and related public improvements in transitional or
marginal neighborhoods.

The majority of CDBG first-year allocations were
classifieé by the field research associates as
benefitting low and moderate-income persons, with
abéut one~guarver of the funds allocated for
commmity-wide purposes and the rest either
classified by the associates as unéllocable on

this basis or allocated to other inccome groups.

In sum, the patiern of benefits indicates a geographical

spreadang out of activities within jurisdictions (as
compared to the folded-in grants), reflected both in

the neighborhood conservation uses of CDBG funds and

the political processes (including citizen participation)
adopted by the recipient jurisdictions.

Attempts were made by many jurisdictions to use block
grant funds to leverage private'funds as well as other
public funds., The leveraging effects that can be
observed; however, are not large and are characterized

by implementation delays. Housing rehabilitation 18 the

largest functional area for ccmbined public-private

13
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activities undertaken with CDBG fuPds.

Generalist officials, particularl& chief executives, have
played a prominent role in community development decision-
making , both on procedural and substantive matters,

Their role tends to be much more important under the
block grant program than it was under the pre-existing
federal grant programs for community development, which
in the case of urban renewal and model cities generally
were administered by quasi-autonomcus or independent
local agencies or authorities.

Citizen particaipation, contrary to whai some observers
anticipated, has been a very significant feature of the
program's implementation in the first year, especially

1n those cases 1n which local officials demonstrated a

gtrong positive attitude toward these activities.

The analysis in this report of the distributionsl effects of
the CDBG program demonstrates that in relative terms the
allocation gystem favors small and suburban jurisdictions; it
disadvantages older and distressed central cities, We
propose gpecific changes in this alloecation system and show

how they would affect all mejor units entitled o CDBG funds,

Chapter 6 contains proposals for changing the current
formula, The final chapter in this volume goes
beyond the existing allocation system and recommends
a formula add-on for needy cities; $500 million in

supplemental ¢DBG funds are allocated on this basis,

* * *



As stressed throughout this report, the answer to the question
of whether these firsi-year findings indicate success or failure

for the (DBG program depends upon the values and perceptions of the

individual reader.

FOOTNOTES TO CHAPTER 1

1/ The "veto-only" review process applies only to "entitlement
Juriedictions,” As a practical matter, what this involves is that
smaller jurisdietions eligible for CDBG grants at the discretion
of the Secretary are ireated in the ususl way -- 1r.e., HUD can
e1ther approve or disapprove their applications.

2/ As explained more fully in later chapiters, the sample does not
include any discretionary jurisdictions within metropolitan areas,

15



" CHAPTER 2

THE COMMUNITY DEVELOPMENT BIL.OCK GRANT PROGRAM:

BACKGROUND, PASSAGE, AND TMPTLEMENTATTON

‘On August 22, 1974, Gerald R. Ford signed into law the Housing
and Community Development Act of 1974, Because "the nation's cities,
towns and smaller urban communities face critical social, economic
and environmental problems,..,” the act declares, "the future
welfare of the nation and well—ﬁeing of its.citizens depend on the
establishment of viable urban communities as soeial, economic and

t1

political entities.... The new legislation's stated main objective

is ™he creation of viable urban commmnities,” Toward this end it
provides, in Title I, for bleck grants for community developmeni and,
in Title II, for housing assistance for persons of low and moderate
income.l/ (The full text of -Title T, in facsimile, is
reproduced as Appendix I of this report.) In the past, community
development and housing pfograms had been enacted as parts of a
single legislative program but were administered separately. The
197h legislation for the first time established & direct link between
them., The authors of this report and the associzted researchers in
the field are interested in this relationship {discussed later in
this chapter); our principal focus, however is on Title I--the
community development block grant (CDBG) program.

Although the program is new in several important respects, it

draws heavily on almost forty years of federal policies for community

16
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development. Like most domestic legislation, the CDBG program was
the product of long deliberation in which widely varied perceptions
and interests helped shape the outcome.

The first section of this chaplter reviews the evolution of federal
involvement with commmnity development; the second section describes
the sequence of evenis that led up to enactment of the CDBG program;

the third foeuses on the initial steps in its implementation.

EVOLUTION OF THE FEDERAL ROLE IN CCMMUNITY DEVELOPMENT

The Meaning of "Commumnity Development"

Among policymakers, community development is a relatively new term,
It appeared in federal legisiation for the first time in the Housing
Act of 1949, Title I of which was captioned "Slum Clearance and
Community Development and Redevelopment."” Use of the term in reference
to specific domestic programs dates from the mid-1960s when federal
agencies began to characterize activities to renovate urban places as

' In 1966, a separate community.develop-

"community development efforts.’
ment division was created 1n the newly established United States
Department of Housing end Urban Development (HUD), originally as one
of three divisions under an assistant secretary for renewsl and
housing assistance, and, by 1971, as a separate office headed by an
asgistant secretary for community development.

In spite of wide use among federal officials and other policy

¥

experts, the term "community development" remains unclear, To soue,

it refers to the historiecal process by which communities make
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the transition from what is called s "traditional” state to a "modern"
one, To others, it invalves political activity aimed at mobilizing
and organizing citizems to pursue certain social or politieal goals.g/
Still others approach community development from the narrower
perspective of public policy, using the term to mean the process by
which government, through physical development projects and social
programs, improves the surroundings and living conditions of the
populace, This last usage is the most appropriste one in the context
of urban policies and programs of the federal government,

Federsl policymakers have generally held back from precisely

t

defining the term "community development," choosing instead to 1list

broad objectives, with the assumption that the fulfillment of these
objectives constitutes community development. ILyndon Johnson, for
example, conveyed a bold outline of what he believed community
development to be when he'spoke in 1966 of his determination to
"ereate cities of spacious beauty and lively promise where men are
truly free to determine how they will 1ive."3/ One attempt at a
definition was offered by Richard M. Nixon in 1971, when he proposed
that Congress create a department of community development:

Community development is the process by which we seek to
creale and preserve a wholesome living emnvironment for

all eitizens, Such an environment should provide not

only an adequate supply of decent housing accessible to

all, balanced community transportation systems and

reliable public facilities and services but also effective
and responsible institutions of government and opportunities
for the participation of private individuals and voluntary
organizations in government decisions affecting the
commmity, 4/
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Broad assertions of national purpose, though they fall short of
providing a working definition, indicate four basic concerns of
federal policymaking for community development: (1) physieal
improvement of the urban environment; (2) improvement of the soecial
aspects of urban conditions; (3) improvement in the performance of
local govermment:; and (%) increased participation by local residents
in making decisions thet affect their own communities,

The ewolution of federal involvement in community development
activities has been shaped in large measure by changing notions of
what the process of community development is, and at the same time
by constant efforts to reassess the role of the federal government
in state and local affairs., Since the 1950s, commmity development
has been interpreted in Washingion as primarily an effort io
revitalige the nation's deteriorating urban core areas, The magnitude
and complexity of this task, however, became apparent only gradually.
The uncertainty with whiech the federal government became involved
in this area resulted initially in the enaciment of several narrow

DTOgrams aimed at specific community needs,

The Federal Covernment's Hole in Community Development

The first indlcation of the federal government's concern with the
problems of cities came in 1892, when Congress appropriated $20,000
for a study of urban slum conditions., Sixteen years later, President
Theodore Rocosevelt created a commission to survey slum conditions.
Neither study resulted in federal scltion on behalf of cities. In the

years around the turn of the cembtury, urban problems--physicel decay,
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overcrowding, racial conflict, inefficient loeal government--were
regarded as respongibilities for state and local suthorities, not
the federal government, Not until the Creat Depression of the
1930s did the federal government directly confront the problems
of the nalion's cities, in this instance with emergency housing and
glum clearance legislation aimed primarily at providing jobs to
stimilate economie recovery.é/
With the enactment of the first of the Roosevelt Admnistration's
urban rehabilitation programs came the inevitable céntroversy over 1
the manner and extent to whieh the federal govermment ought to
involve itself in local community development. At issue was the
government 's attempt to carry out slum clearance, Such activitieé
in Louisville, Kentuecky, prompted a court challenge in 1935, as a
result of which & Federal Court of Appeals ruled that direct federal
glum clearance was unconstitutional. The court held that providing
housing to a small number of individuals could not be construed as
action in the national interest, and thus did not justify use of the
federal government's power of eminent domain_§/
The decision prompted a shift from slum clearance carried out
direetly under federal auspices %o grants-in-aid for the same purpose.
Despite the early controversy, New Deal federal ventures into
community development established the federal government's role in
providing support for such programs.

In the Housing Act of 194G, the federal govermment for the first

time identified as its objective the provision of a decent home and a



suiteble living enviromment for all Americans, The preamble to the
act declared that

the general welfare and security of the nation and the
health and living standards of iis people require housing
production and related community development sufficient
to remedy the serious housing shortage, the elimination
of substandard and other inadequate housing through the
clearance of slums snd other blighted areas and the
realization as soon as feagible of the gozal of a decent
home and suitable living environment for every American
family, thus contributing to the development and
redevelopment of commmnities.... Z/

-

The 1949 act established the basis for widespread federal support of
hougsing and community development activities; in the following two
decades several additional programs were enacted that broadened the
federal govermment's role in this area, By 1968, there were seven
major federal grant programs for community development, as shown in
Table 2-1, The last listed, the neighvorhood development program,
was, in effect, a special sub-program of urban renewal involving

armualized grants.

21
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Table 2-1, Community Development-related Federal Programs Prior to 1974

Namber
of Total grants Number of
Year projects (in millions localities
Program» begun undertaken of dollars) participating
Urban renewal. 1949 2,106 9,519.8 990
Open space land
grants 1961 b, 585 604 .9 .es
Public facility
loan 1061 1,495 6237 ces
Water and sewer
facilities 1965 2,2u6 685.7 e
Neighborhood
fagilities 1965 800 25,7 663
Model eities 1966 ces 2,270.8 147
Nedighborhood
development 1948 bk 2,18.8 13

Source: Compiled from 1973 HUD Statistical Yearbook, Washington, D.C.
# Tdentified in full on pages 52-53,

Two programs--urban renewal and model cities--provide the foecus for
this review because of their magnitude and because they represent
ma jor steps leading toward the commnity development block grant
program of 197k,

The Urban Renewal Approach, The urban renewal approach has its
origins in Title I of the Housing Act of 1949, which carried over
from the New Deal emergency programs an emphasis on physical develop-

ment in urban areas, principally on slum clearance and new construction.
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Initially called the urban redevelopment program, Title I provided
$350 million in grants for these activities between 1949 and 1953.
From its enactment, the redevelopment program was severely criticigzed
by urban experts as heing too limited in scope and haphazardly
implemented.g/ Pregident Dwight D.'Eisenhower responded to thege
criticisms and others by appointing an advisory commititee on government

v

housing policy and programs in 1953. Reflecting'the committee s
recommendations, the redevelopment program of 1949 was modified,
expanded, and rensmed "urban renewal” by the Housing Act of 195k,

Much of the criticism of the redevelopment program had focused
on procedural matters such as the lack of requirements for adequate
planning and for the involvement of community residents, The Housing
Act of 1954 responded by including in the urban renewal program a
requirement for a "Workable Program for Community Improvement.,” As a
precondition for receiving funds, each participaiing city had to
provide in its "workable program”: (1) a comprehensive plan for
community development, (2) an analysis of the neighborhoods in the
commmity to identify those with blighted areas, (3) an administrative
organization capable of coordinating and administering a community
program, (L) assurance that the entire commmity is informed and
given an opportunity to participate in developing and administering
the program, (5) financial resources to meet the community's share of
the program's cost, (6) housing resources to accommodate persons
displaced by urban renewal, and (7) an adequate housing code,

The planning and citizen partieipation provisions were the most

significant procedural components of the "workable program,” Iocal
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governmentis Were required to assess thelr needs and to plen urban
renewal activities to meet these needs along lines that avoided
conflicts or costly overlaps in activities planned by adjoining
jurisdictions., To facilitate this effort, section 701 of the 195k
act provided plamning funds %o towns with populations below 25,000
and to area-wide plamning bodies for larger cities, The citizen
participation provisions of the "workable program” did not stipulate
how they should be implemented, Citizen participation, therefore,
tended to be perfunctory; local govermments created "blue ribbon™
advisory boards to support renewal plans--often without any
significant volee in the planning and execubtion processes, Thus,
although the "workable program” for urban renewal introduced the
issue of cltizen pariicipation into community development, it
largely failed to bring about aective involvement by citizens,
especially members of low-income and minority groups.

The emphasis on physical rehabilitation of the urban renewal
program resulted in part from a tendency among policymskers to
concentrate on the visible and tangible aspects of urbaﬁ decay,
Harold Wolman, in writing about the politiecs of federal houging
policy, has observed that "much of the concern about easily visible
slums was not aboubt the deprivation suffered by their inhabitants ~
but rather about the affront to the aesthetic sensibilities caused
by these blights on the urban 1andscape."l9/ Yet the emphasis was
not easily shifted, Businesses and trade unions assoclated with the

building industry, because they stood to benefit direetly from



25

redevelopment activities, encouraged the siress on physical improvements.
In addition, local governments favored this approach in the hope fhat
their tax bases would be improved by having higher income groups move
into redeveloped areas, At lezst partially in response to such
pressures, programs enacted between 1961 and 1965 perpetuated the
physical orientation of fedérally‘aided community development. These
were initiated to help provide publie facilities, water end sewer
systems, and open space 1n urban éreas.

It was not until 1966 that the focus of community development
began to change,

The Model Cities Approach, HNew efforts by federal policymakers
1o reshape the concept of assistance for community development were
prompted by the increasingly apparent limitations of physically oriented
programs. The urban unrest that began in the mid~1960s--perceived as
& reaciion among poor people Lo the conditions of life in ghettos--ll/
added a strong stimulus to re-evaluate existing development programs.

The result of these efforts was the Demonstration Cities and
Metropolitan Development Act of 1966 which created the model cities
Program,

Recommended initially by a wask force appointed by President Johmnson
and headed by Professor Robert C, Wood of the Massachusetis Insiitute of
Technology, the proposed program was submitted to Congress by Presildent
Johnson in January 1966, Ti was conceived as an experimental program
that would be 1limited to sixty-six cities with geriously deteriorated

areas, The purpose of the experiment was to demonstrate that rapid

L3
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improvement in deteriorsted urban areas could be achieved by combining
and auvgnmenting existing federal grant programs in a single effort
concentrated on areas designated as "model neighborhoods.” In addition,
the program sought to give greater discretion to recipient localities
and their residents in deciding how federal funds would be used.

The model cities program became law in Novenmber 1966, after Congress
had increased the number of cities that would be permitted to participate
1o 150 and reduced substantially the level of funding sought by the
Johnson Administration, The new program differed significantly from its
predecessors in that it addressed social and economic needs as well as
thysical improvement; it provided funds for job training, employment
opportunities, and a variety of sccial services, as well as for
neighborhood improvements, These changes reflected a recognition by
officials that commnity development must rehabilitate more aspects of
eitigens' lives than just their surroundings.

Procedurally, the model cities program adopted and elaborated on
elements of the urban renewal "workable program” involving planming
and citigen participation; it stressed the coordinastion of related
federal grant-in-aild programs. FPlanning under the model cities program
differed from the urban renewal approach in two respects, First, in
contrast to the urban renewal emphasis on physical planning on a
project~-by~project basis, the model cities program required
comprehensive planning that combined physical, social, and economic
planning for the entire model neighborhood. Second, hecause of the

broader scope of model cities activities, the planning process became
L]
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more prominent, A plemning proeedure to be followed by each participet-
ing locality was outlined in detall by HUD, and the depariment provided
participants with a full year's funding for plenning prior to program
start—up.lg/
The ecitizen partieipation provision of the model cities program
differed from that of the urban renewal "workable program” in that it

required "extensive participation” by the residents of model neighborhoods

rather than an assurance that the entire community had been given an

opportunity for participation. Although the model cities program
expanded on the citizen participation requirement of the "workable
program,” it stopped short of the participation requirements of the
anti-poverty program enacted two years earlier., The commnity action
program created by the Economic Opportunity Act of 196L had stirred up
widegpread criticism of its requirement for "maximum fezsible" citizen
participation, as well as its detailed administrative directives for
local community action agencies. Partly in reaction to this controversy,
federal officials refrained from specifying exactly how the citizen
participation requirement under the model cities program was to be met;
thus, the role of model neighborhcod residents in the program varied
widely among cities, Clearly, however, citizen participation in the
model cities program was to be an importani factor in giving a voice
to neighborhood residents under this and other federal programs. In
1968, at the direction of HUD Secretary Robert E. Weaver, the
admnistrative guldelines of the urban renewal program were amended

to require the creation of "project area committees" as vehicles for
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citizen participation for all new urban renewal prejects involving
regidential rehahilitation,

The model cities program reflected President Johnson's commitment
to uwtilize the resources of the federal government in what he called
a "ereative paritnership” to improve the quality of urban 1life. This
approach, which emphasized an active, wide-ranging role for the
federal government in domestie affairs, Johnson described under the
bamner "ereative federalism,” Although by 1966 the federal
government 's role in providing assistance and guidance to local
governments for community development purposes seemed firmly
establighed, the model cities program stimulasted considerable debate
about what ought to be the nature and extent of the federal
government 's role not just in community development bul in domestic
affairs in general.

The program rsised fundamental i;éues about the federal role in
local affairs because of the extensive involvement of the federal
government in program administration. Initially presented as a means
of increasing the freedom of local governments, the program gquickly
became encumbered with detailed, time-consuming administrative
requirements involving a strong HUD presence at the local level, To
state and local authorities, federal influence appeared all the more
intrusive as officials from Washington began at the same time to
require compliance with newly-enacted civil righte legislation,

Concern with the growing involvement of the federal government

in what had been itraditionally viewed as state and loeal affairs
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became a major issue in the presidential campaign of 1968, As the
Republican candidate, Richard Nixon advanced a view of the federal
system that differed significantly from the position of the Johnson
Administration, Furthermore, by this time unrest in the cities, which
had preoccupied the Democrsts and undoubiedly influenced Johnson's
viéw of the federal government's role in domestic matiers, had
subslided., Now, the size of the federal bureaucracy, the scope of its
activities, and alleged difficulties in achieving efficient and
effective implementatlion of federal programs became prominent politieal
issues, Reflecting these concerns, both party platforms in 1968
committed thelr candidates for the presidency to management improvements,
The Republicans pledged a "complete overhaul and restructuring of the
competing and overlapping jumble of federal programs to enable state
and local governments to focus on priority objectives."la/ The
Demoerats, meanwhile, promised to "give priority to simplifying and
streamlining the processes of govermment, particularly in the
management of the great inmovative programs enacted in the 19605."l£/
Although Nixon offered few specific ideas sbout the proposed
restructuring of federal programs, he argued strongly for a reassessment
of the federal role in domestic programs and for a greater reliance on
state and local leadership., These views not only reflected the
Republicans' long-standing opposition %o the expansion of federal
authority; they also reflected the attitudes o£ a growing number of

officlals at all levels of government, and in addition echoed

recommendations made by the United States Advisory Commission on
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15/

Intergovernmental Relations.

Problems of Coordinatioca and Review., Understandably, the

coordination of federal grant-in-aid programs in urban aress was
not a concern when the urban renewal progrsm was enacted, By the
mid-1960s, however, because of the sharp inerease in the number and
scale of urban programs, it became an important issue., The belief
became widespread that there was a serious need for coordination,
both along geographicsl lines and on the basis of program function.
By supporting area-wide planning, the section TO1 under the Housing Act of
1954 promoted coordination along geographic lines, in an effort to foster
a broad-based awareness of the impact of loecal programs, In a similar
way, the model cities program was held up by many of its propoments
as a major effort to allign the various functional areas in which
federal grants were provided for community development,

These efforts, especially those focused on regional planning,
were buttressed by Title IV of the Intergovernmental Cooperation Act
of 1968, which directed the president to establish "rules and regula-
tions goverming the formulation, evaluation and review of federal
programs and/or projects having a significant impact on area and
commmnity development..." Title IV was implemented by the Office of
Management and Budget in its Cireular A-95, Part I of Circular A-G5
established a "Project Notification and Review System,” under which
state and area-wide clearinghouses (state and areawide plamming bodies
designated by the Office of Management and Budget) were empowered to
review and comment on proposed grant applications to the federal government,

#ith special attention to the consisteney between the activities
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proposed and existing arez-wide plans, Until 1974, the impact of
Cirevlar A-95 on community development programs, however, was slight
because so few programs were covered by its review process. The
CDBG program may be geen in part as a response to the need for
adequate coordinvation of federal grant-in-aid programs--both on =
geographic and a functional basis,

FORMULATION OF THE COMMUNITY DEVELOPMENT

BLOCK GRANT PROGRAM
The block grant program of 1974 represents a turning point in the

federal government's approach to commmity development. The Ford
Administration, which took office as the program was clearing Congress,
was hopeful that the program wouid help quiet the continuing criticism
of federal intervention into state and local affairs, The CDBG program

would, in President Ford's words, '

'...help return power from the banks
of the Potomac to the people in their own communities., Decislons will
be made at the local level, And responsibility will be put squarely
vhere it belongs--at the local level." lé/Such expectations may have
been over-optimistic, Although the act contains important new
featuyres, it is not so sharp a break with past approaches to federal
community development acti;ities ags the Nixon Administration had
originally sought. Despite the fact that Nixon resigned from office
only two weeks before the CDBG act was signed, the progrem stands as

a legislative achievement of his presidency. Almost as soon és Nixon

took office, efforts to formulate a new approach to federal assistance

for commmnity development began.
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The CDBG program was not solely a creation of the Nixon Administra-
tion; it was in reality the result of a long, often intense gstruggle
between the Administration and the Congress., Many of its feabures
reflect efforties to reconcile views held by the executive and by both

chambers of Congress,

Toward the CDBG Program; The Nixon Administration's Role

The New Federalism ag a Philosophical Guide, Roth during his

campaign for the presidency in 1968 and after his inauguration,
Richard Nixon criticimed the rapid growth of the federal government's
domestie role and urged steps to shift responsibility away from
Washington and onto state and locecal authorities, Farly in Nixon's
first term of office, in azn effort to  rieve decentralization, he
proposed the adoption of revenue sharing, along with a number of related
changes in existing domegtic_programs of the federal government, In the
initial presentation of his domestic program, televised on August 8,
1969, Nixon set forth his concept of ",..a New Federalism in which
power, funds, and responsibility will flow from Washington to the
States and to the people."lZ/ The New Federalism looked towerds a
sorting out of govermmental responsibilities, assigning to state and
lceal governments those responsibilities that could, in the
Administration's view, besi be performed at those levels and retaining
at the national level functions most effectively dealt with centrally,
Buf, devising the desired new approaches proved extremely difficult.

For about a year after unveiling the New Federalism, the Nixon

Administration labored over a wide range of issueg related to the
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redesigning of programs in the area of community development,

The model cities program was one of the first to receive attention.
Transition task forees had been considering the fuiure of this program
along with other social programs, even before the change in Administra-
t1on in January, 1969.l§/ In the spring of 1969, the President
appointed another task force, headed by Harvard urbanologist
FEaward R. Banfield, to study the model cities program. In its report
to the President in December the task force urged continuation of the
program, recommending a substantial reduction in the level of direct
federal control, Tt also urged the eventual adoption of a "revenue
sharing approach" to aiding urban areas.;g/

Other in-house studies of the model cities program were undertaken
first by The short-lived Urban Affairs Council, headed by Daniethatrick
Moynihan and later by the Domestic Couneil, headed by John D, Fhrlichman,
In addition, the Office of Management and Budget and the Department of

20/

Housing and Urban Development conducted studies, Partly in response
to these various evaluations, HUD began in 1971 to initisate
administrative changes in the model cities program. Refleeting the

ideas and objectivegs of the New Federalism, these changes streased
coordination among existing communiiy development programs and efforts

to strengthen elecied, general-purpose local governments under the

model cities and related federal assistance programs, On the basis of
these changes, officlals promoted the idea of a reformuleted model

eities program as an example of the New Federslism approach in action.gl/

Specisal Revenue Sharing, Parallel with the efforts to alter the

model cities program o reflect the New Federalism, Administration
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officials continued working to design a new community development
program, Late in 1970, the Administration decided that the so-called
"special revenue sharing” approach should be applied to community
development, as well as five other functional areas.gg/ President
Nixon amnounced this decision in his State of the Union Message on
January 22, 1971, On April 9, 1971, in a special message to Congress,
he proposed legislation to establish a special revenue sharing program
for urban community development,

Meanwhile, administrative revisions of the model eities program
were being advanced in this period, On May 18, a modification of the
model cities program conforming it to the prineiples of the New
Federalism was ammounced--the "amnual arrangements program.” This was
o be the first of two experimental programs aimeq at achleving some
of the goals sought by the special revenue sharing approach, but in
thie cage by administrative sction, Also to be carried out under the
umbrella of the model cities program was the "plarmed variations
program,” launched on July 29, Both plans were described by HUD as
the "forerummer of such significant initiatives as Community Development
Revenue Sharing.'ézif

Under the amnual earrangements program HUD offieials met with
representatives of participating jurisdictions to negotiate a
"package' of commmity development activities for that particular
jurisdiction to be funded by HUD., This differed from past practice
under the model cities programs in that it involved a jointly developed

annual plan for the activities in the neighborhood(s) to be aided by
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the federal govermment and local officlals, -
Plammed variations, the more broad-ranging of the two experiments,
contained three elements: (1) a eity-wide model cities program; (2)

“chief executive review and comment, "

whereby the local chief executive
was given substantial coordinating responsibility, the right to review
all related applications for federzl assistance to his commmnity and
the funds needed to carry out this veview; and (3) "minimization of
review " a commitment by HUD to curtail its involvement in the review
process, delegating the mejor part of ite review powers to the chief
executive, Of the twenty cities under the plamned variations program
begimning in 1971, sixteen participated in all three phases; four
participated only through the adoption of a chief executive review and
comment system.gg/
The special revenue sharing approach, being formulated simultanecusly
with these administrative modifications, represented an important¥step
in the Administration's efforts to translate the New Federslism into
concrete terms, There were five main parts to this program: (1)
consolidation of the urban renewal, model cities, and neighborhood
facilities programs; (2) replacement of categorical grant applieation
procedures with a process by which funds would be allocated to certain
types of qualifying communities according to a statutory formula; (3)
reduction in the administrative and procedural requirements associated
with categorical grants; (4) assignment of all funds and decision-

making responsibility to general-purpose local governments instead of,

as was often the case under the model cities and urban renewal programs,
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to special, quasi-autonomous bodies or independent authorities; and
(5) elimination of requirements whereby recipients of federal grants
must mateh these grants, up to a certain proportion of the cost of
aided projects, with funds from their own sources,

Although congressional sentiment in 1971 appeared favorable to
someé of the Administration’s objectives--in particular, fto consolidation
“of the categorical grants into a single, simplified program, and to
placing greater responsibility on general-purpose local governments—-
there were two major areess of disagreement between the Pregident and
Congress. The most important ome from a tactical standpoint was the
Administrationts decision not to include a recommendation for new
housing legislation with ite community development proposgal., The second
and more substantive dispubte concerned the issue of decentralimation,
Congress was not prepared to relinguish as much responsibility for
defining® national objectives for community development as the
Administration’s proposal implied, For these reasons, as well as others,
the Ninety-second Congress {1971-72) did not enact the Nixon Administration's
special revenue sharing plan for urban commmnity development.

Seizing the initiative, the housing subcommittees of both chambers
of Congress drafted slternative housing and community development bills,
The Senate commii%ee version won full Senate approval; but a similar

bill drafted in the House of Representatives failed to reach the House

floor before the close cf the Ninety-second Congress.
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IThe Betier Communities Act--Special Revenue Sharing by Another Name,
In Mareh, 1973, just after the Ninefy-third Congress convened, the
Administration submiited & second proposal, which was entitled the
"Better Commmities Act,” Aside from its new name, it d%gfered only
glightly from the original special revenue sharing proposal of 1971,
The most notable differences between the two proposals were: (1) that
the 1972 bill ineluded three other federal grant programs in the
consolidation package (open spaces, water and sewer facilities, and
the public facilities loan programs); (2) that it stipulated thal urban
counties, not just cities, would be eligible for commmity development
grants; and (3) that it contained a "hold-harmless’ provision to
protect communities already receiving federal aid from losing funding
under the new program,

The Better Communities Act was, as George
Gross, then Counsel to the House Ranking and Currency Commlttee's
Subcommittee on Housing, put it, "a warmed over version" of the
Administration's 1971 speeial revenue sharing proposal.gz/
Ingtead of submitting a compromise proposal that reflecited some of the
cancerns expressed by the Congress, the Administration tock e hard
bargaining position and prodded the Congress to azccept its position.
In his budget message for fiscal year 1974 President Nixon announced
the suspension of the seven grants folded intc the Better Communities

Act, as a means of pressuring Congress to act favorably on his’ plam.
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In a radic message broadecast on March 3, 1973, President Nixon appealed
for public suppert for his approach to community development, emphasizing
his determination to take local community development decisions out

of the hands of federal bureaucrats and assign them instead to

elected officials. Four days later, in what the Administration billed

as the fifth in 2 series of mini-State of the Union messages, the

President reiterated his appeal.
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Shaping the Block Crant_ _Program in Congress

In 1973, the housing subcommitiees of both the House of
Representatives and the Semaie again drafted their own commmity
development billg, both of which differed significantly
from the proposed Betfer Communities Act. In addition,
mejor distinctions between the House and Senate spproaches emerged.

Stalemate in the Senate, The Senate took the lead in responding

to Nixon's proposal, On May 9, 1973, the chairman of the Senate
Committee on Banking, Housing K andUrban Affairs, Senator John J,
Sparkman of Alabama, reintroduced the community development section of
the bill adopbed by the Senate in 1972, Two monthes later the Senate
housing subcommitiee, under Sparkman's leadership, added its own
housing title to the bill; between July 16 and October h, 1973, the
subcommittee held twenty-six days of hearings on the bills proposed
by the Admnistration and the Senate subcommitiee, In mid-February
1974, the full Banking, Housing, and Urban Affairs Cormittee reported
out a bill similar to the one the Senate had passed in 1972 and
radically different from the Adminigtration's proposal. The Senate
committee sought an omnibus housing and community development bill,
reflecting the high priority the Senators and the many witnesses who
had testified before them placed on getting new housing legislation.
In addition, the Sparkman committee's bill rejected two key elements
of the Administration's special revenue sharing approach--the use of
a formuls to allocate funds and the Administration’s strong emphasis

on decentralizsation,
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Decentralization remained a persistently asggravating issue
throughout the Senate subcommittee's deliberations. Sparkman, in
a speech to the Senate in May complained that "the principle of
gpecial revenue sharing,..carries with it a transfer of responsibility
for meeting national objectives from the federal govermment to loeal
governments with no buili-in means for direchbing or evaluating how the
federal fundg are spent other than a pogt-audit for accounting and

» . ;126/ »

auditing purposes, Senator Robert Taft, Jr. ofChio, a

Republican, went further:
With the advent of general revenue sharing to supplement
local tax efforts and improvement in the budget predicament
of many localities, there is no reason to create ancther
fund transfer program which simply provides localities with
more federal money to use virtually as they see fit,,.
Furthermore the essence of any community development
program--housing and physicel development and redevelopment--
probably deals more fundamentally with the problems of
racial integration, whieh have proved so difficult for
localitles to tackle even with strong federal directives,
than any other federal program, Because of such problems,
I feel that commumnity development is ome of the least
suitable types of program areas for a totally "hands —off"
revenue sharing approach, 27/

Senator Joseph R. Biden, the junior semator from Delaware,
expressed speeial ceoncern for how low and moderate-income persons,
espaelally minorities, would fare under the Administration's approach,
He suggested that in spite of their good intentlons, local politicians
would find it difficult to handle such conbroversial issues as
housing for low-income and minority groups,gﬁ/

In rejecting the Administration's views on decentralization, the

Senate committee 1ill restricted the freedom of localities in implement-

ing the proposed program in three ways, First, it included a list of
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national objectives to be pursued under the program, Second, it

imposed specific limitations on the use of grant monies, {One such

-

limitation, urged by Edward W, Brooke, Republican junior senator from
Massachusetts,‘was that no more than 20 percent of a jurisdic%ion’s
allocation be’used for social gervices--this, in an effort té-insure
that physical development would be emphasized in the program, A
similar restriction, put forward by Senator Taft, required that at
least 80 percent of the funds received be gspent in such a way asg to
be of direct benefit to families of low and moderate income or to
blighted areas.) The third restriction concerned the question of
whether or not theréfShould be an application process. The committee
bill reguired that recipients present aﬁ application that outlined

the uses of what it reférred to as "block grant” fdnds, and thét
these proposed uses be consistent with naticonal objectiﬁes and-
all other_érocedurél requirements speéified in the act.

Before the senétors‘rejected the Administratrgn‘s proposed formula
method for allocating funds, they deliberated over several alternative
formulas, finally reaching the conclusion that none of them distributed
funds in proper proportion to need, Instead, they proposed a hold-
harmless mechanism for localities already receiving community develop-
ment funds and a continuation of discretionary funding by HUD for all
other eligible localities, This decision represented a major shift
in the committee's position from its stance in 1972, when it had

recommended the use of a formula for allocating funds. Senator

Taft's comments on-this decision summed.up the committee's viewpoint
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on this issue:
I find it difficult to argue in prineciple against the
concept of funds distribubion based upon a formula which
reflects an "objeetive" indication of community needs,..
The case for a formula bears welght in direct proportion
to the extent of funding distortions and inequities which
have occurred under the present systems, and its ability
to rectify them., Unfortunately no formula which was
presented to the Committee seemed to match my sense of
relative commmity needs any better than the funding
dietribution under past programs, 29/

Throughout the Senate's deliberations on commmity development
legislatien, the Administration made 1little effort to advance its
cause, When hearings began in the Senate, the Admintistration, in
nc mood to compromise, appeared confident that Congress would
ultimately accept its proposal,

Housing legislation remsined the Senate commitiee's primary
coneern, The Administration, however, still had not decided on what
kind of housing program, if eny, it was willing to support., When
asked by the Senate committee aboubt the Administration’s housing
policy, HUD Secretary James T. Lynn could only refer to a
fortheoming presidential message on housing, billed in advance as
a major policy statement set for September 19. For the time being,
it seemed that no progress could be made on the housing issue,

Spokesmen for the Administration who testified before the
Senate commitiee gave the impression that they would concentrate
their efforts in behalf of the Betiter Commumities Act on the House of
Representatives, On March 11, 197&, when the Senate passed by a 76-11

vote the version of the Housing and Commumnity Development Act

recommended by its Banking, Housing and Urban Affairs Committee
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the gulf between it and the Administration became even wider than it
had been in 1972. Neither side wes willing to yield ground,

Concegsions in the House, The House of Representatives dcted
second; it was clearly the more influential of the two chambers in
shaping the fimal legislation, On September 5, 1973, Democrats William A.
Barrett of Pemnsylvania, the Chairman of the Housing Subcommittee of
the House Banking and Currency Committee, and Thomas L, Ashley of
Ohio introduced the Housing and Urhan Development Act of 1973, which
conbained virtually all the elements of the 1972 1bill that had
falled to reach the floor of the House and that the Administration
had found unacceptable, On October 5, the Housing Subcommititee began
hearings on the Barrett-Ashley Bill and on the Better Communities
Act, As had been the case in the Semate, the bill met strong
opposition, Bul umlike the situation in the Semnate, shortly after
the hearings began, key members of the House subcommittee began
behind-the-scenes negotiations with Administration officials to arrive
at a compromige bill, The main impasse in these negotiations was
broken in February, 197k, when House and Administration representatives
agreed on terms to resolve their primary source of disagreement--the
decentralization issue, The compromise centered around the use of an
application process that would permit some federal contrel, a poinmt
on which the subcommittee insisted, while at the same time significantly
limiting the role of the federal government, Democratic Representative
Richard T, Hanna of California, & relative newcomer to the subcommitiee,

played a major role in securing this compromise,
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The Watergate affair proved to bhe a factor in producing this
first compromise, Key subcommittee members, notably Ashley and
Republicans William B, Widnall of New Jersey and Garry Brown of
Michigan, recognized that passage of housing and commumity development
legislation might he hindered by the move toward impeachment of
President Nixon unless Congress acted quickly. A second element
that spurred compromise was that the Administration, now preoccupied
with Watergate, delegated to HUD Secretary Lynn responsibility for
securing passage of acceptable legislation, Abandonming +the
Administration's earlier, inflexible posture, Lynn adopted a give-
and-take attitude.

St111 another factor facilitating compromise and fast action
involved organizational support. A number of +the groups lobbying for
passage--notably the National League of Cities/United States
Conference of Mayors-—stepped up their pressure on both sides, but
especially on the Administration, to urge greater flexibility,

The stmosphere of compromise was enhanced by the Administration's
offer, albeit reluctant, of a housing program on September 19, 1973.
Like their Senate counterparts, the House subcommittee was determined
10 have a combined housing and compunity development bill, When
Secretary Lynn appeared before the House subcommittee on October 5,
he was commended for the release in September of the housing study
produced by his department and for the proposals contained in the
Pregident's message on housing, Although many commitiee members were

dissatisfied with the contents of the President's housing message,
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the fact that it was delivered suggested that the Administration would
now accept the jdea of an omibus housing and comminity development
act,

In this new spirit of cooperation, the House subcommittee
proceeded to draw up a bill that, it was hoped, would be acceptable
both to its own members and to the Administration, Compromises between
the House gsubcommittee and the Administration involved two major
issues besides the application procedure, Housing legislation was one
of them; the Barrett-Ashley bill included a housing "block grant®
program that provided allocations by formla for low-income housing.,
This proposal contemplated a large-scale modernization and renovation
of existing housing; the Barreti-Ashley bill alsc envisioned the
continuation of some housing gubsidies for new construction
already in effect, The House subeommittee later dropped its
housing hleck grant proposal in favor an Administration proposal
for a single new housing program o replace existing housing programs,
At the urging of Representative Ashley, the House program linked
housing subsidies to commmunity development by including a requirement
that a "housing assistance plan™ (HAP) be prepsred by each applicant-
for a commmity development block grant and submiited to HUD as part
of the application, (The House, like the Senate, was now using the
term "block grant" ag opposed to special revenue sharing,)

The other unresclved issue between the Administration and
the House subcommitbee was the level of funding for the community
development program, The Administration proposed a spending

ceiling of‘$2.3 billion for the first year of the program, an amount



equel to spending under the folded-in programs, The House bill
proposed $2.45 billion in the first year, $2.65 billion in the
second year, and $2.95 billion in the third year, plus a transition
fund of $100 million ennually over the three years, The Administra-
tion agreed, though not without misgivings, to a three-year
authorization of $8,35 billion.

The compromice House/Administration bill was reported by the
Banking ané Currency Committee on June 17. It was approved four
days later by a vote 351-25. Thus, by mid-June, 197h when
Congress was on the verge of impeachment proeeediﬁgs, the two
chambers had passed with overwhelming majorities very different
vergions of a housing and community development bill, and each
side appeared to be holding firmlﬁ'to its position. The problem
now became reconciling the differences between House and Senate,

and it was by no means clear that this could be accomplished in

1974,

Lo

The Urban Counties Controversy. A number of interest groups were

actively invoived in the legislative process regarding community
development, These included organizations of state and loecal
officials, such as the Council of State Govermments, Natiomal League

of Cities/United States Conference of Mayors, and the Natiomal

Association for Counties. Business and professional groups, ineluding

the National Association of Real Estate Boards and the National
Association of Housing and Redevelopment Officials also made their

desires known, as did various banking and mortgage interests and
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other influential groups such as the AFL/CIO, the Urban League, and
the National Asscciation for the Advancement of Colored People,

While 21l favored a housing and commmnity development program, they
lobbied for a variety of specific provisions and to prevent the
adoption of featuves seen as detrimental to their particular interesis,
The Couneil of State Covermments, for example, lobbied--without
success--to secure state participation in the commmity development
program, The National Association of Counties worked hard--and with
success--tc include urban counties as en;iﬁleﬂﬁnt Jurisdictions,

This latter issue is of considerable significance and stirred up wide
controversy, The National League of Clties, viewing the inelusion of
urban counties as a direct threat to their jurisdictions, sought to
have then excluded or at least limited to discretionary grants.

The deeision to include urban counties in the bloek grant program
as entitlement jurisdictions (that is, entitled to formula grants)
atbeste to the growing influence in Congress of suburban jurisdiciions
and of county government in general, As early as 1969, the Natiomal
Commission on Urban Problems urged a revenue sharing program primaril&
for cities, in which urban counties would have heen eligible to

30/

participate, Pregident Nixon's 1971 special revenue sharing
proposal, however, &id not recommend the inelusion of urban counties,
Eaxly in 1972, as Congress attempted fto formlate its own commumity
development program, the National Association of Counties began
vigorous lobbying for the imclusion of urban counties, Congress

H

rejected the idea but later that year reversed itself, The
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Administration, too, switched sides on this issue., When the President
sulmitted the Better Commnities Act in 1973, it provided for participa-
tion by urban counties,

The inelusion of urban counties was vigorously debated in Congress.,
Several représentatives from large suburban comstituencies championed
thelr cause, William B, Widnall, on behalf of Bergen County, New Jersey,
Richard T. Hemna for Orange County, California, and William Moorhead
for Allegheny County, Pennsylvania {overlying Pittsburgh), were the
gtrongest spokesmen for urhan counties on the House subcommitiee,

Opposing this position were the National League of ¢ities and members of
Congress whose Jurisdictions stood to be adversgely affected by the
inclusion of urban counties, Senator Brooke from Massachusetts, which
does not have any counties that would gqualify, led the oppesition to
this provision on the Senate side,

in considering the inclusion of urban counties, Congress had to
contend with two problems, One difficulty was to arrive at a definition
of urban counties that would 1imit the number of units included and
ensure that only counties with the legal authority to carry out housing
and commmity development activities were eligible for funds. This
matter was resolved by defining an uvban county as a county within a
metropolitan area, with a population of 200,000 or more (excluding
central and other cities with populations over 50,000 within its boundaries);
further, an urban county, to be eligible, has to be authorized by its state
to carry out community development and housing activities in its uninecorporated

areas, The other issue was the distribution of funds; it was necessary to
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allay fears that the inclusion of urban counties would dilute funds
for cities, In response to thls concern, the committee was assured
by HUD and by its own staff that only about seventy-five counties
would qualify and notv more than ten or twelve would actually
participate--an estimate which, in fact, proved highly inaccurate.

The resolution of the urban counties problems made patently clear
the increased influence in Congress of suburban jurisdictions, During
the hearings, Representative Ashley, originally an opponent of urban
county participation, noted that "because of the political realities
involved,,, we are looking forward,.. to running the Better
Communities Act with_very limited resources, and we are looking forward
to doing so_in a way that will accommodate suburban America, so that

3L/

the legislation will have a chance of passing.' Representative
Moorhead made essentially the same point to the National League of
Cities: "Unless the bill carries a broad appeal for governments other
than metropolitan cities, we don't have a chance of wimming on the
floor, Reflecting new demographic patiterns, more and more Congressmen

w32/

find themselves representing suburban congtituencies,

Beconciling the House and Senate Pogitions. In conference

committee meetings in the summer of 1974, disagreement cenbered on two
major issues, One was the question of decentralization--how much
responsibility should be shifted to state and local govermments, and
what role should the federal govermment play? The other major area

of dispute was the method of allocating funds., House and Senate

conferees began their work late in June., There ensued six weeks of
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negotiations, which on several occasions appeared on the verge of
failure, House conferees entered these negotiations in a stronger
pogsition than did their Senate counterparts; their bill had
Administration support, the Senate's did mot, Not surprisingly, the
compromise that emerged more closely resembled the House bill, although
the negotiations did yield some importent changes to accommodate

Senate views,

On the decentralization issve, the House Dill came much closexr
than the Senate's to the Administration'’s position, The House relied
on its application procedure giving HUD "veto-only" (not approval)
authority., The Senate was able to augment this with a set of nabional
objectives and certain limitations on the use of commnity development
funds. Both, however, were modified by the conference committee. TFor
example, the conferees added the House's general statement of purpose
to the Senate's statement of national objectives and softened the
Senate provision that at least 80 percent of the funds be spent o
benefit low and moderate-income families or blighfted areas. Regarding
the latter, the conference hill required instead that localities
certify that "the program has been developed so as to give maximum
feagible priority to sciivities which will benefit low or moderate-
income families or aid in the prevention or elimination of slums and
blight." A similar fate befell the Senate's 20 percemt limit on the
use of block grant funds for social services, The conference committee
removed the percent figure and imserted in its place general language

requiring thalt such services be related to physical development
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projects undertaken with the block grant funds, and that grants for
these gservices not be available under other federal programs.

On the issue of the allocation of funds, again the louse position
prevailed, The confereeg agreed on the inclusion of a formula method
for the allocation of most funds, as the Administration had originally
proposed, The Senate’s preference for a combined hold-harmless and
diseretionary funding approach was to an extent accommodated, in thai
the allocation system provided for a "hold-harmless” period
for jurisdictions already receiving federal commmity development
funds, and for discretionary funding for jurisdictions not eniitled
to funds under the alloeation formuila,

The conferees also disagreed on the level of funding. The Senate
provided for $6,1 billion over two years, the House $8,35 billion over
three years., Ultimately, agreement was reached to set the authorization
level at $8,45 biilion for three years, closer to the House position
than to the Senate‘s,

In the final anslysis, the bill that emerged from the conference
on August 9, because 1t more strongly reflected the position of the
House and had been developed in eollaboration with Administration
officials, was accepted only reluctantly by the Senate conferees, A
week later, the Housing and Community Development Act of 197hH was
approved by voies of 80 to L4 in the Senate and 377 to 21 in the House.
On August 22, not two weeks after Richard Nizon's resignation, the

bill was signed into law by President Ford,
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Major Features of the CDBG Program ‘

The community development block grant program differs in five
important resyeéts from previous federal programs for community
development., ¥First, it supplants seven existing grants-in-aid, six
of which were designed to support circumscribed kinds éf ac%iviﬁies,
with block grant funding to be used for commmity development (within
certain broad purposes and with certain restrictions) at the
discretion of the reciplent, BSecond, 1t introduces a simplified,
"veto-only" application procedure, whereby HUD must act on all
applications within seventy-five days, after which all applications
ave automatically approved, Third, it relies on a statubory formula
as the basis for a}locating commmnity development funds, instead of
relying fully on the competitive funding procedures used previously,
Fourth, it esvablishes a direet operatiomal link betwegn commmnity
development and housing programs, Fifth, it conbtains no requirement
for matching funds,

Block Funding to Further "National Oblectives,” By coasolidating,

or folding in, seven so-called "categorical" grani programs; the CDBG
program was designed to}broaden the range of possible uses to which
recipient localities could put these federal funds, The aim of this
coneept was to increase the freedom of local govermnments in setting
their own priorities and choosing their own means for meeting the needs
of their communitieé.

The folded-in grants, in relative oxrder of prominence, were: --

1. TUrban renewal (and the neighborhood development programs)
under Title I of the Housing Act of 1949;

”~5
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2. Model cities under Title I of the Demonstration Citles and
Metropolitan Development Aot of 1966;

3., Water and sewer facilities granits under Section 702 pf the
Housing and Development Act of 1965;

4, Neighborhood facilities gramts under Section 703 of the
Houging and Development Act of 1965;

5. Public facilities loans under Title II of the Housing
Amendments of 1955:

6. Open space land grants under Title VI of the Housing Act -
of 1961; and

7. Rehabilitation loans under Section 312 of the Housing Act
of 1956k,

The national objectives stated in the CDBG program are:

1, The elimination of slums and blight and the prevention of
blighting influences and the deterioration of property
and neighborhood and community facilities of importance
to the welfare of the community, principally persons of
low and moderate income;

2, The elimination of conditions which are detrimental to
health, safety, and public welfare, through code enforce-
ment, demolition, interim rehabilitation assistance, and
related activities;

3. The conservation and expansion of the Nation's housing
stock in order o provide a decent home and a suitable
living environment for all persons, but prineipally those
of low and moderate income;

Lk, The expansion and improvement of the guantity and quality
of community services, prineipally for persons of low
and moderate income, which are essential for sound community
development and for the development of viable urban
communities;

5. A more rational utilization of land and other natural
resources and the better arrangement of residential, -
commercial, industrial, recreational, and other needed
activity centers;

6. The reduction of the isolation of income groups within
communities and geographical areas and the promotion of an
increage in the diversity and vitality of neighborhoods
through the spatial. deconcentration of ‘housing opportunities
for persons of lower income and the revitalization of
deteriorating or deteriorated neighborhoods to attract

persons of higher income; and

7. The restoration and preservation of properties of special
value for historic, architectural, or esthetic reasous.
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The Application Procedure. The CDBG application procedure was seen
by many in Congress as the major distinction between the Administration's
special revemie shéring idea and a block grant in that 1t permits a degree
of federal control over the way local govermments carry oul commmity
development activities, vhile at the same time limiting the extent of federal
involvement. The CDBG application accomplishes these aims through the
following provisions:

A, Jurisdictions submit a single, broad application, which consists
of four elements: .

1. a three~year cdﬁmunity development plan summary;

2., & one-year achbion program;

3. a housing assistance plan; and

k. a budget.

B. The application must be accompanied by certifications or
assurances that, in preparing it, the local government has:

1, given maximum feasible priority o activities which will
benefit low and moderate-income families or aid in the
prevention or elimination of slums and blight,

2, provided information about the program to citizens, held
at least two public hearings, and provided for "adeguate”
eitizen participation;

3. complied with the nondiscrimnation provisions of the act and
all cther applicable federal laws and regulations;

L. complied with the David-Bacon "prevailing-wage" requirement;

5. submitted the application 1o svate and area-wide clearinghouses
for review and comment; and

6., assumed responsibility for meeting environmental review require-
ments under the act and agreed to accept the Jjurisdiction of
federal courts with respect to enforcement of these

responsibilities,
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C. HUD must process applications from entitlement and hold-harmless
jurisdictions within seventy-five days after submission, and applications
mist be approved, unless:

1. the needs and objectives described in the application are "plainly

inconsistent" with available facts and data;

2, the activities that the jurisdietion preoposes arve "clearly nol

permissible"” under the act; and

3. ‘the planned activities ave "plainly inappropriate”to meeting the

identified needs or objectives.

Funding. The CDBG program approach to f;nding seeks to reduce the
competition associated with the folded-in progrems, which, it was argued,
tended to result in the distribution of funds on the basis of a juris-
diction's "grantsmanship” skills, rather than on the basis of objectively
Judged mneeds, The larger governmenis are formula-entitlement recipients,
eligible to receive a definite amount of funds during the six-year life
of the program, For both the larger governments and those smaller units
that had participated in the folded-in programs, CDBG provides a
"hold-harmless" period as a transition from the previous programs to
the new one. (Part IT of this report explains the allocation system
under the CDBG program and the hold-harmless provisicn in greater

‘

detail.)

The Housing Assigbance-Commmity Development Link, The housing

aggistance plan required in the CDBG application process ties together
the housing program and commmnity development activities. Representative
Ashley, the prineipal architect of this provision, emphasized its

importance: "If there is anything we have learmed in the last few
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years, it is that we cannot have sound community development without

a close tie-in with housing assistance and that we cannot have
effective housing programs without local governments providing adeguate
facilities and services and a healthy commmnity environment for
housing.ﬁi/ All partieipating jurisdictions are required as part of the
application

1. *o survey the conditions of their existing housing stock;

2, to determine the extent and character of present housing
needs and estimate, the housing needs of those persons
"expected to reside™ in the jurisdiction; and

3. 1o establish a realistic anmual goal of the amount and kind
of hougsing assistance to be provided,

This final provision, for a housing assigtance plan, introduced a

new, now widely known, acronym--HAP--in urban affairs, and proved to
be far and away the most controversial feature of the CDBG program in

the implementation stage,
IMPLEMENTING THE PROGRAM

The CDBG program provided for a Jamuary 1, 1975, start-up date,
only four momths after enactment. Prineipal administrative ;
responsibility for the program rested with HUD's Office of Com@uﬁity
Plamming and Development, headed by Assistant Secretary David 0, Meeker
and Deputy Assistant Secretary Warren E, Butler, Under almost any
eircumstances, getting started with the implementation of so large a

program is a major undertaking., The CDBG program proved especially
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challenging because of the short lead time between enactment and
launch date, because of the unanticipated difficulties posed by the
required housing assistance plans, and because of the general lack
of clarity about HUD's role in the program,

Starting Up the Program--The Time Problem, All three of the
groups that participated in formilating and enacting the CDBG program-—-—
the Nixon Administration, the Congress, and the various lobbying
organizations--sought a speedy start-up., During the four-month
interval, the Administration had suspended the grants folded dinto the
CDBG program, interrupting the flow of community development funds,.
Furthermore, Administration officials and many members of Congress
were eager to demonstrate that the new program was more efficient and
less encumbered with red tape than the folded-in programs,

HUD's activities in administering the program for the first year
can be divided into two phases, In advance of the Janvary 1 start-up
date, administrative regulations had to be prepared, staff had to be
trained, hold-harmless entitlement jurisdictions had to be designated,
and how much funding they would receive had o be caleulated; the
same had to be done for formula entitlement jurisdictions. Nexit came
the actual procesging of applications,

_CGearing Up_for Implementation, Preparing the administrative

regulations was the most demanding start-up task., This process called
for a review of the legislative record for indications of congressional
rd

intent as well as consultation with g1l of the involved government

agencies and many affected and interested outside organizations. In
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order to meet the January 1 start-up date, staff members in the Office
of Commmity Planning and Development began as early as mid-April,
1974 (four months before epactment) to sketch out portions of the
adiinistrative regulations based on assumptions aboub the final
legislation., But, because several major disagreements remained
unresolved until the coﬁference negotiations ended, the bulk of the
work on the regulations had to be done after August 22,

Regulations for the formula-grant portion of the program as it
applies to entitlement and hold-harmless jurisdictions were prepared
first, followed by those for the discretionary grants and the
environmental review process, A draft of the regulstions for the
formila-grant portion of the program was published in the Federal
Register on September 17, 1974, with an invitation for comments.

HUD received more than 200 responses on a variety of issues, of which
three %ere the most prominent. One was citizen participation,
Several. responses reflected displeasure with HUD's treatment of this
issue and urged that HUD outline specifie procedures for loecal
governments to follow in implementing this requirement. Echoing
Secretary Lynn's views, BUD rejected these suggestions on grounds
that it was irappropriate to speecify how local governments should
relate to their citizens,

Other comments challenged the position taken in the draft
regulations on urban counties and the A-95 review process, Im
particular, the Housing subcommitiee of the House challenged the

draft provision limiting participation to urban counties with prior
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commmnity development program experience, a decision that would have
sharply reduced the number of urban counties qualified for entitlement
status. On the A-95 issue, HUD was criticized for using language that
seemed to make the submission of CDBG applications for A-95 review a
J;latter of choice rather than a mandatory step as provided in the
legislation., On these two issues, HUD reversed its position in the
final regulations issued on November 13, 197h,

Another start-up task involved funding, The total appropriation
provided had to be divided among several pools of funds, and the amount
due each formula entitlement and hold-harmless jurisdiction had to be
calculated, Before deciding on the present formuwla, HUD of‘ficials,
no:cably James Broughman of the Office of Commmity Planning and
Development, had worked closel:)-r with Congress in testipg several
alternatives and so had considerable familiarity with the data necessary
for making these caleculations,

In training sessions held in Washington and in several other gities
during the summer of 1971+, HUD briefed more than 1,200 agency staff
members on.the main features of the CDBG program and on their
responsibilities under it. In this period, HUD was reorganizing its
field staff according to commumnity development and housing functions,
Compared to other federal agencies, HUD had assigned substantially more
program authority to its local offices, imeluding responsibility for

3/

reviewing most applications and making funding commitments. The
agency's thirty-nine area offices consult Washingbon cnly about policy

issues, which in the case of the CDBG program includes the rejection
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of the application of an entitlement jurisdietiom, The area office
recommends the rejechion to its regional office, which, in turn,
reviews the case and, if it agrees, forwards a recommendatiom of

disapproval to Washington. -

Getting the Program Launched
On Januery 1, HUD began to process applications. The timetable

fixed by the legislatbion required that applications from entitlement

jurisdictions be submitted by April 15 (see Table 2-2),

Table 2-2, Cumulative Tobal of Applications from Entitlement
Commmnities Processed by HUD in the First Eight Months of the

CDRG Program © .

Number of applications Total funding
approved by date

As of Received Approved (millions of dollars)
1/3L/75 3L

3/3L/75 312 58 140.7
5/31/75 1,324 763 1,149.0
6/30/75 1,324 1,231 1,982.6
8/31/75 1,32k 1,321 2 00k.7

x

Source: Compiled from Community Development Bloek Grant Program First
Ammual Report (U,S, Department of Housing and Urban Development,
Commmity Plamming and Development, Office of Evaluation, December 1975).

b

¥ Data do not include urban counties.
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A May 15 deadline was set for urban counties and applications for
diseretionary funds (see Table 2-3), As stated above, the act requires
that after the receipt of an application from an entitlement jurisdic-
tion (formula or hold-harmless}, a decision must be made within seventy-
five days. The department was free to establish its own timetabie for
processing applications for discretionary grants, however, 7

Table 2-3. Cumulative Totals of Applications from Non-metropolitan
Diseretionary Communities Processed by HUD in the First Ten Months of
the CDBG Program

Number of applications Total funding
Not approved by date

Ag of Received Approved In review funded (millions of dollars)
6/31/75 2,281 101 1,998 182 25,2
7/31/75 2,583 851 643 783 1hh 11
8/3Y/75 2,673 1,1hk 128 998 193.5
9/30/75 2,686 1,163 L1 1,070 198.3
10/13/75 2,688 1,174 26 1,074 199

Source: Compiled from Community Development Block Grant Program First
Annual Report (U.S. Department of Housing and Urban Development,
Community Planning and Development, Office of Evaluation, December 1975).
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For the ﬁarticipating Jurisdictions, especially for the eighty
entitiement jurisdiections with no prior experience under the folded-in
grams, completing the application by April 15 was a difficult
assignment. By comparison, the model cities program had provided
a full year for initial planning; in some instances, planning for

35/

urban renewal took more than two years. Many jurisdictions began

to prepare for the application process well before January i, assembling
staff, making organizational changes, and designing, or even setiing

up, their citizen participation procedures,

Discretionary appliicants from non-metropolitan areas were required
to file "pre-applications” outlining their commnity development needs,
the jurisdiction?'s plan for meeting these needs, and the amount of money
gought., This pre-gpplication stage was the most important hurdle for
diserebionary applicants as HUD evaluated and ranked the pre-applicaticns
and then invited selected jurisdictions to submit formal applications.
Between mid~January and mid-March, HUD received more than 5,000 pre-
applications;ié/ from these, 2,272 full applications were invited and were
recelved by mid-May. For the first year, applicants for discretionary
grants in metropolitan areas were not required to file pre-applications,
Because the discreticnary funds anticipated for metropolitan areas were
depleted by the unexpectedly large number of urban counties that
participated, grante to discretionary applicanis in metropolitan areas
had to walt for a supplemental appropriation which was enacted in
June, 1975, By December, 1975, only 357 of 95T applications from

metropolitan jurisdietions for disecvetionary funds had been approved

by HUD.
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A major part of an agency's responsibility in implementing any
new program is providing guldance to loecal officials, Partly out of
conviction, partly in the natural course of events under time pressures,
HUD's vegulations and guidelines for the CDBG program did not antieipate
all the questions that would emerge, Largely as a symbolic gesture of
its limited role in the program, BUD decided noit %o publish a handbook
on the CDBG program, The result was a great number of questions from
logal officials, The most frequent and diffieult of these concerned
the eligibility of certain kinds of activities, especially social
gervices, The legislation stresses physical development activities,
specifying that social service activities may be funded under CDBG
only if they are essentizl to thysical development projects, and further,
only if the jurisdiction had applied unsuceessfully for funding from
other federal sources. Area offices, however, did not necessarily
follow the letter of the law and the regulations on this issue, While
some area offices discouraged social services altogether, others used
as an informal guide the 20 percent ceiling adopted by the Senate but
deleted in conference, Frequently, the issue was resolved in Washingtonm,
One of the most widely publicized eligibility issues was the plan in
Cleveland to use CDBG funds to pay the salaries of police officers who
otherwise would have been laid off by the ecity, In seeking HUD's
approval, the ¢ily argued--~successfully--that the police officers
involved would serve on special teams in the CDBG target areas.
(Chapter 7 discusses this case more fully, as Cleveland is ineluded

in the Brookings sample for this study.)
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HUD officials in Washington dealt with these and other pelicy
issues in the start-up period by creating a "special issues committee™
headed by deputy assistant secretary Warren Butler and comprising
the directors of the six HUD component offices directly involved in
the program, The compitiee issued interpretations on issues referred
to it, and often disseminated their decisions by memorandum to HUD
field offices. These then became part of the operating procedure, in

effect supplementing the regulations,

Inplementing the AP Requirement
By far the most< diffieult and controversial guestions HUD faced

in implementing the CDBG program involved the requirement that each
participeting jurisdiction undertake az housing survey to identify ibs
housing needs and prepare a HAP based on this survey as part of its
application. The principal issue for most jurisdictions, it was
elaimed, was that there was not sufficient time to carry out 2 housing
survey, and in many of these cases no other data were available, The
issue was especially serious with respect to the regquirement that each
Jurisdiction assess and plan not only for the needs of its present
population but also for the needs of those who might be "expected to
reside"” there. The phrase, "expected to veside,” has been the source of
considerable econtroversy.

The record suggests that, in drafting the HAP requirement, the
Congress gave 1ittle attention to daté on which these calculations
could be based. The only guidance on how to estimate who could be

"expected to regide™ within a given area appears in the House Banking
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and Currency Commitiee report:

Clearly those employed in the commmity can be

expected to reside there, Normelly, estimates

of those expected to reside in a partieular

community would be based on employment data

generally available to the commmity and to EUD,

However, in many cases, communities should be

able to take into account planned employmend

facilities as well, and their housing assistance

plans should reflect the additional housing needs

that will result. 37/

The problem, however, was not Just statistical. The reluctance
of some Jjurisdictions to pursue this issuve and perhaps assemble their
own survey data could in some cases also be a reflection of a lack of
support for housing programs for low and moderate-income persons; some
Jurigdictions avoided this aspeet of the HAP requirement or complied
only perfunciorily. For its part, HUD appeared to be uncertain for a long
pericd about how it expected loceal governments to meei the expected-to-regide
requirement and what criteria it would use in evaluaiting this porticn of
their plans. In a few cases the agency did negotiate revisions in the HAP and
related provisions of CDBG applications, OFf the eighteen entitlement
Jurisdicticns that chose not to participate in the CDBG program, most
decided upon this course of action because of the HAP requirement, In
three other cases HUD rejected applications because the HAP was deemed
inadequate,iﬁ/
By and large, however, enforcement of the HAP provision was

limited, Faced with the ahsence of adequate data that could support
a consistent implementation strategy for all jurisdietions, HUD, for

all practical purposes, postponed serious implementation of the housing

assistance provision until the second yesr of the block grant program.
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It ¢id this by a memorandum, dated May 21, 1975, in which area office
directors were instructed that when applications were submitited lacking
a complete assessment of housing needs, the applicant involved could
either adopt egtimates provided by HUD, adopt its own estimates, or
indicate what steps would be taken to make a more complebe HAP
pregentation in its second year's submission.

HUD's approach to the "expected-to-reside" requirement became the
subject of a widely publicized suit filed dﬂ August 11, 1975, City of

Hartford et al, v, Caria Hiils et al 2/ The plaintiffs sought to

enjoin HUD from releasing commmity development funds to seven towns
(211 suburbs of Hartford) until their applications complied with the
law--espeeially with the HAP provisions, Specifically, the plaintiffs
claimed that HUD had acted illegally inm that it had: (a) failed to
review properly the applications in question; (b) erroneously found
that these applications satisfied the requirements of the law; (c)
erroneously found that the projects proposed in the application were
appropriate to meet the commumnities' housing needs; and (d) failed to
take action to expand housing opportunities for low-income and minority
families throughout the Hartford metropolitan area, In response, HUD
argued that no reliable data were available at the time of the approval
of the a@é&ications to justify their disapproval.gg/ .
The court issued a temporary injunction on September 30, 1975,
siding with the city amd enjoining HUD from releasing funds fto the

seven towns., In its final ruling, handed down January 28, 1976, the

court found that HUD had acted illegally when it approved applications
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from the seven towns "without requiring the towns to make any
agsessment whatscever of the housing needs of low and moderate-income
persons who might be 'expected to reside' within their borders.”

The court added, "When HUD offered the third option presented by

the May 21, 1975 Meeker Memorandum to submit mo figure at all and
they all selected that option, they acted conbrary to the clear

1/

implication of the Statute,,.”

The Problem of HUD's Uncertain Role

The lack of clarity in the Housing and Community Development Act _
of 1974 about the federal role, and particularly about HUD's role, in
implementing the CDBG program, raises some fundamental questions,
This issue had been central in the congressiomal deliberations; it hed,
in fact, been the most lmportant source of disagreement between the
Nixon Administration and Congress, The Administration had urged that
the program serve as a means of strengthening general-purpose local
governments by giving them greater discretion and flexibility in
identifying their own needs and establishing thelr own prioriiies,
This was to be achieved both by reducing federal involvement in
local community development activities and by investing
officials of general-purpose units of local government with primary
responsibility for plamming and executing federally-aided commmity
development projects. In the past, such decisions of'ten had been
made by HUD officials and their counterparts at the local level, the
managers and board members of special-purpoge authorities for‘ﬁrban

renewal and housing and city demonstration agencies under the model
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ecities program. This was in essence a dual shift, s decentralization
of responsibility from the federal to the local level and at the saume
time a centralization to generalist officials of previously dispersed
responsibpility at the local level.

Opindon in Congress was divided on the extent to which there
ghould be a reduced federsl role in assisted commmity development |,
activities., The Senate strongly resisted the idea; the House accepted
it, but with gualifications; the Administration was firmly committed
to it, Through the compromises deseribed earlier, these three
positions on the federal role were reconclled. But the compromise
represented a glossing over of fundamental differences,

On ‘the whole, HUD adopted a minimal-involvement strategy, at least
at the outéet, in the Implementation of the CDBG program, Assistant
Secretary Meeker adopted as a slogan, "No second-guessing of local
officials and a minimum of red tape." At conferences held shortly
after enactment of the program to explain it to local officials, HUD
emphasized the limited role it would play and the resulting increase
in local discretion. Department officials tock essentially the same
position in training sessions with field staff. In keeping with this
posture, HUD conducted what it ecalled "spartan reviews" of applications,
The treatment of the housing assistance plan--and the disputes it -
raised--reflects this approach. .

In the first year of the CDBG program, the focus of atiention
regarding HUD's role has been on the application process. The

legislation also provides for a second, potentially significant role--
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armual performance monitoring. Section 104(d) of the act requires
that each jurisdiction submit to HUD a performence report on the
activities carried out under the program; the report must also
evaluate the extent to which these activities relate to the program's
national objectives, Furthermore, it provides that

the Secretary shell, at least on an annual basis,
make such reviews and audits as may be necessary

or appropriate to determine whether the grantee

hag carried out a program substantially as

described in its applieation, 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 menner
the approved Community Development Program,

One way to look at HUD's performance-monitoring funciion is that
it gives the depertment the opportunity to fulfill g responsibility it
was unable to fulfill initially in making grants, i.e., scrutinizing
the activities proposed and undertaken by localities and judging
whether they meet the objectives of the program, In this comnection,
the House commitiee gtated in its report that

since Federal application review requirements are being
gimplified to such a great extent, the post-audit and
review reguivements will serve as the bagic assurance
that block grant funds are being used properly to
achieve the bill's objectives,,,the Committee expects
the Secretary to exercise his responsibllities in this
respect with great diligence, &g/PO

Iitigation resulting from HUD's implementation of the program
underscores the importance of performance monitoring., In Testerman v,
Hills et al b3/ and in Ulster Commumity Action Committee, Inec. v,

M/

Judges dismissed complaints challenging the substance of

Koenig,

both CDBG applications and the procedures followed in their
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preparation, The dismissals in both cages were based on a finding
that possible flaws in the application process or in planned activities,
or possible injuries to the plaintiffs inflieted by such flaws, could
not be determined until performence monitoring reviews by HUD were
completed,

While under other programs, such as model cities and urban renewal,
HUD made determinations about a jurisdiction's capability to perform
before granting funds, one could deseribe the CDBG system as stipulating
that the department do so after initial funding, at which time it has
the authority to reduce or withhold future granfs, The CDBG program
may, in the end, amount only to a shift in the timing of HUD's
involvement, rather than a reduction in ite degree of imvolvement.
This outcome of this legislative issue, along with others described in
this chapter, are important questions for our research over the two
years plammed for this study. The rest of this report describeg the

data and findings of ocur research for the initial phase and first year

of the block grant program.
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CHAPTER 3

THE ALTLOCATION SYSTEM

One of the principal sets of questions to be raised about any

change in a grant-in-aid program is: Who gets more and who gets less?

How do these shifts occur? What is the patiern of change? Praincipal
analytical concerns of this study of the community development block
grant program are the effects of the allocation system on various types
of recipients and comparison of this distributional pattern with that of
the seven folded-in grants. The four chapters in Part II focus on these
distributional effects. The analysis is cast in two paris:

l. A descriptive examination of the distributional patterns under the
grants folded into the CDBG program and the conseguent reallocation patterns
under the block grant Tormuls., Chapters 3 and 4 examine how the CDBG formula
works, how the folded-in grants had formerly been allocated among different
recipients, and what the distributional patterns have been in the first year
of the CDBG program, Chapter 5 analyzes future distributional patterns,
projecting the formuls allocations to fiscal year 1980, the year in which,
under present legisiation, the system would be fully implemented.

2. Chapter 6 in this section consists of an evaluative analysis of
1ssues raised by the formula and offers alternative approaches,

It must be stated at the outset that this analysis aﬁopts a particular
perspective, i.e., an urban focus. All communities have needs. Under a con-
dition of scarce resources, however, the basic gquestion concerns the allocation
of these resources to communities with the greatest needs. Our analysis
is based on the general assumption that the most urgent needs are in the

distressed areas of central cities; this urban focus is the framework within

75
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i
which allocation alternatives are considered in Chapter 6. At the same
time, the analysis presents the data in ways that can be useful for analyses
based on other poinis of wview, such as ones that concentrate on the )
econonmic development of small cities or the vpgrading of transitional
residential areas both in suburbs and in central cities. We examine the
distribution of folded-in grants-~in-aid as well as the new CDBG allocation
system. The effects of these two approaches for distributing federal funds

for community development purposes are broken dowm and examned in several

ways ~— by region, by size of metropolitan area, and by size of community.

Project and Formula Grants

L

The postwar period saw a rapid rise in the amounts of federal ald to
state and local governments, increasing from nearly $2 billion in 1948 to
$50 billion in 1975. Accompanying this increase in dollar smounts was the
growth in the number of programs created to meel physical development and
human resource needs. As noted in Chapter 2, it was during this pericd that
all seven of the &rants consolidated under the CDBG program were signed into
law.

For the most part, these urban grant-in-aid programs, including all

the folded-in grants, were in the form of project grants, designed

to provide funds for a specific project such as an urban renewal project

or a multipurpose neighborhood center. ProJeect grants have two important
characteristics: (1) they are competitive —~ communities compete against
each other for a limited amount of money; and (2) they permit considerable
latitude for decisionmaking at the federal level in judging the merits of

project applications.
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Besides making project grants, the federal govermment also makes

formula grants, that is, it provides funds to states, and in some cases

to local go%ernments, on the basis of certain measurable criteria, such

a3 population and per capits income. Under most formula grants, a

fixed amount of money is available annually for a specific jurisdiction,
subject to certain eligibility requirements, such as matching funés or
federal approval of a plan on how grant money will be spent. Because
interétate and intefhommunity competition is largely eliminated, allocation
by formula gives less discretion to decisionmekers in the federal bureaucracy
than does allocation on & project bhasis. JAmong the major formula grants of
the federal government are those for public assistance, for various
edueational purposes, and for highways.

The formula grant was the predominant form of federal assistance ntil
the 1960s, During the 1960s, however, the number of project grants grew
rapidly. Accompanying this increase was the advent of the "grantsman,” a
skilled public official ox a private consultant who specialized in learning
and applying the complex techniques necessary to obtain project grant funds.
Also accompanying the rapid rise in categorical grants --— both project and
formula —- came the problems of coordination at all levels of government
discussed in Chapter 2.

General revenue sharing and block grants were advertised and advocated
by their proponents as means for reducing the twin problems of increased
reliance on "granismanship" and the administrative inefficiencies
caused by program duplication and overlap. Excluding welfare assistance,

revenue sharing and block grants now represent about one-third of all federal
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aid to.stafe and local governments.
The business of formuwla-writing is often at the heart of policymaking.
A11 fsrmulas are designed to give preference —— whether stated or mnstated —-
to certain kinds of jurisdaictions or conditions. State ald formulas for
_education, for example, are among the most critical questions of a state's
policy toward its cities, suburbs, and rural areas. The same issue is
raised by the allocation system for the CDBG program.
WHO IS ELIGIBLE AND FOR WHAT: ¥FORMULA,
HOLD-HARMLESS, AND DISCRETTIONARY FUNDING
Analytically, 'a distribution formula can be divided into two components:
(1) the eligibility element -~ who may participate in the program; and (2)
the allocation process —— how much money goes to'eligible Jurisdictions.
For the CDBG program, a further element must BYe considered. Whereas nearly
all general-purpose units of state and local govermment (meaning any city,
county, town, tovmship, parish, or village) are eligible to compete For CDBG
funds, only & few are actually entitled to funding.. There are two forms of

entitlement:

1. A formulas entitlement is & sum earmarked for a particular community

on the basis of the formule crateria: population., overcrowded housing, and
poverty (the poverty element is given double weight). This amount is not
available to any other community unless the entitlement community does not
‘use the money. Formula entitlements go to all central cities in metropolitan
areas, eligible urban counties, towns and townships, and all municipalities
other than central cities that have populations of .50,000 or more. The

'

designation of "metropolitan areas,” or Standard Metropolitan Statistical
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Areas {SMSAs) as they are officially known, as well as their component
central cities, is the responsibility of the Office of Management and Budget.
(This designation process and its implications for the CDBG program are

discussed in Chaptexr 6.)

2, The second kind of CDBG entitlement is a hold-harmless entitlement,

which guarantees communities as much funding during each of the first three
yearg of the new program as the annual average of what they had received
under the folded-in grant programs during the five-year period 1968-72.
There are two important exceptions to this general rule: communities with
neighborhood development programs, and participants in the model cities
program. TFor a community with a neighborhood development program, the hold-
harmless credit is based on the actual time in the program rather than an
anmal average for the five-year base pericd. TFor example, if a given city
was in the program for a total of twenty-seven months within the 1968-T72
period and received grants totaling $2.7 million, its ammual hold-harmless
entitlement for the neighborhood development prograu would be $1.2 million
($2.7 million divided by twenty-seven months and wultiplied by twelve months)
and not $540,000 ($2.7 million divided by five years).

The hold~harmless credit for the model cities program is determined in a
similar fashion. For this program, however, g community is entitled to the
average annual smount for five years in the model cities program., At the end
of these five years, the city's hold-harmless credit for the model cities pro-
gram declines in three yearly steps, to 80, 60 and 40 percent, after which it
is treated the same as other hold-harmless funds. This means that in some cases

a city's hold-harmless amount under CDBG can begin to decline before the end
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of the third year of the program. For example, Wilmington, Delawa%e, had
a tobtal hold-harmless credit of $L4.49 million for fiscal year 1975; in
1976, this declined to less than $L.15 million because of the phasing
down of the model ecity portion of the hold~harmless credit. Funding to
sixty-three model cities began to be phased down in the second year of the
CDBG proéram. N

In all situations,the excess of the hold~harmliess amount over the
formula entitlement is phased out by thirds, assuming the law is extended
in its present form. For example, if a particular city has a hold-harmless
entitlement of $1 million, but a formula entitlement of only $700,000, in
the fourth year of the program the city's entitlement would decline to
$900,000 {one~third of the excess over hold-harmless subtracted in year
four); in the fifth year, the entitlement for this city would be $800,000
(two-thirds of the excess is eliminated); in year six the entitlement equals
the formula smount, $700,000. Thus, by the sixth year, all central cities,
metropolitan units with populations over 50,000, and urban counties would
receive their actual CDBG formula amounts. All hold-harmless communities not in
one of these groups (or which do not become part of a gualifying urban county)
would be eligible only fTor discretionary funds as discussed below.

The breakdown of the 1,342 jurisdictions with formula or hold-harmless

entitilements for fiscal year 1975 is shown in Table 3-1.
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Table 3-1. Tirst-year Entitlement Jurisdictions for CDBG Funds in Fiscal

Year 1975, by Types of Units

Entitlement units® Number of jurisdictions

Entitlement metropolitan cities:

Central cities 365
Non-central cities 156
Urban counties T3

Won—-entitlement hold-~harmless communities:

Metropolitan 299
Non-metropolitan . khg
Total 1,342

Source: U.S. Department of Housing and Urban Development, Community Development
Block Grant Program: Directory of Allocations for Fiscal Year 1975, September
1975, p. iii.

¥Includes communities that did not apply and those whose applications were
disapproved; does not include those communities that waived their 1975
entitlements.
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In addition to the formuia and hold-harmless Funds, the distribution

of which is established by law, the act also provides discretionary grants

available for distribution to smaller communities (under 50,000 population)
within metropolitan areas. These smaller communities compete against
others within a given metropolitan area. Discretionary grants are sought
by the pre-application, invited-application process, desgcribed in Chapter 2.
{Communities outside of metropolitan areas have a separate discretionary'
fund for which they can compete.)

Finally, the Housing and Community Development Act of 19Tk also
establishes a special "Secretary's discretionary fund," which consists of
2 percent of the annual CDBG appropriation and is managed by the Secretary
of HUD., These discretionary funds are to be used for a number of special
purposes, including grants to new communities, area-wide projects,
innovative projects, and emergency needs; also, to correct inequities
resulting from the formula alleocation.

In establishing a system of formula or non-competitive entitlements
for metropolitan cities and eligible urban counties, and by designating
competitive eligibility for other communities, the CDRG system combines
features of both the formula and project grant approaches, Examination of
the distribution formuwla in practice shows the shifting of resources among

commuities under the CDBG programn.

HOW THE FORMULA WORKS

The CDBG allocation process has to be viewed from two time perspectives -~

during the five~year hold-harmless period (the total of the three hold-harmless



83

years and the two years of the phasing out), and after the implementation

of the full formula allocation in the sixth year of the program.

During the Hold-harmiess Period

. In the CDBG allocation process for the hold-harmless period., after
subtraction of 2 percent of the annusl appropriation for the special
Secretary;s discretionary fund, the legislation provides that SOtpercent
of the total remaining appropriation be allocated bto metropolitan areas,
and 20 percent 1o non-metropolitan communities. Then, after this basic
division is mede, the funds are further subdivided for formula, hold-harmless,

and discretionary allocations. The process is diagrammed in Figure 3-1 and

further explained in the following section.



8h
Figure 3-1. Sequence of Fund Allocation Process for Hold-harmless

Pericd 197L-80

L. 2% for
Annual Appropriation for Metropolitan Secretary's
Stage 1% and Non-metropolitan Areas Discretion—-
ary Fund
20% Designated
Stage 2%% 80% Designated for Metropolitan Areas ifr Non-
etropolitan
Areas
1
/\ |
T
! Hold-harmless | Hold~harmless
Allocation Allocation
Stage 3%## Formula Allocation I e
| ﬂﬂﬂﬂﬂ Bajance
| Balance

Source: Adapted from U.S. Department of Housing and Urban Development
diagram.

At stage 1, 2% of the total annual appropriation is set aside for the
special Secretary's discretionary fund.

#% At shage 2, the remaining 98% of the total annual appropriation is
split in & 4:1 ratio for allocation, respesctively, to metropolitan and
non-uwmetropolitan areas,

R%%

At stage 3, the amount allocated for distribution to metropolitan arezas

is divided, part to be distribubted on a formula wasis, part on a hold-
harmless basis; the remainder (balance) to be distribubed on a discretionary
basis. The funds designated for allocation to non-metropolitan areas are
divided for distribution either on a hold-harmless or on & diséretiocnary
bagis.
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Formula Funds., These funds are allocated only to metropolitan

cities (central cities and other citres with populations over 50,000)
and to eligible urban ecounties, on the basis of the formula criteria —-
population, overcrowded housing, and poverty (werghted twice)., The
legislation provides that the first distribution of funds from the
metropolitan share is to be used for formula allocations. There are no
formuila allocations for communities outside of metropolitan areas.

Hold~harmless Funds. There are two separate hold-harmless funds,

one for metropolitan areas and one for non-metropolitan communities. All

amsll metropolitan or non-metropolitan communities (i.e., under 50,000

population) are entitled to hold-harmless funding if they have had

previous experience in the urban renewal, neighborhood development,

model citres, or code enforcement programs. The actual hold~harmliess

amouat is based on all categorical projects funded during the hold-

harmless period. Eligible jurisdictions — all central cities

and other SMSA cities with populations above 50,000 -= receive the larger

amount as between thelr formula and hold-harmless entitleménts, subJject to

the phasing provisions. Specifically, the law provides that when an -~

entitlement area's formula alloecation exceeds its hold-harmless amount,

the amount actually allocated shall not exceed one-third of the formula

amount in the first year or the hold-harmless amount (whichever is greater),

two~thirds in the second year, and the full formula amcunt in the third year.
For example, if either a city or an eligible urban county had a hold-

harmiess entitlement of $150,000 and a formula entitlement of $600,000, funds

to it would be allocated on a formula basis. The recipient area would receive

$200,000 in year one (one-third of the formuls amount); $400,000 in year two

{two-thirds of the formula amount) and the full formmla amount, $600,000, in
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yveay three. If., on the other hand, a city or urban county had a formula
entitlement of $300,000 and a $150,000 hold-harmless amount, it would
receive $150,000 the first year since its hold-harmless entitlement is more
than one-third of its formula amount., In the second year tha£ Jurisdiction
would receive $200,000, i.e., two-thirds of its formula entitlement and
more than the hold-harmiess amount; in year three it would receive the

full formula allocation of $300,000.

Digeretionary Funds. There are also two diseretionary funds —- one for

metropolitan areas and one for non-metropolitan communities. The SMSA
discretionary funds are determined after the allocation of formula and hold-
harmiess amounts. (Because of the unexpectedly high partieipation of urban
counties in fiscal year 1975, there were no funds remaining after the formula
and hold~harmless allocations for SMBA discretionary distribution; Congress
subsequently appropriated a special $54.6 million for SMSA discretionary
allocations.) The distribution of these discretionary funds among SMSAs

is based on the same three criteria as the formula allocations —— population,
overcrowded housing, and poverty.

In general, while each SMSA has a discretionary fund available to small
communities within that SMSA, there are exceptions. The Bakersfield,
California, metropolitan area is an example. Bakersfield, the central city
in Kern County, is automatically eligible for a formula entitlement amount.
For fiscal year 1975, all of the remaining population of the SMSA ig
included in Kern, which is an eligible wrban county. There is thus no
residual population within the SMSA for which a discretionary allocation can

be made, During the Tirst year of the program there were five SMSAs without
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& discretionary allocation for this same reason. Y/ In addition, there
were three other SMSAs without a discretionary fund. g/
Discretionary funds for non-SMSAs are allocated among the states

according to the same formula criteria, After hold~harmiess funds have
been allocabed, the remaining non-metropolitan amocunt is divided among
the states; all non-metropolitan general-purpose govermments are eligible
1o apply directly to HUD for these discretionary grants. For example,
Florida had five non-metropolitan jurisdictions with hold-harmless
entitlements totaling $2.L miliion in fiscal 1975. An additional $h.2

million was allocated in fiscel 1975 for discretionary funding of other

non-metropelitan jurisdictions in the state.

After Full Tmplementation

By the end of year six., the allocation pattern changes significantly.
The most important poimt to note in the illustration (Frgure 3-2) is the
absence of hold~harmless funds. (For purposes of this analysis, it is
assumed that the current legislkation wall he extended for another three

years in its present form.)
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Figure 3-2. B8equence of Funds Allocation Process Full Formulas (Year Six)
— 2% for
Secretary's
Stage 1% Total Annual Appropriation Discretionary
Fund
20% Designated
for Non-
Stage 2%+ 80% Designated for Metropolitan Areas Metropolitan
Areas
Awmount for Discretionary Dlscrez%onarz
Stage 3¥¥* Formula Alloeations A%lgzatlons(dé
Allocations > _a €s an
. Territories)
Source: Adapted from U,S8. Departument of Housing and Urban Development diagram.
*® At stage 1, 2% of the total annual. appropriztion is set aside for the
special Secretary's discretionary fund.
*¥*& At stage 2, the remarning 98% of the total snnusl appropristion is
split in a L:1 ratio for allocation, respectively, to metropolitan and
non-metropolitan areas.
*hE

At stage 3, the funds allocated for distribution to metropolitan areas
15 divided, part to be distributed on the formula basis, part om a

discretionary basis.

The funds designated for distribution to non-

metropolitan areas are distributed entirely on a discretionary basis.
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Loocking back for a moment: each year the amomt of funds needed
for hold~harmless allocations decreases. In the first three years this
reflects only the phasing down of the model cities hold-harmless alloca-—
tions. In the next three years, however, the phasing down of 211 hold-
harmless funds results in a much steeper decline in the amount earmarked
for this purpose. Finally, in the sixth year the hold-harmless amount is
zero., All hold-harmless amounts have been reallocated to digcretionary
funds; only the formuls and discretionary funds remain. In the case of

non-SMSA allocations, all funds in year six are discretionary. .

To summarize, over the six years, the discretionary funds for communities
under 50,000 population increase from $25L million in fiseal 1975 to about
$1.2 billion in 1980 -~ an increase of 470 percent, part of which is

attributable to an overall increase in total authorized CDBG funds of about

20 percent. In year six, the discretionary funds, which accounied for about

11 percent of allocated funds in year one, account for L2 percent of total
allocationg; the share of funds for metropolitan cities and eligible urban

counties decreases from 79.5 percent to 54.6 percent.

What the Shift Means

5 T?e shift has three important implications. First, eligible digcretionary
Jjurisdictions under 50,000 substantially improve their funding pesition
relative to the larger units. Second, these smaller Jurisdictions in

netropolitan areas do not have to compete with larger cities as was the case

prior to the CDBG legislation. Third, a gradually incresasing amount of
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discretionary authority in distributing CDBG funds to smaller jurisdictions

will come to rest with HUD.

The relative position of metropolitan communities with populations

mnder 50,000 is likely to be further improved by the urban county provisions

J .

of the formula. In most pafticiﬁating counties, it is to be expected that

4

CDBG fuﬂds will be‘spent in smallér communities outside of the larger cities.

Thus a significant portion of the formula funds -~- namely, that portion
allocated to urban counties == 18 also likely to be expended 1n smaller
communities comparablé in size to those receiving assistance from the

discretionary funds. With the projected growth of the urban county allocation

2l

from $l?0 million in fiscal 1975 to $290 million in year six, §/ the share

1 & R 4t

of formmla entitlement funds spent in small metropolitan communities (with
. ) o - v 1 -

populations under 50,000) could get to be as high as 17 percent. If all
Ty v L . i t *

.,

urban county entitlement money in year six is spent in communities under

" 1 |

50,000, the total share of metropolitan funds (discretionary and

entiflement) gping to these smaller Jurisdictions in that year would be
Ll percent; the share of totesl funds going to smaller communities

vy Ny «
- M

{metropolitan and non-metropolitan) would be 52 percent.
APPLYING THE FORMULA

As has previously been noted, the formula elements used in determining

allocations are population, overcrowded housing, and poverty (weighted

twicel,

The population element is based on data from the United States Bureau

of the Census. For the fivst two years of the program, the population cownt

from the 1970 census was used. Iater allocations are expected to use later

population estimates made by the buresu. (See Appendix VI for an analysis

of the effects of population updating. )
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Overcrowded housing refers to the number of housing units with

an average of 1.0l or more persons per room; this figzure ig based on
data from the 1970 census.

Poverty is defined as the number of persons whose incomes are below
the poverty level based on criteria established by the Office of Mansgement
and Budget. The law provides that the Secretary of HUD may make regional
or area adjustments in determining poverty levels to account for
variations in income and cost of living among regions or areas. {(In fact,

HUD did not meke these adjustments because of the absence of relisble dsta.)

A specific example (shown below for Lancaster, Pennsylvania)
illustrates how these formuia criteria are applied to determine an individual
Jurisdiction's formula allocation. After the initial division between the
mebtropolitan share (80 percent) and the non-metropolitan share (20 percent),
the basic process, as shown in Figure 3-3 below, is one of sequential
steps to determine for each metropolitan city its share of metropolitan
population, overcrowded housing, and poverty. Thet share is then expressed
as a factor to be applied against the funds awailable for all metropolitan

cities.
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Table 3-2 presents the basic datzs elements used to determine the
; Tormuls allocation for metropolitan cities in 1975. As indicated in
the table, the total formula entitlement for metropolitan cities in the
first year of the program was more than $1,1 billion. This, however,
was below the amount needed to meet both formula and hold-harmless entitle~
ments totaling $1.6 billion, so the larger amount was taken fﬁ‘c"om the 80
percent metropolitan alloeation.
A similar procedure 01: a combined mebropolitan city-urban county

basis is followed for determining the formula allocation for urban counties.
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Table 3-2. Data Used in Determining 1975 Formula Allocation to

Metropolitan Cities¥®

Total national population 205,923,959
Tétal SMSA-population 149,590,609 '
Total metropolitan eities population 79,294,566
?otai urban county population 25,453,758
Total non-SMSA population 56,333,350

Metropolitan ecity ratio: _T79,294,566 _
lh‘9, 590’ 609 - e 5300571
4

Total national overcrowded housing 5,397,820
Total SMSA overcrowded housing 3,708, k79
Total metropolitan cities overcrowded 2,188,303
housing
Total urban county overcrowded housing 503,368
Total non-SMSA overcrowded housing ] 1,689,341
Metropolitan city ratio: 2,188,303 .. .5900810
3,708,479
Total national poverty . 28,874,863
Total SMSA poverty 17,233,319
Total metropolitan cities poverty 10,945,258
Total urban county poverty 1,737,619
Total non-SMSA poverty 11.,641,54L%

Metropolitan city ratio: 10,945,258 5= 1.2702436
17,233,319 70233



Tzble 3-2. {(continued) e e

Average metropolitan city ratio is the sum of metropolitan city ratios/h:
2.3903817 = 4 = .597595k : <
Formula allocation to all metropolitan cities:

($1,918,000,000) =x (.5975954) = $1,146,188,000 v

Source: Calculated from U.S. Deparitment of Housing and Urban Development
data. ‘ -

¥ Figscal year 1975 appropriation allocated to all metropolitan areas equals
$1,918,000,000 (80 percent of $2,450 million minus the Sécretary's discretionary
fund),

I -~

L ' 5
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The computation of the combined formula allocations to metropolitan

eities and urbsn counties for 1975 was as follows:

Metropolitan city and urban county ratio (population):

104,748,000 _
Tho 500 600 = -7002292

Metropolitan city and urban county ratio (overcrowded housing):

_ 2,691,671 . 7058153
3,708,479 1es

Metropolitan city and urban county ratio (poverty):

M x 2 = ]_.th9018

17,233,319
2,9000091/4 = ,T250022
($1,918,000,000) x (.7250022) = $1,390,55%,000

$1,390,554,000 - $1,146,188,000 = $2L4L,266,000

The first year formuls total for the seventy-three urban counties
designated as eligible jurisdictions was $2hl miilion, Because of non~
participation or low participation by many urban counties in the folded-in
programs, however, the phase-in provision of the CDBG program became operative.

Twenty-three urban counties had a zero hold-harmiess amount and others had
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entitlements well below the amount they would receive under the formula.
The result was that meny of the urban counties came under the one-~third
phase-in rule, whereby they would receive only one—~third of the formula
amount in year one, two-thirds in year two and the full fbrmuia entitlement
in year three. Ag a consequence of the operation of the phase-in provision,

the actual urban county allocation in fiscal 1975 was just under $120

million, abowut half of the full formula enbitlement amount. ThHe allocation

process for urban counties 1s diagramed in Figure 3-L, '



Figure 3-l.
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After the calculation of the metropolitan city and wrban county amounts

nationally, an individual entitlement area's formula allocation can be

determined as shown in Table 3-3, using the example of Lancaster, Pennsylvania.

Table 3-3.

Allocation of CDBG Funds in 1975 to an Individual Metropolitan City

with Hold-harmless and Formule Entitlements (Lancaster, Pennsylvania)

Hold-harmless entitlement

Urban renewal $2,108,090
Model cities 1,477,000
Water and sewer 234,000
Rehabilitation 128,000
Cpen space 61,000
Neighborhood facilities 200,000
Neighborhood development program -
Public facilities loans -
Total $4,208,000
Formula entitlement (Year 1)
Population 57,690/79,294,566 = ,0007275
Overcrowded housing 833/ 2,188,303 = ,0003806
Poverty 8,541/10,945,258 x 2 = .0015606
Total .0026687/4 = .0006671
($1,146,188,000) =x (.0006671) = $764,620

Source:

Tabulated from U.S. Department of Housing and Urban Development data.
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Under the formula the city of Lancaster was entitled to $76k,620
in the firsi year of the program. Because the city's hold-harmless amount
was $4,208,000, however, the city was entitled o the larger amount.
Lancaster County, on the other hand, although alsc an eligible Jurisdiction
as an urban county, encountered the reverse situation. Since the county
had no previous categorical grant experience, it was entitled to no
hold-harmless funds, Table 3=l presents the Lancaster County case for

year one of the CDBG program,

Table 3-k, Alloecation of CDBG Funds in 1975 to an Individual Urban County

with Formuls Entitlement (Lancaster County, Pennsylvania)

Hold-harmless entitlement

None = .0

Formula entitlement (Year 1)

Population 226,616/104,748,000 = ,0021634
Overcrowded housing 2,931/ 2,691,671 = .0010889
Poverty 17,358/ 12,682,877 x 2 = .0027372
.0059895/4 = .0014973
($1,390,554,000) x (.0014973) = $2,082,000

Source: Tabulated from U.S. Department of Housing and Urban Development data.

Under the formuls, Lancaster County was entitled to more than $2 million
in the first year. Sinee the urban county had zero previous program

experience, it came under the phase-in provision described earlier; thus
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the county received an allocaticn of $69%,000 in the first year, i.e.,
one-third of the $2,082,000 to which it is to be entitled after full
implementation,

These figures on Lancaster city and County merely illustrate the
allocation method; they do not provide a basis for Judging the overall
allocation system under the CDBG program. Toward drawing conclusions, it
1s necessary to look at the larger patterns of change for major types and
sizes of recipient units, within the urban framework of this study. It is
necessary also to examine charscteristics of recipient governments and how
these characteristics reflect important aspects of urban need., These
considerations must be viewed at two levels., AL the first level -- what
did the new program seek to achieve? What kinds of needs does it highlight?
How? At the second level, as the internal dynamics and the impact of the
a;location system contained in the act become clear, it becomes necessary
to consider whether, as it unfolds over six years, this new system fulfills
both its explicit and implicit aims. Adjustments in the allocation
proecedures may be needed, not only to alter the ouvkecome, but to insﬁre that

the program reasonably reflects the goals of its designers.
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FOOTNOTES TO CHAPTER 3

1/ These were Anaheim/Santa Ana/Garden Grove, Bakersfield, and Fresno,
California; Miami, Florida; and New Brunswick/Perth Awboy/Sayreville,
New Jersey.

2/ The Meriden, Connecticut, SMSA consists only of the city; Honolulu,
Hawaii, is a consolidated city—~county SMSA with coterminous boundaries;
in the Fayetteville, North Carolina, SMSA, Cumberland County, which makes
up the remainder of the SMSA, is a hold~hermiess jurlsdiction.

3/ The $290 million urban county allocation for fiscal year 1980 is based
on a funding assumption of $2.95 billion for that year. (This funding
assumption is @iscussed further in Chapter 5.) If the eleven additional
urban counties potentially qualified are included, the projected urban
county allocation for fisecal year 1980 is approximately $360 million.



CHAPTER L

PREVIQUS GRANTS AND FIRST-YEAR CDBG ALLOCATIONS COMPARED

A central questiéh in the analysis of distribution under the CDBG
program concerns the relative advantagé or disad%antage to communities
under the biock grant system as compared with the situation in p;evious
years under the folded-in grant-in-aid programs. It is necessary first
to examine the patterns of distribution that prevailed under the project
grant system. Tor this portion of the analysis, the first year hold-harmless
entitlement amount (generally, 1968-T72 average) serves as the measure of
previous categorical funding. Unless specifiecally stated, the analysis
is confined to the distribution of funds within the fifty states and the
District of Columbisa and deoes not include progrem allocations to Puerto
Rico, Guam, and the Virgin Islands. DMetropolitan area data and allocations
include the 265 designated SMSAs in the fifty states at the time the first-
vear allccations were made, (An additional seven metropolitan areas have
since been designated SMSAs, but they were not included in the first block
grant allocations. )

Among the seven grants folded into CDBG, the urban renewal and model
cities programs are considered separately. The water and sewer, housing
rehabilitation, open space, neighborhood facilities, and public facilities
loans programs are grouped as "other." Collectively, They account for not

quite 10 percent of all allocations in the hold-harmless base.

103
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PREVIOUS GRANT ATLT.OCATIONS

This three-part breakdown of the hold-harmless base is shown below

in Table h-1.

Table 4-1i. Total Hold-harmless Allocations in Year One of CDBG Program

Amount Percent
Progran (millions of total
of dollars) allocation
Urban renewal $1.,355 6h.9
Model cities 530 25.h
Other 203 9.7
Total ' $2,088% 100.0

Source: * U.S. Department of Housing and Urban Development.

* Does not include approximately $175 million to communities that participated
only in the open space and/or the water and sewer programs. To be entitled to
hold-harmless funds, & community must have participated in urban renewal,
neighborhood development, model cities, and/or code enforcement programs.

Since the combined urban renewal and model cities total is nearly $1.9
billion -— or 90 percent of all CDBG hold-harmless funds ~—~ it is apparent at
the outset that cities having extensive experience in both programs
are most likely to bhe disadvantaged under an allocabion system that

redistributes the funds to a larger number of recipients, and with only a
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comparatively small increase in the amount being distridbuted. This was

most significant for the New England and Middle Atlantic regions.

Regional Distribution Patterns of Pre-~CDBG Funding

Regional}y, the New England and Middle Atlantic states were most
Madvantaged" in the distribution of funds under the folded-in programs.
In fact, these two asreas were the only ones in which per capita grants
under the seven Tolded-in programs exceeded the national average
(Table 4-3). The per capita grant in New England was TO percent above
the national mean; the Pacific region, by contrast, had a per capita
grant 16 percent below the national average.l/ In the case of urban
renewal, New England received nearly twice the national per capita amounty
this ratio was much higher in some cities. Based on a national average
of 100, Boston's urban renewal index mumber was 508; Hartford's was T6h;

and Wew Haven's 1,724%. Table 4-2 displays the regional distribution of

urban renewal and model cities program funds. -
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Table 4-2, Regional Distribution of Pre~CDBG Funds for Urban

Renewal and Model Cities Indices; Indices Based on Annual Average 1968-T72

Urban renewal Model cities

Region¥* . per capita per capita
index index

U.S. 100 100 ot
New England 191 123
Middle Atlantic 129 125
East North Central TO 107
West North Central 165 69
South Atlantic 108 82
East South Central 113 Ll
West South Central T7 106
Mountain 79 99
Pacaific 68 107

Source: Compiled from data provided by the U.S. Department of Housing
and Urban Development,

¥ Regional divisions used by the U.5. Bureau of the Census are: New England -
Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut;
Middle Atlantic - New York, Wew Jersey, Pennsylvania; East North Central -
Chio, Indiana, Illinolis, Michigan, Wisconsin; West North Central ~ Minnesots
Towa, Missouri, North Dakota, South Daskota, Nebraska, Kensas; South Atlantic -
Delaware, Maryland, the Disgtrict of Columbia, Virginia, West Virginia, North
Carolina, South Carolina, Georgia, Florida; East South Central - Kemtucky,
Tennessee, Alabama, Mississippi; West South Central - Arkansas, Louisiana,
Oklahoma, Texas; Mountain - Montana, Idsho, Wyoming, Colorado, New Mexico,
Arizona, Utah, Nevada; Pacifie - Washington, Oregon, California, Alaska,
Hawsii.
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Table h=3 presents the regional distribution of funds in dollar amounis.



Table 43, Distribution of Folded~in Grants by Type and by Region; Distributions CGenerally Based on Annual Average 196872

Urban Mode?

renewal Percent clties Percent Qther Percent Total Percent Per

{nillions of total (millions of total {millions of totgl (millions of total  capita
Region® of dollars) allocation of dollars) allocation of dollars) alloeation of dollars) allocation index
U. 3. total 1,355 100 530 100 203 100 2,088 100 100
New England 151 11.2 38 7.1 17 8.5 206 9.9 170
Middle Atlantic 321 23.7 121 22.9 33 16.2 k75 22.7 124
East North Central 187 13.8 113 21.2 32 15.9 332 15.9 80
West North Central 114 8okt 29 5.5 18 8.8 161 7.7 96
South Atlantic 222 16.h 65 12,4 27 13.1 31k 15.0 99
East South Central 96 7ol 15 2.8 1L 7.1 125 6.0 95
West South Central 99 7.3 5h 10.1 17 8.7 170 8.2 86
Mountain Ly 3.2 21 4,0 10 L.7 75 3.6 88
Pacific 121 8.9 Th 14,0 35 17.0 230 11.0 8L

Source: Caleulated from hold-harmless determinations provided by +the U.S. Department of Housing and Urban Development.

* Regional divisions used by the U.S. Bureawu of the Census are: New Fngland — Maine, New Hampshire, Vermont, Massachusetts,
Rhode Island, Comnecticut; Middle Atlantic - New York, New Jersey, Pennsylvaniaj; East North Central ~ Ohio, Indiana,
Illinois, Michigan, Wisconsini West North Central - Minnesota, Towa, Mrssouri, North Dekota, Soutq Dakota, Nebraska, Kensas;
South Atlantic ~ Delaware, Maryland, the Districet of Columbia, Virginia, West Virgimia, West Virginia, Nerth Carclina, o
South Carolina, Georgia, Florida; Hast South Central - Kentucky, Tennessee, Alabama, Mississippi; West South Centrsl - b

o
Arkensas, Louisiana,.Oklahoma, Texas; Mountein — Montana, Idaho, Wyomng, Colorado, New Mexico, Arizona, Utah, Nevadag
Pacific - Washington, Oregon, California, Alaska, Hawaiz.




Metropolitan Distribution Patterns of Pre~CDBG Funding

The more significant comparative relationships bebween the block
grant distribution and that for grants folded into the CDBG program,
however, are at the community level, particulariy for the 587 local|
govermments that are CDBG formula entitlement jurisdictions (Puerto
Rico i# excluded from this analysis). For this portion of the analysis,
some additicnal refinement of terminclogy is necessary with respect to
the main parts of metropolitan areas:

l. The central city or central cities of a metropolitan area or
SMSA. Some SMSAs include more than one central city. There were 362
central cities that were formula entitlement areas in 1975 in 265 SMSAs
{excluding Puerto Rico).

2. BSatellite city, a SMSA entitiement city with a population over

50,000 that is not a central city. There were 152 satellite cities aunto-~
mztically eligible for CDBG funding in 1975. DMost of these cities would
normally be classified as suburbs. A few, however, such as Kansasg City,
Kansas, and Camden, New Jersey., while not classified as central cities,
cannot be considered suburbs either. In order to avoid this confusion,
the term "satellite" city is used.

3. Urban couhty, a county within a SMSA that (1) is authorized under
state law to undertake community development and housing assistance activities

in its unincorporated areas (if it has any), and (2) has o total population

of 200,000 or more, excluding the population of metropolitan cities within

its borders and communitles that specifically choose to be excluded
from the urban county for CDBG pwrposes. There were seventy-three

participating urban counties in the first year of the CDBG program.
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4, Small SMSA communities, communities within a metropolitan ares

or SMSA that do not qualify for a formula allocation because they are not
central cities and do not have populations as large as 50,000. During
the iniﬁ}al period of CDBG, 29T small metropolitan communities were
designaged as entitled to hold-harmless alloecabions funds.

In addition to.these SMSA jurisdictions, there were 436 small cities
with populations under 50,000 outside of metropolitan areas entitled to
hold=-harmless funds in 1975.

During the 1968-72 base year period, the nation's metropolitan areas
had received 87.4 percent of the funds distributed under the seven
urban grants folded into the CDBG program, as compared with 12.6 percent
for non-metropolitan communities. This distribution was to be expected;
the grants involved were aimed primarily at urban problems. The relative
advantage of metropolitan areas is shown by the 120 per capita index in

Table 44 for SMSAs, compared with a L6 per capita index for non-metropolitan

Jurisdictions.



Table L-L4. Distribution of Folded-in Grants %o Metropolitan and Non-metropolitan Areas; Annual Average

1968-72

Urban Model
renewal cities Other Total Percent Per
Recipient areas, (m1llions (millions (millions (millions of capita
by type of dollars) of dollars) of dollars) of dollars) total index
Metropolitan areas
Central cities 908 hsk 136 1,498 71.8 221
Satellite cities 65 12 1T ok 4.5 78
Urban counties 26 23 18 67 3.2 26
Metropolitan hold- 145 13 8 166 7.9 35
harmless recaipirents
Total to metropolitan recipients 1,144 502 179 1,825 87.4 120
Total to non-metropolitan hold- 211 28 24 263 12.6 46
harmless recipients
U.S. total 1,355 530 203 2,088 100 100

Source: Calculated from hold-harmless determinations from the Department of Housing end Urbar Development.

TET
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Among metropolitan areas, the greatest advantage was found for the thirty-
five 8MBAs in the 500,000 to one million population category, which have a
per capita grant index of 121 (shown in Table 4-5) for the hold-harmless
base period, 1968-72, Only one other group, areas with populations between
100,000 and 250,000, received per capits grants above the SMSA mean. Both
the largest and smallest SMSAs are below the mean, although the largest
SMSAs fell below the mean by only 6 percent, while the smallest metropolitan
areas were 24 percent below. Despite the fact that this group of the smallest
SMSAs was- well below the others in per capita grants in the hold-harmless
base period. there is no consistent relationship between SMSA size and the
distribution of money under the folded-in grants. Table k-5 illustrates this
point.
Pable b-5, Distribution of Pre-CDBRG Assistance Among Metropolitan Areas,

by Size of SMSAs; Annual Average 1968-72

SMSA recipient, by Nunmber Total Percent Per
population size in SMSA (millions of capita
group of dollars) total index
U.S, total 265 1,825 100 100
3 million and over 6 ho3 23.2 9k
1-3 million 28 556 30.5 96
500,000-1 million - 35 360 19.7 121
250, 000-500, 000 65 248 13.6 92
100, 000-250,000 103 216 11.8 107
Under 100;000 28 22 1.2 76

Source: Calculated from hold=harmless determinations provided by the
U.S. Department of Housing and Urban Development.
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Within metropolitan areas, the principal recipients under the folded-in
grants were the central cities; again, this is to be expected under
programs focused on reducing urban blight and previding social services,

This central city advantage is shown by “the fact that central
cities received 82 percent of the metropoliitan itotal, resultiﬁg in the per
capita central city index number of 221 shown in Table L-L,

The urban county per capita index in Pable L=l 15 26. But this sharply
contrasting figure is misleading, since most of these units had not previously
been funding recipients until the enactment of the Housing and Community Develop-
ment Act of 1974 {discussion in Chapter 2)}.

Also signaficant is the pattern of non-particlpation or low participation
in the categorical programg by CDBG formula entitiement areas, Oubt of the
total of 58T, eighty-eight received no federal grants for community development
in the period 1968-72. In addition, there were ninety-one jurisdictions
out c;f this total that had low participation —— less than $100,000 in Hold—
harmless credit.

The reason for non-participation or low participation could have bheen
either failure to apply or the rejection of applications. As shown below in .
Table h-6, non-participation or low participation was particularly great

among satellite cities and urban counties,
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Table h-6, Participation of CDBG Formulas Entitlement Metropolitan Areas

in Folded-in Grants; Annual Average 1968-T2

Number Number with Columns 2 and
with zero under $100,000 3 as percent
Number hold=-harmless hold-harmless of total

Cormunity type (1) (2} (3) (L)
Central cities 362 20 39 16.3
Satellite cities 152 L5 39 55.3
Urban counties T3 23 13 49.3
Total 58T 88 91 30.5

Source: Calculated from data provided by the U.S. Department of Housing and
Urban Development.

It has been suggested that federal community development grant programs
discriminated against smaller communities. Examination of the distribution
of the folded-in grants among the 587 CDBG entitlement recipients sheds light
on this point. At the outset of this portion of the analysis, however, some
major qualifications must be stated. The data are applicable only to CDBG
entitlement Jurisdictions. Im all, there are approximately 2,400 jurisdictions
within these 587 entitlement areas, This represents asbout U8 percent of tie
approximately 5,000 municipal governments within the nation's metropolitan
areas. Thus, about half of all small metropolitan jurisdictions (with

populstions under 50,000) are excluded from this portion of the anélysis.
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Furthermore, 1,875 of the 2,400 commmities are within urban counties and’
mogt probably did not receive any categorical grant assistance in the
hold~harmless base period. Excluding these 1,875 urban county communities,
thg data in Table h-7 Fherefore represent approximately 10 percent of all
minicipal governments in metropolitan areas. Nevertheless, among these

entitlement communities, small size does not seem to have been a very

gignificant barrier to receiving categorical grant assistance,



Table U4=7. Distribution of Pre-CDBG Assisiance to CDBG Entitlement Areas,ﬁfby Size of Community;

Annuel Average 1968-72.

Grants
Nunber Humber i1n Percent of (millions Percent of Per capita

Community type participating category participation of dollars) total index

by size (1) (2} (3) (5} (6)
U.S. total 4og 587 85.0 1,659 100 100
1 million and over 8 8 100 307 18.5 78
500,000-1 m1llion 28 28 100 35k 21.3 110
250,000-500,000 5k 63 85.7 305 18.4 ol
100,000~-250, 000 109 127 85.8 348 21,0 i13
50,000-100, 000 213 258 82.6 o2lg 1L4.8 ok
Under 50,000%/ 87 103 84,5 99 6.0 191

Bource: Calculated from hold-harmless determinations from the Department of Housing and Urban

Development,

o/

— Central and sgtellite cities and urban counties.

EyCategory includes only the 103 central city entitlement areas with populations under 50,000 and thus

represents only a small percentage of all communities under 50,000 within metropolitan areas.

911
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If size had been a basic determinant of participation, the rate of
participation would have declined in direct proportion to community size.

As column 3 shows, however, the communities that did not participate are
distrivuted fairly evenly among the community size classifications, exeluding
localities under 50,000, with only the two largest categories having 100
percent participation. The participation rate for commumities unaér 50,000
was also 84.5 percent, but this category includes only the 103 central city
entitlement areas with populations under 50,000, thus representing only a
small percentage of all commmities under 50,000 within metropolitan areas.
If the 87 participating entitlement communities under 50,000 are added to the
297 small heold-harmless SMBA communities, the participation rate for metro-
politan communities under 50,000 is approximately 8.5 percent. This is not to
say that all communities competed for categorieal money with egual chance

.
of success. Nor can it be assumed that all of these small communities sought
categorical money. The point that becomes clear is simply that the categorical
programs were not exclusionary, benefiting only the very large cities. Given
the dominance of the wrban renewal and model cities programs among the folded-in
grants, the relatively lower rate of small community partieipation is not‘
surprising.

On a per capita hasis, it can be seen that once involved in federal
assistance programs for community development, the smallest comminitiesg
received aid far in excess of the per capita assistance to jurisdictions in
the largest size groups., The eight jurisdictions in the largest populatilion
group received the least per capita sssistance. This largest—population

group includes two very populous urban counties (Ios Angeles and Cook Counties).
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Discounting thege two units from the analysis, the per capita index of the
six largest cities 1s 87 ~w st1ll well below the per capita index for
participating cities in the smallest population group.

Another perspective can be used to study the distribution of categorical
grants by size of city. Focusing on the 514 central and satellite cities that
were CDBG entitlement jurisdictions in 1975, the twenty-five largest had & per
capita grant index for the hold-harmliess base pewxiod of 105; the index for the
twenty—-five smallest entitlement cities that received categorical grant money was
126, about 20 percent higher than that received by the largest cities. Among
the smallest cities, Texerkana, Avkansas, had a per capita index of 610; for
Edinburg, Texas, the per capita index was 1,365. Among the smallest cities,
the highest per capita index was that of Poughkeepsie, New York, a city of
32,000 persons. There were thirteen cities that, had an index number over 5003
of these, the largest was New Haven, Comnecticut, with a population of 138,000.
The average population of these thirteen cities was 53,207. Thus, once in the
door, smaller cities suffered no disadvanbages directly related to their
size; in fact, quite the opposite was the case.

If one looks at Jjust the 297 metropolitan hold-harmless recipients
with populations under 50,000 for 1975, these areas are credited with $166
mrllion in hold-harmless funds, an average of nearly $559,000 per recipient.+
Jurisdiction., This was mainly abttributable to their renewal programs. To
this can be added the $262 million in hold-harmless funds assigned to 436
nonw-metropolitan communities, an average of $601,000. TIn total the 836
hold-harmless and formula entitlement jurisdictions with less than 50,000

population (103 small central cities plus the 29T metropolitan and Lh36
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non-metropolitan hold-harmiess communities) have a hold-harmless credit of

more than $525 million. This is 25 percent of federal community development
funds for 1968-T72, far greater than their share of population, and an

average of $628,000 per recipient community per year.

Summary on the Distribution of Pre—-CDBG Funds

It 18 nowv possible to summarize the data on the distribution of the
grants folded into the CDBG program:

1. The metropolitan areas of the country received a significantly
greater proportion of these pre-CDBG grant funds than did non-metropolitan
aress. With 72 percent of the population, metropolitan areas received 87.L
percent of the categorical funds. (The metropolitan share is based on the
$2,088 million hold~harmless entitlement and doesg not include the $175
pillion in categorical funds not eligible for hold-harmless entitlement. )

2, Cities and towns in the Wew England and Middle Atlantic regions
tended to have the greatest relative advantage in the distribution of
pre-CDBG grants. This was because of their heavy involvement in the
urban renewal and model cities programs which, collectively, accounted for
90 percent of the total for the hold-harmliess base period. The heavy use
of urban renewal funds by cities in these two regions reflects the fact
that they are among the oldest cities in the country and consegquently would
be expected to face serious problems of physical deterioration.

3. Among SMSAs, mediumrsized metropolitan areas {with populations
ranging from 100,000 to one million) enjoyed a greater per caﬁita advantage

than did the largest SMSAs (over one million) and smallest (under 100,000).
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k. Within SMS8As, the central cities received substantially higher
absclute and per capita grants than did any other community type.

5. Once communities were involved in federal aid programs, size did
not appear to be a principal factor in determining aid flows: small cities
received substanbial amounts of community development assistsnce, both in
absolute terms and per capita.

In overall terms, the picture that emerges from this analysis shows
the distribution of cabegorical grants from the federal govermment for
community development being disbursed on a basis that, in general, reflects
certain comron ideas about urban probilems in the nation. This overall view,
however, is not in sufficiently sharp focus, and the conclusion should not
be overstated. Within regional groupings and jurisdiction types (for example,
central cities), barometers of urban need have not thus far been correlated
with the flow of urban funding.

Under the CDBG allocation system, a significantly different allocation
pattern appears. First of all, non-metropolitan communities derive greater
benefits from the new program by virtue of the Ffact that their 12.6 percent
share of the categorical money is increased to 20 percent. Second, the
Jurisdictions most advantaged under the pre-CDBG programs will, in many
cages, benefit less; this shift will be most comspicuous in the case of central
cities, especially those in the New England and Middle Atlantic regions.

These and other changes are less evidert in the first year of the CDBG program
than they will be in the sixth year, when the hold-harmless provisions of the
formuls have been phased out (assuming, of course,